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ILLINOIS BANKING SITUATION 


MONDAY, OCTOBER 8, 1956 


Unirep Srates SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
Chicago, Ill. 

The committee met, pursuant to recess, in room 209, Federal Court 
Building, at 9:50 a. m., Senator J. W. Fulbright (chairman of the 
committee) presiding, 

Present : aa Falbri ht. 

Also present: Robert A. Wallace, staff director; Donald L. Rogers 
counsel; Matthew Hale, counsel; J. H. Yingling, chief clerk; an 
James B. Cash, Jr., staff member. 

The CuamMan. The committee will come to order. 

This is a hearing of the Committee on Banking and Currency of 
the United States Senate. It is being held for the purpose of develop- 
ing information needed by the committee and by the United States 
Senate in connection with legislation. It also happens to be an 
investigation of the situation in which there is wide public interest. 

Because of this wide public interest, the committee wishes to enable 
the public to follow the course of the hearings. The committee is 
glad to do so because such public interest is entirely understandable 
and healthy. 

I am sure all of us are interested in making our democratic system 
function effectively, and our banking system is an important part of 
that system. 

Nevertheless, it must not be forgotten the purpose of the hearing 
is to obtain information for the use of the Senate and the Committee 
on Banking and Currency for legislative purposes. For this reason, 
nothing will be permitted in the room which will detract from the 
aonaniabenin of this pu , and the arrangements which have 
been made to accommodate the interests of the public in the hearin 
will remain strictly subordinate to the committee’s need to get testi- 
mony for legislative pu 

The committee has assigned appropriate places to television, radio 
and news services, leaving a substantial number of seats for interested 
members of the public. committee will expect every person com- 
ing into the room, whether a member of the news services or a member 
of the public, to conduct himself so as to not interfere with the pro- 
ceedings of the committee. 

Those members of the press who have been assigned to the press 
section in the jury box and the folding seats in front of the benches and 
in the front first row of benches may not go forward of the ropes 
marking out that section. 

We particularly want the still photographers to refrain from mak- 
ing flash pictures while testimony is being taken. It is very disturbing 
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to the witness. It is very disturbing to the person who’s asking the 
questions. I don’t wish to restrict their picture taking except with 
that understanding—that they not interfere with the witnesses as 
this hearing is proceeding. Whatever they do, we expect them to do 
it in orderly and quiet fashion without creating disorder or confusion. 

Persons connected with the television, radio, and news services will 
remain in the places assigned to them and will not leave those places 
except when the performance of duty requires them to withdraw from 
the room. 

Members of the public will remain in their seats without conversa- 
tion or any other disturbance to the proceedings of the committee. 

The United States marshal, Mr. Kipp, is responsible for enforcing 
the directions of the committee in the interest of orderly procedure. 
Mr. Kipp or his deputies will be present in the room throughout the 
proceedings. They will remove from the room any person who con- 
ducts himself in a fashion which in the opinion of the committee vio- 
lates the instructions of the committee or threatens to impede the 
orderly progress of the hearings. 

With the cooperation of all present, it is the committee’s expecta- 
tion that these hearings will be conducted in a fashion consistent with 
the committee’s purpose to obtain information needed by the United 
States Senate in carrying out its legislative functions. 

On July 19, 1956, when newspaper accounts of the Hodge affair, as 
it involved federally insured banks, were brought to my attention, 
I instructed the committee staff to make a preliminary ng ed into 
this matter as it related to the role of the Federal Deposit Insurance 
Corporation and the general jurisdiction of the committee. 

On July 27, 1956, the committee met and, after receiving a report 
of the preliminary staff investigation, unanimously approved a reso- 
lution authorizing an investigation of the Illinois banking situation 
and other matters in the committee’s jurisdiction. The committee also 
authorized the holding of hearings on this subject in the District of 
Columbia and elsewhere. Subsequently the staff interviewed wit- 
nesses and collected other data for the committee. 

On September 21 and 25, 1956, hearings were held in Washington, 
D. C., at which officials of the FDIC testified on matters pertaining 
to their dealings with the two Illinois banks involved, the former First 
State Bank of Elmwood Park and the Southmoor Bank & Trust Co., 
and with other persons, including State officials, involved in the 
affairs of those two banks. During the period immediately preceding 
these hearings and since then I have had an opportunity to review the 
material assembled by the staff. These hearings and the staff materials 
make it abundantly clear that the Hodge affair raises many questions 
of concern to the committee, requiring first-hand information from 

rsons in Illinois who have dealt directly with the two banks or have 
ledontulion of the circumstances surrounding them. 

Therefore, on September 29, after first notifying members of the 
committee, I announced that hearings would be resumed in Chicago 
on October 8, which is today. 

Some of the problems which are of interest to the committee are 
outlined in a memorandum entitled “Problems Arising in the Illinois 


Banking Situation,” which I shall place in the record at the end of 
this statement. 
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In general, I should like to say that I am aware of the relationship 
between State banking systems and the Federal Government, and I 
am not in the least anxious that the Federal authority should be 
extended or that it should supersede State authority. However, the 
circumstances surrounding the cases of those two banks and the re- 
lationship between the FDIC, on the one hand, and the Illinois law 
and its administration under former State Auditor Hodge, on the 
other hand, offer the committee an opportunity to examine into the 
question of the proper roles of these two, Federal and State, 
authorities. 

It is no answer to say that this is a matter for State law and admin- 
istration. The Federal Government has a great stake in this question. 
The Federal Deposit Insurance Corporation, a Federal Government 
corporation, is lable to depositors in State banking systems to the 
total amount, as of last year, of approximately $63 billion, as against 
approximately $80 billion in the national banking system. The 
FDIC’s resources have been considered by the Congress to be ade- 
quate. But ultimately, of course, the Government of the United States 
is responsible. 

This huge potential liability of the Federal Government lies directly 
within the jurisdiction of this committee of Congress. 

As was so well illustrated in our hearings in Washington, the FDIC 
is greatly dependent upon State law and its administration. For 
example, these hearings illustrated problems which arise when the 
FDIC lacks authority to close a bank and is dependent: upon State 
authority, while at the same time being liable to the bank's depositors. 
In one instance, this resulted in insured depositors being deprived 
of the use of their own money for 7 weeks. 

My opinion, based upon my experience as chairman of a subcom- 
mittee which investigated the Reconstruction Finance Corporation 
is that this is the proper way to understand this basic law and its 
administration: that is, on the basis of specific cases rather than in 
broad and general terms. It is by studying specific cases that we learn 
the application of general theories of law and administration and are 
able to make corrections in the law on the basis of its actual applica- 
tion. I think that we have already learned a great deal through 
our hearings in Washington and indeed the Federal Deposit Insurance 
officials have themselves discovered a number of areas in which they 
will recommend changes in the law as a result of those hearings, 

‘I hope that the hearings here may make a similar constructive con- 
tribution. 

These hearings will involve the old First State Bank of Elmwood 
Park, Elmwood Park, Ill. That bank is no longer in existence and 
anything which may be said about it or about its successor, the Bank 
of Elmwood Park, should not be taken as a reflection upon the present 
status of that bank. 

The hearings will also involve the Southmoor Bank & Trust Co. We 
do not siden’ to inquire into the current status of that bank or its 
future prospects. The bank is operating under new ownership and 
new management, which I assume is satisfactory to the Federal Deposit 
Insurance Corporation and to the State auditor. Whatever problems 
the new management may have inherited from the old management 
can, I expect, cr worked out with the FDIC and the State audivor. 
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I would appreciate it if any newspaper reports would make this 
clear: That is, that these hearings do not relate to the present con- 
ditions of the Bank of Elmw Park and the Southmoor Bank & 


Trust Co., and should not cause the depositors of those banks any 
concern, 


(The memorandum entitled “Problems Arising in the Illinois Bank- 
ing Situation,” follows :) 


PropLEMS ARISING IN THE ILLINOIS BANKING SITUATION 


The staff study of the Illinois banking situation reveals a number of elements 
of concern to the committee, where corrective administrative action within the 
present laws may be appropriate, or where amendatory or new legislation may 
be found desirable. 

It should, however, be noted at the outset that, as might be expected where 
State banks not members of the Federal. Reserve System, but insured by FDIC, 
are involved, many of the deficiencies which brought about this situation lie 
within State jurisdiction. Obviously, the committee can take no direct action 
to correct deficiencies in State administrative practices or in State legislation. 
At the same time, it has become apparent that the FDIC, as it is now consiituted, 
to a great extent must rely upon State law and administration to protect depos- 
itors and, ultimately, its own insurance funds. Thus, the committee has a respon- 
sibility to determine the adequacy of such State laws and administration. If 
such are inadequate, the Congress could require certain minimum standards for 
the availability of FDIC insurance within a State; or it could seek to minimize 
the reliance which FDIC now places upon State law or administration by giving 
FDIC greater authority for its own protection. 

1. FDIC examinations: In determining whether to provide insurance for a 
State nonmember bank, the FDIC is required to make a thorough examination 
of the bank (12 U. 8. C. 1815), and to give consideration to the following: 

“The financial history and condition of the bank, the adequacy of its capital 
structure, its future earnings prospects, the general character of its manage- 
ment, the convenience and needs of the community to be served by the bank, * * *” 
(12 U. 8. C. 1816). 

Before insuring a State nonmember bank, the FDIC must also find that the 
bank’s “assets in excess of its capital requirements are adequate to enable it to 
meet all of its liabilities to depositors and other creditors” (12 U. 8. C. 1812). 

After the insurance is granted, an insured State nonmember bank is required 
to make reports of condition to the FDIC as required (12 U. S. C. 1820 (e)), and 
the FDIC may send examiners to the bank whenever the FDIC Board of Directors 
thinks it is necessary (12 U. 8. C. 1820 (b)). The FDIC may, after giving notice 
and after appropriate proceedings, terminate the insurance if it finds that the 
bank or its officials have engaged in and will not correct “unsafe or unsound 
practices in conducting the business of such bank, or have knowingly or negli- 
gently permitted any ef its officers or agents to violate any provision of any 
law or regulation to which the insured bank is subject” (12 U. 8. C. 1818). 

Obviously the importance of effective examinations, and an effective staff of 
examiners, is vital to the success of FDIC operations. It would seem appro- 
priate to inquire what FDIC standards and employment practices for examiners 
are, and how carefully they are supervised. It would also seem appropriate to 
inguire into the method and scope of the examinations, in order to determine 
whether the examinations are adequate to disclose all factors pertinent to the 
original decision to insure the bank’s deposits and the subsequent continuing 
decisions with respect to continuance or termination of the insurance. In par- 
ticular it would be appropriate to inquire whether the examinations enable a 
timely discovery of problems, or whether problems are not discovered until they 
have become acute. 

In the case of the Southmoor Bank & Trust Co., unsatisfactory examination 
reports were made in 1948, 1953, February 1954, March 28, 1955, and November 
21, 1955. A special examination in April 1956 revealed improper withdrawals, 
which presumably were not revealed by the earlier examinations. But neither 
the regular examinations nor the special examination revealed the Hodge 
transactions. 

2. FDIC actions after examination: FDIC has authority, under title 12, United 
States Code, section 1818, to initiate proceedings to terminate insurance when it 
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finds “unsafe or unsound practices in conducting the business” of the bank or 
when “any provision of any law or regulation to which the insured bank is sub- 
ject” has been violated knowingly or negligently. Notice must be given to the 
bank and to the State supervisory authority in the case of a State bank, and the 
bank is given 120 days or less to correct the deficiencies. In the absence of cor- 
rections, FDIC is required to give 30 days notice to the bank, setting a time and 
place for hearings, and after a hearing, the FDIC may make findings and termi- 
nate the insurance. This termination is effective at once as to future deposits, 
but previously insured deposits retain their protection for 2 years (12 U. 8. C. 
1818 (a)). Provisions are also made for FDIC acting as receiver for a closed 
insured bank (12 U. 8. ©. 1822) and for assumption transactions (12 U. 8. C. 
1818 (d), 12 U. 8S. C. 1821). 

Many of the problems which might be disclosed by an examination might be 
promptly corrected by the bank, when called to the attention of top officials. 
Others might be corrected if sufficient pressure were exerted on the bank. 
One form of pressure which might be exerted is the publication of a portion 
of ~ examination report, provided by title 12, United States Code, section 
1828 (f). 

Accordingly, it would seem reasonable to expect that most undesirable prac- 
tices could be corrected without any formal citation. 

It would seem appropriate for the committee to review the FDIC practices 
with respect to such informal correction of undesirable practices, and possibly 
to compare this experience with those of the Comptroller and the Federal Re- 
serve System. While this would involve intangible and subjective factors, it 
would seem possible to find out whether FDIC examiners are generally suc- 
cessful in bringing about correction of deficiencies without formal proceedings. 

It would seem appropriate to review FDIC use of the formal citation process, 
both in the Southmoor case and generally. It has been suggested that the cita- 
tion process, involving termination of insurance, is so drastic that it defeats 
its purpose, and that the imposition of financial penalties on the bank or the 
officers might be more effective. 

3. FDIC participation in assumption transactions: When an insured bank has 
reached such a condition that continued operation is no longer possible without 
assistance, FDIO has five alternatives: 

(1) Urge the appointment of a receiver or liquidator to liquidate the bank’s 
assets and pay off depositors (12 U. 8. C. 1821 (e)); 

(2) Organize a new national bank to assume the insured deposits of the 
closed bank (12 U. 8. C. 1821 (b) (1)); 

(3) Make loans to or purchase the assets of or make deposits in the insured 
bank, either before or after closing (12 U. 8. C. 1823 (c)) ; 

(4) Buy theassets of a closed insured bank from or make loans thereon to the 
receiver or liquidator of such a bank (12 U. 8. C. 1823 (d)); 

(5) Participate in an assumption transaction under which a new bank will 
take over the deposits and such assets as it wishes, together with cash from the 
sale of assets of the closed bank to FDIC (12 U. 8. C. 1823 (e)). 

The two alternatives to which FDIC states it usually gives principal con- 
sideration are the receivership and the assumption process, Under the liquida- 
tion procedure, FDIC would insure payment of all deposits up to $10,000, as pro- 
vided by law, but would undertake no responsibility for deposits over that 
amount. Under the assumption procedure, FDIC would participate, and would 
bear the financial burden of arrangements under which all depositors, regard- 
less of amount, would have their entire deposits protected. 

The assumption procedure has the advantage of continuing a bank in opera- 
tion. However, it may result in substantial FDIC liability to take care of deposits 
over $10,000, for which no premiums have been charged, and for which FDIC 
has no legal responsibility. In addition, FDIC may take actions which result 
in charges of injury to the stockholders of the old bank. 

It would be appropriate for the committee to review the FDIC activities in this 
regard in connection with the Bank of Elmwood Park (formerly First State 
Bank of Elmwood Park), and possibly other similar transactions, which it is 
understood are now the rule, rather than the exception as originally contem- 
plated. 

4, Relation of FDIC legislation and administrative procedures to State banking 
laws and procedures: In an article in the June 1956 Illinois Bar Journal entitled 
“A New Illinois Banking Act,” distributed in support of the referendtm on this 
law at the November election, Mr. Rollin C. Huggins, attorney for the Northern 
Trust Co., makes the following comment about the new law: 
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“The spark for revision (of the Illinois Banking Act) came from the regula- 
tory authority. In 1953 the auditor of public accounts was confronted with a 
situation of unsound banking practices involving three neighborhood banks in the 
Chicago area. His efforts (ultimately successful) directed at correction thereof 
demonstrated the legal difficulty in effecting reorganization short of receivership. 
The legal deficiencies were particularly evident in working with the Federal 
Deposit Insurance Corporation. 


* * * * oo * * 


“Federal Legislation: To be effective a modern State banking law must meet, 
coordinate and mesh with national law in certain areas. This is especially true 
in the merger and consolidation areas.” 

As indicated above, the new Illinois Banking Act, which was approved on 
May 11, 1955, will become effective on January 1, 1957, if approved by majority 
vote of all votes cast on the issue at the general election November 6, 1956. 
This new law attempts to meet, coordinate, and mesh with the Federal banking 
laws, particularly the FDIC Act, and especially in connection with reorganiza- 
tions. 

This law was worked out by a committee of representatives of banks and pub- 
lic agencies, and has met with widespread approval in Illinois. Since the origin 
of this law was, in large part, the disclosure of legal inadequacies and deficiencies 
in the course of the reorganization of the Elmwood Park bank, it would seem 
appropriate to review the FDIC statute from the same point of view, and to 
ascertain whether any changes in the FDIC law are equally appropriate. In 
addition, it would seem appropriate to determine whether the revision of the 
Illinois Banking Act makes desirable any changes in the FDIC law. While the 
committee would not wish to be in the position of reviewing the merits of a 
State statute, it seems quite as appropriate for a committee of the United States 
Senate to consider the way in which State and Federal laws meet, coordinate 
and mesh with each other, as it is for State groups to do so. 

5. Conflicts of interest: Several forms of conflicts of interest are disclosed by 
the study. 

Mr. John H. Russell, a member of the legal staff of FDIC, participated on 
behalf of FDIC in the negotiations leading up to the formation of the new Bank 
of Elmwood Park, which opened for business on May 27, 1953. Before the new 
bank had opened, its stockholders discussed with Russell the possibility of em- 
ployment at the bank. In the latter part of June, Russell was offered the position 
of executive vice president, with expectations of the presidency in a short time. 
On June 30, 1953, Russell resigned from FDIC, effective July 31, 1953. On August 
1, 1953, he became executive vice president and on January 20, 1954, he became 
president. Russell’s salary with FDIC was $10,400; as executivd vice president 
he received $10,000; as president, $15,000. It may also be noted that Russell 
requested and received a loan of $2,000 from Hodge in July 1953, which has not 
been repaid. 

Mr. Clare T. Ireland, senior examiner of FDIC in Chicago, who had examined 
the Southmoor Bank & Trust Co. in 1953, was offered the position of executive 
vice president of the bank on July 13, 1956. He accepted the position, at a salary 
of $15,000, compared with his salary of $10,535 at FDIC. He had been offered 
the job earlier, in April 1956, but had declined it. Ireland submitted his resigna- 
tion on July 23, and it was accepted on August 7, 1956, when the new management 
of the bank took over. 

Mr. Eugene Gover, supervising examiner of FDIC in Chicago, had been offered 
the position in the Bank of Elmwood Park in 1953, but had declined it. 

These offers of increased salaries in bank positions (which may have also in- 
volved substantial expense accounts) raise the question whether they influenced 
the decisions of the officials involved. An offer of a position, at a substantial 
increase in salary, might well constitute a violation of the bribery statutes (19 
U. 8. C. 201, 202), if made to influence the official’s decision. Certainly the like- 
lihood of such influence would be as great as the offer or acceptance of a loan to an 
examiner, which are prohibited (18 U. 8. C. 217, 218). 

A related question is the extent to which such employment violates the spirit 
and purpose of the law disqualifying former officers and employees in matters 
connected with former duties (18 U. 8S. C. 284). While in its present form this 
statute refers only to the prosecution of claims against the United States, Attor- 


ney General Brownell’s Memo No, 40 of August 27, 1953, interprets the provision 
broadly : 
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“Accordingly, it is the position of the Department that the statute prohibits 
any former employee of the Federal Government, for a period of 2 years after 
leaving Gevernment service, from representing any nongovernmental interest in 
any matter whatsoever ‘involving any subject matter directly connected. with 
which such person was so employed or performed duty’ in which the United States 
is interested, directly or indirectly, whether as a party, as an enforcement agent, 
or otherwise,” 

It would seem, under this ruling, that a former bank examiner who had 
examined a bank, or a former counsel who had represented FDIC on a liqui- 
dation or reorganization proceding relating to a bank, would be precluded from 
practically any dealings with FDIC on behalf of the bank for 2 years. 

Another form of conflict of interests disclosed by the staff study is the secret 
acquisition by Orville Hodge, Illinois auditor of public accounts, of about one- 
third of the stock of the Bank of Elmwood Park, which had just opened after 
reorganization under this authority. The State might appropriately enact a 
statute forbidding an official having regulatory authority over a corporation 
from owning an interest in the corporation. That would be primarily a matter 
of concern to the State, but the committee might properly consider legislation 
to deny FDIC insurance to any bank which is owned in part by an official having 
regulatory authority over the bank. 

6. Public deposits and political contributions. The staff study disclosed the 
existence of substantial deposits of State, county, and public administrator de- 
posits in many banks, and especially substantial deposits of this sort in the 
Southmoor and Elmwood Park banks. These deposits, at 1 percent interest or 
interest free, were valuable to the respective banks. 

Even in the absence of any impropriety, it would seem a questionable bank- 
ing practice for an insured bank to put itself in the position of having a large 
proportion of its deposits belonging to a public body, subject to immediate with- 
drawal, or on 30 days’ notice. 

The Federal Government has already, in title 18, United States Code, section 
610, expressed its interest and concern in campaign contributions by national 
banks and corporations organized by authority of any law of Congress, and has 
prohibited any contributions by such organizations to any election to any politi- 
cal office, National, State, or local, regardless of amount. The Federal Govern- 
ment has also prohibited contributions by any corporation to elections to Fed- 
eral office. 

While FDIC insured State banks are not now as sharply restricted as are 
national banks, the committee might wish to consider whether FDIC insurance 
should be available to banks which are not as sharply restricted in this respect 
as are national banks. 

The committee might wish to consider the way in which bank officials and 
bank stockholders make “personal” contributions, which apparently accomplish 
the same results as a bank contribution. 

The problems lying primarily within State jurisdiction appear to be common 
to all States. For this reason, it would seem that FDIC might take an active 
interest im organizations and associations sponsoring and promoting uniform 
State legislation and uniform State administrative practices in the field of bank- 
ing, at least to the extent of such minimum standards and provisions as might 
be found necessary and desirable. The committee might appropriately inquire 
into the extent to which such efforts are being made, without in any way inter- 
fering with State responsibility and jurisdiction under the dual banking system. 


The CHamrman. The first witness is Mr. Ralph K. Schlitz. 

Mr. Schlitz, this series of hearings on the Illinois banking situa- 
tion may require that certain witnesses be put under oath. The swear- 
ing of some witnesses and the failure to swear others might lead the 
public to form conclusions which might not be warranted. There- 
fore, the committee has decided that the best procedure would be to 
swear all witnesses, 

Duritig the first set of hearings in Washington, at which officials of 
the FDIC testified, all witnesses were sworn. We will continue this 
procedure in the hearings in Chicago. 

Mr. Schlitz, will you raise your right hand ? 
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Whereupon Ralph K. Schlitz was duly sworn as a witness by the 
chairman, and was examined and testified as follows: 


TESTIMONY OF RALPH K. SCHLITZ 


The Carman. Mr. Schlitz, would you identify yourself for the 
record, please ? 

Mr. Scuurrz. My name is Ralph Kenneth Schlitz, Sr. I’m assist- 
ant cashier at Southmoor Bank & Trust Co, 6760 Stoney Island Ave- 
nue, Chicago. I live at 14930 Evans Avenue, Dolton, Ill. I’m 30 years 
old. 

The Cuamman. How long have you been at the Southmoor Bank? 

Mr. Scuuitz. This month will e 8 years. 

The Cuatrman. Were you born in Chicago? 

Mr. Scutrrz. No, sir. 

The Cuarrman. Where were you born? 

Mr. Scuurrz. Milwaukee, Wis. 

The Cuarrman. How long have you lived in Chicago? 

Mr. Scuurrz. Since 1946. 

The Cuarrman. Where did you live prior to that? 

Mr. Scuurrz. I received my discharge from the Army May 20 of 
1946. 

The Cuarrman. How long were you in the Army ¢ 

Mr. Scuurrz. From 1943, August 13, inactive status until March 13, 
1944, and then active duty to May 20, 1944. 

The CHatrman. What Lremiih of the Army were you in? 

Mr. Scuurrz. I was in an antiaircraft battalion to begin with, and 
then they switched over to chemical mortars. 

The Cuatmman. Did you go to college? 

Mr. Scuurrz. I have a year and a half in college. University of 
Wisconsin. 

The CHarrman. How did you uappen to come to Chicago? 

Mr. Scuuirz. My parents came to Chicago after the war, and that 
was my home, so I came where they were. 
. Li Cuarmman. What is the first employment in a bank that you 

ad? 

Mr. Scuurrz. Exchange National Bank. At that time it was called, 
I believe, the Halsted Exchange National Bank, at 19th and Halsted, 
in 1946. And I worked there from September to January of 1947. 
And I was in the University of Wisconsin for a period of time, then 
back to the Exchange National Bank in the summer of 1948. In the 
fall of 1948 I quit Exchange National Bank, and through an adver- 
tisement in the paper I went to work for Southmoor B 

The Carman. How has your experience been there? Have you 
had a satisfactory experience at the Southmoor Bank 

Mr. Scuurrz. Yes; I have. It’s one of the reasons I left a large 
bank to go to a small one. I felt I had more opportunity to learn 
more about banking and continue my career in it, which proved out. 

The Cuarrman. Do you own any stock in the Southmoor Bank? 

Mr. Scuurrz. Yes; I do. Six s 

The Cuarrman. Did you buy it? 

Mr. Scuurrz. Yes; I did. , 

The Cuarrman. When did you first meet Mr. Hintz? 

Mr. Scuurrz. October 1948. 
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The Cuarrman. Was he your superior in the bank? 

Mr. Scuurrz. Yes; he was. 

The Cuarrman. What was his position ? 

Mr. Scutrrz. Executive vice president. 

The Cuamman. And what was your official title? 

Mr. Scuturrz. At that time I went to work as a savings teller. 

The Cuarrman. Savingsteller? Had you known him prior to your 
joining the bank? 

Mr. Scuuitz. No; I did not. 

The Cuarrman. What is your impression of Mr. Hintz as a banker? 

Mr. Scuutrz. At that time—let me answer it this way: you ask 
me what my impression of you is; I would give no impression at that 
time. 

The Cuarrman. You had no impression at the time? 

Mr. Scuturrz. That’s correct. 

The Cuarman. When did you first start having dealings with Mr. 
Hintz in the cashing of State warrants? 

Mr. Scutrrz. I can’t give you an exact date of the first warrants 
that went through. The only recollection I have—and that comes 
from an account or a ledger that has been referred to in the newspapers 
as Mr. Hintz’ ledger—that was in December of 1953. And then diving 
the years 1954 and 1955. 

The Cuatrman. To the best of your memory, then, sometime in 
December of 1953 some State warrants were cashed in the bank. 

Mr. Scuurrz. That’s correct. 

The Cxamman. Do you remember if they were large warrants or 
small warrants? 

Mr. Scuttrz. The first State warrants I ever saw, or was called 
upon to cash by Mr. Hintz, were to my best recollection travel 
vouchers payable to Orville E. Hodge. 

The Cuamman. Travel vouchers ? 

Mr. Scuurrz. Yes; a State warrant. On it was written “travel al- 
lowance.” And they were small amounts, below a thousand dollars. 

The Crarmman. Below a thousand dollars? Do you remember 
when the first large warrants came through? 

Mr. Scuurrz. No, sir; I do not. 

The Cuarrman. There were some very large ones came through. 
You have no memory—— 

Mr. Scuurrz. I could not state to you when the first large warrant 
came through. I have no records of it or no thoughts on it. 

The Cuairrman. Why were you selected from the various employees 
of the bank to cash these warrants? 

Mr. Scutrrz. I'll answer that with two answers: First of all, you 
must understand the structure of the bank—I mean the inside of the 
bank, the way it looks sizewise, and where the cages are. Also I make 
this statement : That I don’t—I believe that I’m not the only one that 
cashed all the warrants that were processed through Southmoor 
Bank... The bank itself—the floor is probably at least twice as big 
as this room right here. 

The Cuatrman, It’s what? About the size of this room? 

Mr. Scuurrz. About twice the size of this room, right here. going 
this way, and depthwise it’s a little bit deeper than this. 

Then you must remember 2 banks of tellers’ cages, 1 on one side, 1 
ontheother. I’m using you as the entrance of the bank. 
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When you come in the bank, to the right-hand side. the first cage 
is the note cage, loan and discount department, collections, That was 
my job from the fall of 1952. Then to your right, and all the way 
around when you come into the bank, there’s an office and also a board 
of directors’ room that was Mr. Hintz’ office. His secretary sat right 
outside of his office, and the first cage was the note cage that he had 
access to as far as calling anybody or doing anything. I state that it 
wouldn’t have made any eaten if I were there or anybody were 
there; that is the cage the stuff would have been processed through. 

The Cuamman. It was your view it was entirely the proximity of 
your cage to his office that determined who would do this? Is that 
right ¢ 

Mr. Scuurrz. Plus the qualifying factor I assume he must have 
somebody—that if you were given a direction in the banking busi- 
ness—and most oldtime bankers will bear this out—I have an un- 
qualified loyalty to any of my superiors. If they tell me to do 
anything, P'll do it. And T say that in the terms of banking or any- 
thing else. In other words, I don’t question if it—if he gave me 
something to do, gave me a note to process, gave me a check to cash, 
I did it, and I didn’t ask him why or what for. 

The Cuarrman. You wouldn’t want the committee to understand 
that you would do something you knew was wrong ? 

Mr. Scuxirz. No,sir. No; that’s not my statement. 

The Cuarman. You mean in the ordinary course of business ? 

Mr. Scuurrz. That’s correct. 

The Cuarman. Was there anything unusual in the way Mr. Hintz 
handled these warrants ? 

Mr. Scuurrz. Well, two things unusual. One of them, warrants 
were made payable to corporations or companies, which by all rhyme 
and reason should be deposited to those company accounts regardless 
of what bank they were in. And No. 3—or No. 2—checks were drawn 
on Southmoor Bank written by Orville Hodge, were not charged 
against an ordinary ledger sheet. They were given to Mr. Hintz, and 
the money to pay for the checks was taken out of what is—I called the 
brown envelope and he calls the white envelope. Both of us are right. 

The CHarrman. Tell me how did it start? Describe this. It’s 
really difficult for me to understand this procedure. How did he first 
start? Did he call you and say, “Do this”? Because, as you have 
indicated, it’s rather unusual. How did it start? What did he say 
to you? 

Mr. Scuxrrz. Let me say this: It’s unusual as far as the checks, who 
they are payable to. It’s not unusual at all for a senior officer to call 
a junior clerk or any clerk and say, “Here, will you do this for me?” 

The Cuatrman. Describe it exactly. You know this well but. I 
don’t. This is—— 

Mr. Scuurrz. Call me over, give me a check or a series of checks or 
two checks and say, “Will you please get me the cash on these?” 

The Cuamrman. He would say that to you? 

Mr. Scuurrz. That’s correct. 

The Cuaiman. In large amounts? 

Mr. Scuxirz. Well, depending on what the size of the check—most 
of the checks were large. Then he’d say, “Get me large bills for these.” 
So I would procure large bills and give them back to him. 
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The Cuairman. Wasit just you? Did he just say itto you? Any- 
body else around ¢ 

Mr. Scurrz. Most of the time, to the best of my knowledge, Mr. 
Epping was in his office. 

he Cuarman. Mr. Epping? 

Mr. Scuuitz. Uhhuh. Edward Epping. 

The CaarmMan. Any secretary? Did he havea secretary ? 

Mr. Scuurrz. His secretary sat. on the outside of his off 

The Cuarrman. Who was his secretary ¢ 

Mr. Scuurrz. Carolyn Marshall. 

The Cuamman. She was outside, not in the office where he was 
talking to you? 

Mr. Scuuirz. No. 

The Cuatmrman. She didn’t observe or hear what he told you? 

Mr. Scuuitrz. She could have. I don’t know. There is a connecting 
window between the two of them, and if that window were open 
ordinary conversation certainly would carry that far. It’s a matter of 
3 feet at the most. 

The CHamman,. Did she ever bring to you a message from Mr. 
Hintz and ask you to do anything? 

Mr. Scuurrz. Well, most of the time she was the one that called 
me and said, “Mr. Himtz wants to talk to you.” 

The CuarrmMan. Wants to talk to you? 

Mr. Scuerrz. That’s correct. 

The Cuamman. Sothen you would go into his office ¢ 

Mr. Scuurrz. That’s correct. 

The CHarrman. And usually Mr, Epping was there / 

Mr. Scuurrz. Yes, sir. 

The Cuamrman. What would Mr. Hintz say to you? 

Mr. Soutrrz. Take these warrants, checks—I’ll refer to them in the 
future as checks; that’s my terminology of them—take these checks, 
cash them, and bring me back the cash. That’s what I would do. 

The CHarmMan. He never said what he wanted it for? 

Mr. Scnurrz. What they were. Why I was to do it or anything 
else. 

The Cuarrman. When he gave you that instruction, you took the 
checks out to your cage? Did you examine them and total them up 
or were they already totaled or not ? 

Mr. Scuurtz. No; in other words he would give me the checks. 
I’d run an adding machine tape on them. 

The Cuamman. You'd run them up? 

Mr, Scuurtz. That’s right. I wanted to find out how much was 
there, and whatever it was I'd take that money back to him. 

The Cuamman. What would you normally keep in your particu- 
lar cash drawer in your cage ? at was the normal amount of cash? 

Mr. Scuuirz. The normal cash in the note cage runs from $1,000 
to, oh, $3,500 at a top. You don’t have much cash. Most of the 
business in the note cage is by checks. It’s payment of notes, real- 
estate payments, automobile payments, and so forth, and those are 
made by check, majority. 

The Cramman. Well, then, if normally a man comes-to- your 
cage and cashes a check, it was usually a relatively smal] amount? 

Mr. Scuurrz. That’s correct. 
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The Caamman. It wasn’t normal for poopie to come in and ask you 
to cash $10,000 or $20,000 checks? Did they? \ 

Mr. Scuurrz. No; that wouldn’t normally. 

The CHarrman. Very unusual? 

Mr. Scutrrz. That would be done at the payer’s and receiver's 
cage. 

The Cuarrman. Even at a payer’s or receiver's cage, is it customary 
for private people to come in and cash large amounts, to go out: with 
$10,000, $20,000, or $50,000 in cash ? 

Mr. Scuuirz. Not customary, but you’d be surprised how much it’s 
done—how many people walk the streets with a large amount of money 
in their pocket. 

The Cuaimrman. You took his check, went into your cone, you got 
the money, and you took it back in and personally handed it to Mr. 
Hintz ? 

Mr. Scuurrz. That’s correct. 

The Cuatrman. In cash? 

Mr. Scuurrz. That’s correct. 

The Cuatrman. Did Mr. Hintz sign—endorse—any of these checks ? 

Mr. Scuurrz. Not tomy knowledge. 

The Cuarrman. You would know, wouldn’t you? 

Mr. Scuurrz. I would—they were endorsed when they were given 
to me. 

The Cuatrman. They had already been endorsed ? 

Mr. Scuurrz. That’s correct. 

The Cuarrman. Who in the bank determines the validity of the 
endorsement in a normal transaction ¢ 

Mr. Scuurrz. You’re speaking of cashing a check? 

The Cuarrman. Yes; when you cash a check. What—— 

Mr. Scuurrz. If you went to my bank the officer that dealt with you 
or the man at the counter who had the authority to O. K. checks would 
determine the validity of the check and the endorsement and the 
method he wanted it—what he wanted done on it. ar 

The Cuarrman. These checks he handed to you, did you feel it was 
your responsibility to pass upon the validity of the endorsements ? 

Mr. Scutirz. No, sir. 

The Cuarrman. Why not? 

Mr. Scuurrz. Mr. Hintz gave it tome. That was already on there. 
He gave it to me and told me to cash it. That was his job, not mine. 

The Cuarrman. Then, under the routine of the bank, you assumed 
that he’d already passed upon the validity of that endorsement ? 

Mr. Scuurrz. Correct. 

The Cuarrman. If Mr. Epping had brought this check directly to 
you instead of Mr. Hintz, would you have felt it was your duty to pass 
upon the validity of the endorsement ? 

Mr. Scuurrz. Yes, I would have. 

The Cuatrrman. What would you have done in that case?” 

Mr. Scuurrz. Refused to cash the check. 

The Carman. How do you know you would? Why would you 
have refused ? 

Mr. Scuurrz. Well, we’re talking about a hypothetical check.» I’m 
assuming you mean one that would be payable to a corporation. 

The Cuarrman. Yes. For the pu of illustration, assume Mr. 
Epping had brought this very same check that. you did eash: directly 
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to you without passing through Mr. Hintz’s hands. Would you have 
cashed it ? 

Mr. Scuurtz. No. 

The Cuamman. What would you have done? 

Mr. Scuuirz. Refused it, told him I wouldn’t cash it. He’d have 
to deposit it to whatever bank that company did business with, and 
if they owed him money they’d have to write a check back to him to 
pay it to him. 

he Cuarrmman. In practically every case then, these-checks, the 
payee’s checks, did not have an account in the Southmoor Bank? Is 
that correct ? 

Mr. Scuurrz. To the best of my knowledge none of them had an 
account with the exception of Fabricrafts Sales, and I say that because 
it’s been checked by the FBI and the Collector of Internal Revenue 
and two district attorneys, and so forth. They have checked that, and 
they verified that. 

he CHareman. So that circumstance alone would certainly raise 
a question in your mind? That is, the cashing of checks in a bank 
where there was no account of the payee? Is that right? 

Mr. Scuurrz. Correct. 

Is it all right if I smoke? 

The Cuarmman. Certainly. 

Describe, just to complete this part of it, what happens. The 
check goes to your cage. Then where does it go from there after 
you’ve cashed it? What happens to the check? 

Mr. Scuurrz. At the end of the day it’s run on the back of the 
teller’s sheet along with the rest of the checks and a total is put on 
the sheet. And that total is charged to the proof department or the 
IBM machine. It is then run by that batch of checks which this one 
specific check we’re talking about is in that total. It’s run by the 
IBM machine, put into the proper sort. I mean “proper sort.” In 
our bank we have two 32-compartment IBM machines, and certain 
banks get a direct sort, out-of-State or transit items for example go 
into 1 bin, your deposits go into 1 bin, the checks on your own bank 

into 1 bin, and that sort of thing. Our correspondent is First 
National. All the checks that are not drawn on our bank, regardless 
of this breakdown, are sent directly to First National. They in turn 
re-prove and send out to the bank that does the paying or to their 
correspondent. 

We receive credit in its entirety for that deposit on our First 
National bank statement, of which this one check would be in. 

The Cuarman. What does the term “re-prove” mean ? 

Mr. Scuurrz. Well, I run the checks or a note teller or any teller 
runs the checks, gets a total of X amount of dollars. You don’t 
know if a run those right, if you made a mistake in running 
them. ey go to the IBM machine. She in turn reruns them and 
divides them into the categories they belong, comes up with the same 
total you have. 

The Cruatrman. In your bank do you not take a picture of each 
check in a Recordak machine? 

Mr. Scuurrz. No; we do not. 

The Cuarrman. You never have? 

Mr. Scutrrz. We photostat out-of-State items only. 
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a CRAP. I thought it was customary these days for nearly 
all banks— 

Mr. Scuurrz. The cost is prohibitive. I think you'll find very few 
banks in the city of Chicago. that photestat all the checks that go 
through. There’s one I know of—South Chicago Savings Bank— 
photostats everything. 

The Cuarrman. I’m under the impression that the relatively small 
First National Bank of the State of Arkansas does that. It’s a bank 
of about $12 or $14 million deposits. Lf they could afford it—— 

Mr. Scuurrz. I don’t know unless you have actually checked that, 
sir. I would check to find out if they photostat all the checks. They 
may photostat transit items going out of State or not in their locality. 

The Cuarman. I see what you mean. You do have a machine? 

Mr. Scuurrz. Oh, yes. 

The CHarrman. But you don’t use it on what you call local items? 

Mr. Scuurrz. That’s right. In other words, a check going to First 
National or Continental, to any of the Chicago area banks or any 
[illinois area banks. 

The Cuarrman. Oh. Well, I haven’t gone into it. I only remem- 
ber having observed such a machine in this bank, and I was under 
the impression they did photostat all checks. 

Mr. Scuurrz. I don’t think they photostat all of them. I think 
it would be a good idea if they did. 

The Cuarrman. I see. Lf you should cash a forged check at your 
bank and it goes through the first-bank and so on, then in the normal 
course of events does it come back to you? Do you have to stand 
the loss ? 

Mr. Scuurrz. Excuse me. Let me interrupt. What do you mean 
by forged check? Forged endorsement or forged check on the sur- 
face? There’s a difference as far as where the responsibility goes. 

The Cuatrman. Let’s take a straight check written by a man who 
isn’t authorized to do so, a forged check in its initial stages, and you 
didn’t recognize that and you cashed it. 

Mr. Scuurrz. All right. We wouldn’t recognize it. Say the check 
were drawn on another Chicago bank and it were on some company 
and the signature on the bottom was a forged check, was a forged 
signature. 

The CHarrMan. Yes. 

Mr. Scuurrz. Allright. That’s a forgery on the maker of the check. 
It would go to that particular bank. The meneter payer would get 
it, see that it was wrong, and it would come back through to us. We 
would charge it back to the endorser of the check. 

The Cruamman. I see. Now, then, in this case these checks were 
endorsed by whom ¢ 

Mr. Scuurrz, The checks were endorsed in part—and that’s because 
I only saw it happen once or twice to my knowledge—Carolyn Mar- 
shall typed the typewritten endorsements that are on the back of 
there—were put on there by her typewriter. 

The Cuamman. Oh. She endorsed them ? 

Mr. Scuurrz. Not all of them. I don’t know if she endorsed all 
of them. There are 1 or 2 instances I know she called me and said 
Mr. Hintz wants you. I went there and he said, “Wait a minute.” 

And Carolyn Marshall had a check in her typewriter, and she handed 
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the check to him, and he in turn handed the check to me. What 
amount it was, who it was payable to, I don’t know. 

The Cuamman. She was endorsing the name of the payee of that 
check on the back ? 

Mr. Scuurrz. That’s correct. 

The Cuarrman. In that case, if you cashed the check and the en- 
dorsement is unauthorized, who stands the loss? 

Mr. Scuurrz. The insurance company. 

The Cuarrman. What insurance company ? 

Mr. Scuirrz. The insurance company that insures the bank against 
fraudulent endorsements. 

The Cuarrman. What extent is that insurance—— 

Mr. Scutrrz. In our bank? 

The Cuatrman. Yes. 

Mr. Scuuirz. This I only know from the newspapers. I don’t know. 
That’s not part of my policy. A million dollars. I think its a million 
and a quarter. There’s some differential on it though. There’s 2 poli- 
cies, 1 for a million. 

The Cuamman. If you did not have the insurance policy—for 
which you pay a substantial premium I take it—does the bank lose 
that money ? 

Mr. Scrurrz. Yes; it would have to. There would be no way we 
could charge it—any account we could charge it back to. We’d have 
to charge it back to ourself, which would be a loss on our part. 

The Ceaciieads 3 Well, then, the real risk is in the bank which cashes 
the check and accepts the endorsement, isn’t it ? 

Mr. Scrurrz. The endorsement 

The Cuamman. The purpose of the insurance policy is merely to 
transfer the risk for a fee ? 

Mr. Scuurrz. That’s right. 

The CuatrmMan. The lability is on the bank in the first instance? 

Mr. Scutrrz. Correct. 

The Cuarrman. Does the insurance policy insure against officials of 
the bank forging these endorsements? 

Mr. Scurirz. That has something to do with the bonds that are put 
on officials of the bank. What it is I don’t know. In other words, 
we're bonded for a certain amount of money, and that ties in that bond. 

The Cuarrman. That is a separate matter, isn’t it? 

Mr. Scrurrz. The bond is a separate—— 

‘The Cuarmman. The bond is a separate matter pertaining to— 

Mr. Scuurrz. Well, what I’m getting at, the insurance company that 
would have to pay for the fraudulent endorsements would then turn 
around and try to collect, I suppose, from the bonding company who 
bonded that official. 

The Cuarrman. I was asking a little narrower question. It interests 
me. I hadn’t thought of this insurance angle. Do you think your 
policy—let’s assume it’s a standard insurance policy—protects the 
bank under this endorsement? I mean guarantees against a forged 
endorsement, against an endorsement by an official of the bank? 

Mr. Scuurrz. I don’t know. I don’t know. I’ve never read the 

solicy. 
The Cuarrman. The bond might be under an entirely different 
policy. ; 

Mr. Scuurrz. I never read the policy so I don’t know. 
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The Cuarrman. I wondered about that, if you knew. That’s some- 
thing we might inquire into. It seemed to me they might well limit 
liability to endorsements of people outside of the ca 
I 


but here if 


Mr. Scuuirz. Well, there should be something tie in with that then 
though, because the officer, he would be O. K.’ing that endorsement, so 
there would be a tie-in I would say between the two of them also, 

The Cuarrman. He not only O. K.’d it, he endorsed it in this case, 

Mr. Scuurtrz. That’s right. 

The Caiman. So far as you know, Mr. Hintz had no authority 
io endorse checks for these various payees? Is that correct? 

Mr. Scuurrz. Not to my knowledge. 

The CHarrman. Your knowledge or connection with the money 
ended ie you handed it to Mr. Hintz? You don’t know what he did 
with it 

Mr. Scuurtz. That’s correct. 

The Cuarrman. In every case? 

Mr. Scuuirz. No, there’s one exception to that where I did not hand 
money to Mr. Hintz and Mr. Epping got the money. That’s the cash- 
ing of $85,000 worth of warrants on October—— 

Mr. Wautace. Mr. Chairman? 

The Cuarrman. Mr. Wallace would like to ask you a question. 

Mr. Wauuacs. Didn’t you see Mr. Hintz put the money in an en- 
velope? 

Mr. Scuurrz. Yes and no. In other words, I didn’t stay. In other 
words, when I’d take the money back in and give it to him I would 
turn around and walk out, and I couldn’t state whether he put it in an 
envelope then or not. 

The Cuamman. To clarify that, you usually handed the money to 
Mr. Hintz? 

Mr. Scuurtz. That’s correct. 

The Cuamman. And you don’t know what he did with it except 
sometimes he may have put it in an envelope? 

Mr. Scuuitz. That’s right. The envelope—in other words, if I may 
jump the gun a little bit, I think what you’re getting around to is 
what was referred to as a brown envelope or the white envelope. 

The CHarrMan. Yes. 

Mr. Scuurrz. We're both correct. 

The CHatrman. Did you ever see Mr. Hintz hand any of this 
money to Mr. Epping? 

Mr. Scuurrz. } 0: T did not. Not to the best of my knowledge. I 
have tried to recall it, and I don’t recall whether there was times that 
T actually saw him do it or not. 

The Cuarrman. Did you ever hand Mr. Epping any money di- 
rectly ? 

Mr. Scuurrz. Yes; I did. 

The Cuarrman. When was that? 

Mr. Scuurrz. October 14, 1955. 

The CHARA. Can you tell us the circumstances of that particular 
episode ? 

un Scuurrz. Either on October 13th in the afternoon or else Octo- 
ber 14th early in the morning Mr. Hintz requested that I go to Meigs 
Field at Chicago Airport here—— 





ILLINOIS BANKING SITUATION 267 


The Cuarrman. Where is Meigs Field? 

Mr. Scuurrz. Located right by the planetarium off the Outer Drive 
just north and east of Soldier Field. Part of it is right east of 
Soldier Field. 

The CuatrmAn. Is that out by the lake? 

Mr. Scuuitz. That’s right. 

The Cuamrman. I thought that was a private field. 

Mr. Scuurrz. No. 

The Cuatrman. Public field? 

Mr. Scuurrz. Public field. 

The Cuamrman. How do you spell it ? 

Mr. Scuuirz. M-e-i-g-s. 

The CuatrmMan. Does that belong to the city ? 

Mr. Scuurrz. You got me; I don’t know. 

The Cuarrman. The State? 

Mr. Scuurrz. Part of it is a result of the World’s Fair as far as [ 
know. It had something to do with that, and they didn’t put the land 
back the way it was. They left it out that way. 

The Cuamman. Who was it named for? What is the significance 
of the name Meigs? 

Mr. Scuirz. T don't know that either. 

The CuarrMan. Well, go ahead. I never landed there. I have 
seen planes out there. I wondered what that was. 

Mr. Scuuirz. Before going down, Mr. Hintz wrote a letter directed 
to a ‘Mr.; Verne Bartling, vice president at First National Bank, in- 
forming him that Ralph K. Schlitz would be presenting a draft for 
$85,000, would he please honor it and that this was a specimen of his 
signature. Down in the left-hand corner of the left 

The Cuarman. Did he give you the letter ? 

Mr. Scuuirz. In a sealed envelope with a draft for $85,000. I had 
to sign the letter first. They put the bank seal over it. When it’s paid 
at the other end you again re-sign your. name for identification pur- 
poses. In other words, I didn’t know any of that people down at. First 
National that he had called. 

The CuarrMan. He telephoned them ? 

Mr. Scuurrz. That’s correct, telephoned them, and then he wrote 
a letter and said he was sending me down. 

The Cuamman. That was the morning of the 14th? 

‘ aia Scuurrz. That’s when I received the letter and the draft for 
85,000. 

The Cuatrman. What did you do? 

Mr. Scuuitz. He told me to go to Meigs Field. There I should wait. 
At 11:30 a plane from Springfield was due in, that Mr. Epping was 
going to be on the plane. What type of plane or who else was in it I 
didn’t know. 

The plane didn’t arrive at 11: 30. 

The CuatrMan. What time did you leave the bank? 

Mr. Seunrrz. About 11 o’clock, 10 minutes after. Takes about 20 
minutes. 

The Cuamman. How did you get over there? 

Mr. Scuurrz. I drove. 

The Cuatrman. Your car? 

Mr. Scuurirz. Yes, sir. 

The Cuamman. Go ahead. 
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Mr. Scuutrz. The plane didn’t get there at 11:30, didn’t get there 
at 12 o’clock, didn’t get there at 12:30. In fact, didn’t get there until 
sometime between 1: 30 and quarter to2. And I was a little disturbed 
because knowing First National closes at 2 o’clock I wanted to make 
sure I could get in the bank after it was closed. So I had called out 
to our bank to find out if Mr. Hintz had any information where the 
plane was or anything like that or how long I was supposed to wait, 
if I was supposed to wait until it came or if I was supposed to go 
back to the bank. 

Well, the plane got there about quarter to2. Previous to the arrival 
of the plane, sometime shortly after 1:30, Mr. Victor Struppa drove 
up in a State limousine—and I assume it’s a State limousine. License 
plate No.4 on it. It was a black Cadillac. 

He and I stood there chinning. He said, well he was waiting to meet 
the boss. I said, “I’m waiting to see Epping. They must both be 
coming.” And that was about the extent of our conversation. 

I waited, and he waited. 

The Cuarrman. Who did he mean was the boss? 

Mr. Scuurrz. He referred to the boss as Orville Hodge. 

The Cuamman. Was he an employee of Mr. Hodge? 

Mr. Scuurrz. He works for the auditor’s office as a chauffeur, to the 
best of my knowledge. 

The Cuatrman. Did the car belong to the State or to him? 

Mr. Scuurrz. It had an Tllinois license plate No. 4 on it. ‘Now, if 
it was a State limousine or not I don’t know, but it was a big black 
Cadillac. 

The CHatrman. Do all State cars have a special license different 
from the ordinary citizen’s license ? 

Mr. Scuurrz. Not in Illinois. This had a license plate No. 4, 
which was a regular license plate as far as I recall. I know the 
number was 4. That’s all that stuck in my mind. 

The Crarrman. Did it happen to strike you as being unusual, that 
4—-you remembered it? 

Mr. Scuurrz. That’s an odd—it is a small number, and you re- 
member something like that. At least I do. 

The Cuatrman. Mr. Struppa—how do you spell his name? 

Mr. Scurirz. S-t-r-u-p-p-a as far as—is that right? 

The Carman. Do these photographers disturb you any, Mr. 
Schlitz? 

Mr. Scuuirz. No. 

The Cuatrman. Off the record. 

(Remarks off the record.) 

The Cratrman. Go ahead. Just tell us what happened. You 
didn’t have any money with you? 

Mr. Scuurrz. No, I had this letter with a draft on our bank or 
our bank to First National drawn on First National’s account. In 
other words, we have a checking account with them, and we drew a 
draft payable to them. Our account would go down $85,000. 

The plane arrived. There were—I don’t know who the pilot was. 
I didn’t even see the pilot. 

The Cuarrman. What kind of plane? 

Mr. Scuurrz. I don’t know what kind of plane it was. I stayed 
in the pavilion or the anteroom. 
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The Cuamman. Does that airport take big planes or small ones? 

Mr. Scuurrz. It will take up to, I think, a C-47, I think, right 
now, is—— 

The Cmarrman. Wasthat a 2- or engine plane? 

Mr. Scuuirz. No; 2-engine, 21-passenger ship, I think, is the biggest 
it will take. 

The Cuamman. Did Mr. Hodge have planes of his own or were 
these State planes? 

Mr. Scuurrz. That I don’t know. As far as I know there were two 
planes he used to fly back and forth in. This was according to 
newspapers. And I don’t know whether it was his plane or a State 
plane or I don’t know what kind of plane it is. 

The Cuarrman. You did not see the plane? 

Mr. Scuurrz. No; I didn’t see the plane. 

The CuamrmMan. You were sitting inside? 

Mr. Scuurrz. Inside. 

The Cuairman. Was it a cold day? 

Mr. Scuurrz. Oh, it was windy. 

The Cuamman. Windy ? 

Mr. Scuurrz. Raw, yes. October. 

The Cuatrman. Is that a regular commercial place? Can you 
go out and get.on a commercial plane there ? 

Mr. Scuuirz. I don’t think there is any commercial lines that run 
through there. 

The Cuarrman. I didn’t think so. 

Mr. Scuurrz. To my knowledge. 

The Cuarmman. You were sitting in a private waiting room? 

Mr. Scuurrz. That’s right. 

The CHarrman. Go ahead. 

Mr. Scuuirz. Through the door came Mr. Hodge and Mr. Epping. 
I had never met, Mr. Hodge before. Mr. Epping introduced me to 
him: “This is Ralph Schlitz from Southmoor Bank. ‘This is Mr. 
Hodge.” O.K.; we walked out. 

The Cuamman. What did he say to you? 

Mr. Scuuirz. Hello, how are you. 

The CuarrmMan. Glad to see you? 

Mr. Scuuirz. No; that was all—hello, how are you. 

The Cuarrman. Was he cordial to you? 

Mr. Scuurrz. Well, let me say that the man to me seemed, to what 
had been published about him before, he was a polished politician, 
very well groomed, self-confident, and, in other words, I was just 
another person he was meeting. No impression made on him, or he 
didn’t try as far as I know to make any impression on me for any 
reason. 

We got into the car, and he had in his hand—— 

The Caamman. You got in whichcar? His car? 

Mr. Souurrz. No, this limousine, whether it was State or what it 
was. He had in his hand a green box about the size of—if you go to 
purchase a suit and take it with you—a suit box about like so [indi- 
cating]. It was green; that I remember. He handed it over the 
front seat to Mr. Struppa, and he said, “This is for Ike Voltz” or “for 
you” or vice versa. In other words, he had a pocenee that he handed 
: nent and he either told him it was for Struppa or for Ike 

oltz. 














270 ILLINOIS BANKING SITUATION 





The Cuamman. Who? 

Mr. Scuurrz. Ike Voltz. 

The Cuamman. Whois he? I-—— 

Mr. Scuurrz. Well, he’s another guy that works for the State, 
worked for Hodge’s office, ran the office up here in Chicago I = 
I don’t know. And whichever man that package was for he said that, 
“T also have a package for the other one.” 

We got in the car—that was right after oe in the car. TI sat 
on the jump seat right behind Struppa, and to the left of me to my 
rear sat Mr. Epping, and to the right of me to my rear sat Mr. ; 

We went on the Outer Drive, drove up to the street which I— 
I don’t recall the street that’s north—it’s a west street. It’s north 
of First National Bank. It’s on the northern end of First National 
Bank. Anyway, it’s a west street. 

And the extent of the conversation in the car was that it was nice 
weather, and Hodge said to Epping, “You’re going back to Spring- 
field ?” and he said, “Yes, I’m going back to Springfield today.” And 
“Let me off downtown.” 

And Mr. Hodge was let off downtown within a couple blocks of the 
bank. He has an office downtown somewhere, and I assume it was on 
the corner nearest that. I don’t know. 

We then drove around First National Bank and pulled up on the 
Clark Street side. Mr. Epping then asked Mr. Struppa if he had 
had lunch yet, and he said “No.” He said, “Well, you better go get 
some. Bring me a sandwich back. We'll be out in a few minutes.” 

We got out of the car right before 2 o’clock, went upstairs to go up 
to the second floor in the bank, and we turned left. That’s where 
Mr. Bartling’s desk was—when you come in the Clark Street side, up 
the stairs and up to your left. 

The Cxamman. What is Mr. Bartling’s position? 

Mr. Scuurrz. Vice president down there. He must have something 
. do with correspondent banks as far as I know. Beyond that I don’t 

ow. 

The Caarrman. Did Mr. Epping go with you? 

Mr. Scuurrz. Yes. He followed me about, oh, 6 or 8 paces behind 
me. I presented the letter to Mr. Bartling. He opened it, read it, 
said, “O. K.” Just about that time an assistant cashier right in front 
of him jumped up and said, “Can I help you?” And he said, “Well, 
here, take care of this.” 

Then I went along with the assistant cashier, side by side. We 
stayed on the second floor of the bank, went to the other end of the 
banking floor on the righthand side, went around in back to what is 
called the Brink’s or currency department on that floor. He presented 
the letter to the teller. The teller looked at it, read it, and then he 
got it back. Then he said to me, “Well, sign it.” So I si it. 
And that compared with the specimen signature that was under our 


bank seal. e guy gave me large bills. I stood right there and 
counted them. ; 


The Cuarrman. How big were the bills? 

_Mr. Scuurrz. Well, $85,000 in large bills. ‘The stack was about this 
high [indicating]. I put it in my breast pocket, and it didn’t make 
a bulge—I know that—any noticeable bulge. 

The CHarmman. How large? 
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Mr. Scuurrz. Well, it would have to be hundreds, fifties, and thou- 
sands—I don’t believe there were any thousands I know of. I think 


Mr. Scuurrz. Yes; and you wouldn’t need many of those, in other 
words, to make—there could have been thousands. I don’t know, but 
I know the stack wasn’t any bi than that, because I put it in my 
breast pocket, and I didn’t stick out like this. My coat was just like 
it is right now. 

We turned around. All this time Mr. Epping was about still 6 or 
& feet behind me. And on the way out of the bank floor then walking 
across the floor with this assistant cashier, whose name I don’t remem- 
ber, he said to me, “Do you have your bodyguard? Is that your body- 
guard behind you?” And I didn’t answer him. I just—— 

The Cuatrman. Who was that assistant cashier ? 

Mr. Scuurrz. I don’t know what his name was, sir. 

We then went down the stairs, went out. The car was right in front 
where we had left it. Got in the car. Mr. Struppa gave a sandwich 
and a paper carton of milk to Mr. Epping, which he proceeded to con- 
sume, and we headed back toward Meigs Field. 

Just after we turned off the Outer Drive—you go toward the plane- 
tarium. Then you have to make another right turn before you get 
into Meigs Field parking lot, Mr. Epping, who had had with him 
from the beginning, which I should have said in the beginning, a small 
valise, suitcase, satchel, or briefcase, whichever you want to call 3 
not any bigger than this [indicating] and about so [indicating] har 
case though, not a soft zipper-type case, a hard-type valise. He 
opened that up. He said—well, I don’t—I can’t tell you the exact 
words on that. In other words, “This is what you want,” or, “Here 
are the checks.” And he gave me checks, and I gave him $85,000. 

Mr. Struppa stopped in front of the airport entrance. He got out. 
I got out. I went to my car and left. I don’t know if Mr. Epping 
got in the plane, went back to Springfield. And I don’t mean to infer 
suyting else by that. I don’t know. I didn’t see the car pull away 
because I was already gone. I got back to the bank, and the checks 
were processed in the regular way. 

The Cuarrman. Did you count those checks before you gave him 
the $85,000 ? 

‘Mr. Scuurrz. That I did. 

The Cuarrman. Were the checks already endorsed ? 

Mr. Scuurrz. I can’t answer. I don’t know. To my knowledge 
they were because I didn’t ask—TI didn’t do anything when I got back 
to the bank except process the checks, And I have seen photostats 
of the checks since, and they bore endorsements. 

The Cuarman. At that time you didn’t examine the endorsements? 

Mr. Scuurrz. I examined the endorsements and the check itself. 
In other words, I looked at the check to see if it was a check dated in 
the amount, totaled the amounts, and in all probability I flipped them 
over and looked on the back. 

The Cuamman. Did you do that before you gave him $85,000 ? 

Mr. That’s correct. In other words, he gave me the checks, 
I looked at them, reached in my pocket, gave him $85,000. 

The Cramman. At Meigs Airport ? 

Mr. Scuurrz. That’s correct; in the automobile. 
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The Cuarmman. In the automobile? 
Mr. Scuurrz. That’s correct. 
The Carman. Did he count out the $85,000 right there to, see if 

you gave it all to him? 

Mr. Scuurrz. No, he did not. : : 

The Cuairman. Just put it in his pocket? 

Mr. Scuurrz. He put it in the suitcase. 

The Cuarman. He trusted you. 

Mr. Scuurrz. I guess so. 

The CaARREAR. What was the name of the man at the First Na- 
tiona 

Mr. Scuurrz. Verne Bartling. 

The Carman. How do you spell that? 

Mr. Scuurrz. B-a-r-t-]-i-n-g. 

The Cuarrman. Did he a surprised at all when you came in for 
$85,000 in cash? 

Mr. Scuurrz. No. I assume that he had made—that Mr. Hintz had 
called him previously and knew that I was.on the way down. That 
would be the normal procedure. 

The Cuarrman. It strikes me as rather unusual for the First Na- 
tional Bank to be handing people $85,000 in cash. Isn’t. it? Don’t 
you think it was? 

Mr. Scuurrz. I do and yet I don’t. There are lots of times there 
are transfers made from the Loop banks to smaller ones. Normally 
we don’t carry large amounts of cash in the bank in any one special 
denomination. 

The Cuamman. Isn’t that sort of thing usually done by people like 
Brink’s or one of the armed guard services ? 

Mr. Scuuitz. That’s correct, if the time warrants it, or if it can be 
fit into the schedule. 

The Cuarrman. I mean it isn’t eustomary, is it, for banks to send 
employees such as yourself about the streets of Chicago with that 
kind of money in tlieir pocket? Is it? 

Mr. Scuurrz. No. 

The Cuarmman. What did you think about this? Did this all seem 


on the level with you? 

Mr. Scuuirz. Seemed kind of odd to me but I wasn’t going to ques- 
tion it. It wasn’t my worry. 

The Cuatrman. Why not? When you say “kind of odd,” it was 
very unusual, wasn’t it 

Mr. Scuurrz. That particular transaction, yes. 

The Cuarrman. What did go through your mind? What did you 
think about it? 

Mr. Scutrrz. I thought it was rather strange that something like 
that would be done, and I didn’t question it. I thought it was strange. 
Anybody with any brains would think it was strange. 

The Cuamran. Didn’t it occur to you that this might be part of 
some scheme of a fraudulent nature? 

Mr. Scuurrz. No, it did not. 

The Cuarmman. It didn’t? 

Mr. Scuurrz. No, I didn’t think anything about scheming or frand- 
ulent nature. I thought it rather odd. ere’s a statement that Mr. 


Hintz made that I think has a big bearing on this, and I—— 
The Cuarmman. What’s that? 
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Mr. Scuurrz. And I don’t mean to infer anything to you, Senator, 
That, in politics—and be it State or Government or anything else— 
he made the statement that a contract would be let for a certain amount 
of money and there was a kickback involved, that the only way the 
people letting the contract, the State official letting the contract, was 
assured of his kickback was to cash the check itself or to get the full 
proceeds of the money or warrant, take the cut out, and see that the 
company then got its amount of money. 

I think that, as far as ’'m concerned, has a point in this’whole thing. 

The CuHarmman,. Did he make that explanation to you? 

Mr. Scuurrz. No. 

The Cuarrman, In explaining this procedure ? 

Mr. Scuurrz. No; he and I never discussed it. I never discussed it 
with him. I didn’t want to discuss it with him. 

The Cuarrman. How did you become aware of that explanation ? 

Mr. Scuuitz. Through the eat after this all broke out. 

The Cuarrman. The newspaper 

Mr. Scuurrz. That’s right. 

The Cuarrman. Did that explanation seem quite logical and normal 
to you? 

Mr. Scuritz. At the time it.came out in the newspaper, not through 
all the rest that had gone on now. No; he made that in defense of 
what he had done. 

The Cmarrman, Do you think that is a normal situation? 

Mr. Scuurtz. I don’t know. I would—— 

The CuHarrman. Well— 

Mr. Scuuitz. I don’t refuse to answer you. Let’s say I prefer not 
to answer you. I don’t know. 

The CuarrmANn, I just wondered what is your present attitude. Do 
you think that is customary in all public affairs? 

Mr. Scuuitz. Now you’re pinning me down. I don’t know. 

The Cuarrman., I accept in good faith that you don’t know, but why 
do you = to saying you think yesorno? You can speculate about 
it. I think—— 

Mr, Scuuitz. When you begin to speculate, then too many meanings 
are written into words that you speculate on, so—— 

The Cuarmman. You do admit this: That it was quite an unusual 
circumstance ? 

Mr. Scuurrz. Correct. 

The Caarrman. Getting $85,000 in big bills? Isn’t it unusual? 

Mr. Scuuitz. Correct. 

The Caarmman. How you could avoid thinking that there was some- 
thing that was most unusual and peceany something that—— 

Mr. Scnurrz. Irregular. That I agree. About it. 

The Cuarrman. Irregular about it? 

Mr. Scuuirz. That’s correct. 

The Cnarrman. You did think that; didn’t you? 

Mr. Scuuitz. That’s correct. : 

The Cuarrman. Why didn’t you report that to some of these ex- 
aminers who came in to the bank from time to time? 

Mr. Scuurrz. No reason as far as I know except I wasn’t asked 
about it or IT wouldn’t. As far as‘I was concerned, if I would have 
been ‘asked ‘something I probably would have. answered something. 
Otherwise I felt it was Mr. Hintz’ problem.” T was merely a tool or a 
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iece of an operation, and I didn’t feel I had and I don’t now feel I 
ad any responsibility for it. So I just went ahead and did it and 
went about my own business. { 

I say this : In all due respect—it may ‘be out. of order on this-—-to-Mr. 
Hintz at that time and to a lot of other bankers, there have been some 
other bankers—and I won’t refuse to name them by name because [ 
don’t know them—but our board of directors, some of the men have 
asked me, “Well, why did you do it?” Same question you asked. 
“Didn’t you think it was rather silly?” Some big bankers—they 
know—they said—well, that knew. me: “Well, Ralph knew better than 
that. He shouldn’t have done it.” I can only say to you this: Those 
same men and Mr. Hintz the same way, there’s an absolute chain of 
command and authority. You either do what they tell you or you 
put your hat and coat on and go out the door. 

Going back to your statement, in other words, I wouldn’t do any- 
thing iNegal. Then I should go out the door or report. it. But I 
didn’t know this was illegal. I may have had an idea as you just said 
it was. I had no proof or no verification, and I didn’t want to.get my- 
self involved in anything that I didn’t have anything to do with. 

The Cuarrman. Do you think one reason you didn’t think it was 
illegal was because of your very low opinion of politicians? 

Mr. Scuuitrz. Let me say this: I don’t have a low opinion of poli- 
ticians. 

The Cuarmman. You don’t? 

Mr. Scuurrz. The true politicians, 

The Cuatrman. I’m glad for that. 

Tell me about Mr. Bartling. _He’s a man with a responsible posi- 
tion in the First National Bank of Chicago, isn’t he? 

Mr. Scuuirz. He is a vice president, yes. 

The CHarrman. Vice president? Did he not question you when 
you came in? Didn’t he say, “My goodness, that’s a lot of money; 
what do you want with it?” 

Mr. Scuurrz. No, sir. 

The Cuamman. Didn’t ask you anything? 

Mr. Scuurrz. No. 

The Cuatrman. Do you think he understood just what Mr. Hintz 
was doing with this money? .. - 

Mr. Scuurrz. No, I don’t believe he did. 

The CuarrmMan. Why don’t you believe he did? 

Mr. Scuurrz. Well, I only say that— Well, maybe I better qualify. 
I don’t know he did. In other words, he didn’t ask me anything. 

The Carman. You had no-conversation with him? 

Mr. Scuurrz. I presented the letter to him, said “My name is Ralph 
Schlitz. This is from Mr. Hintz.” He opened it, read it, this fellow 
— up, and we left. 

The Carman. Yet this is the first and only time, to your know]- 
edge, that such an operation was carried on with Mr. ing, was it? 
You know of no other? 

Mr. Scunrrz. As far as our bank js.concerned ; yes. 

The Cuarrman. As far as you know, it’s the only one? 

Mr. Scuurrz. Yes. 

The Crareman. You have seen nothing or 


would indicate that Mr. Bartling was fully aware of Mr. Hintz’ ar- 
rangement with Mr. Hodge? 
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Mr. Scuirrz. None whatsoever. 

The CuarrMan. It couldn’t have been done, however, without the 
cooperation of Mr. Bartling? 

r. Scuurrz. That’s correct, any more than it couldn’t have been 
done without my cooperation or me going downtown. In other words, 
I place him in that same category or the assistant cashier that walked 
over on the floor. with.me and the payer at the cage that gave me 
$85,000. 

The Cuamman, Did this assistant cashier who accompanied you to 
the cage—I assume he accompanied you to the cage in order to verify 
to the teller that you were the man who Mr. Bartling 

Mr. Scuurrz. The bearer of the letter ; that’s correct. 

The Cuatrman. The bearer of the letter. Did he say anything at 
all to you, such as, “This is a rather unusual circumstance” ? 

Mr. Scuurrz. No, 

The Cuamman. He didn’t? 

Mr. Scuuarrz. No. 

The Cuairman. Did he show any surprise or have any curiosity 
about 

Mr. Scuurrz. No; none whatsoever. 

The Cuairman. In your normal activities do people normally come 
in and say, “I’d like money in thousand-dollar bills or $500 bills?” 

Mr. Scuuirz. Once in a while they'll come in and ask for that in a 
bank... Somebody. will want thousand or $500 bills. Lf we have them 
we give them to them. If we don’t, we don’t or tell them we’ll order 
them for them and get them out next day. 

The Cuamman,. They're not used very commonly in ordinary busi- 
ness, are they ? 

Mr. Scuurrz. No. 

The Cuarmman. You say you do not normally carry money in large 
denominations ? 

Mr. Scuurrz. Well, we do in the bank. 

The Cuarmman. Thousand-dollar bills? 

Mr. Scutirz. We maybe have 10 of them. Various times. Maybe 
sometimes we'd only be down to 3 or 4. Maybe $10,000 in $500 bills. 
Sometimes maybe we'll only be down to $5,000. It all depends. You 
don’t get any call for it. We don’t like to tie up the cash reserves 
in that type money, but if you do have a customer come in and wants 
it you don’t want to act stupid and say a $20 million bank—at that 
time—can’t give a man a thousand-dollar bill. “What’s the matter 
with him ?” 

The Cuarrman. If a man came in to your bank whom you had never 
seen before and whom you didn’t know, and asked for a thousand dol- 
lar bill, would there be any question in your mind about the matter? 

Mr. Scuiirz. Well, it depends on what he gave me for it. If he gave 
me a thousand dollars in tens and wanted to exchange it for a thousand 
dollar bill, ’'d give it to him. Previously there used to be a Govern- 
ment regulation on that I believe that you had to record all thousand- 
doe bills and 500’s, and I don’t know whether it was hundreds or 


The Cuarrman. Do you know why that regulation required the re- 
porting of large denominations? 2: 
Mr. . Black market. 
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The Cuarrman. Illegal activities of various kinds. Black market 
during the war. 

Mr. Scuurrz. That’s right. 

The Cuareman. It was hot money, wasn’t it? 

Mr. Scuuirz. It was easier to carry around a thousand-dollar bill 
than a hundred tens. 

The Crarrman. Wouldn’t you say that normally speaking—there 
of course would be many exceptions that I can reeognize—but normally 
speaking, anyone dealing in bills of such denominations would arouse 
your curiosity as to what sort of activities they were engaged in? 

Mr. Scuurrz. If I were the teller in the window, if it was a regular 
customer at the bank I might ask them what it was for. 

The Cuarrman. If it was a regular customer there would be no 
question. If it were an unknown man, that’s the one you would sort 
of mark down in your mind, “I’d better remember this fellow. He’s 
liable to turn up later.” Wouldn’t you? 

Mr. Scuurrz. Could be. I imagine I would. I mean I have a 
memory for that sort of thing, places and faces. 

The Cuamman. You do have a good memory. 

I wanted to see if Mr. Bartling might have evidenced a little sur- 
prise at your request. 

Mr. Scutrrz. Well, I would say that he probably would be able to 
answer that or make a comment on that, if he had a previous tele- 
phone call from Mr. Hintz, which I assume that he did, that would 
maybe have eliminated all questions to me or any questions: whatso- 
ever concerning the matter. 

The Cuarrman. Did you ever mention this particular incident to 
anyone in the bank or in the FDIC? 

Mr. Scuurrz. No; I did not. The only one that I ever had any 
discussion with or anything like that was Carolyn Marshall. In other 
words, when she gave me the checks—— 

The Cuarman. What did you say? 

Mr. Scuurrz. I said, “Well, there is $85,000 today,” that is all. In 
other words, what you are getting at is, did I have any conversation as 
“Well, there is Hodge checks going out,” or “There is Hodge checks 
coming into the bank.” No. 

The Cuamrman. What did you say to Miss Marshall when you re- 
turned from that venture? Did you say anything to her? 

Mr. Scuurrz. I don’t recall whether I did or not. It was late, I was 
late at the time, because it was after 2 o’clock, and we wanted to get 
the work in, and as a result the checks actually didn’t go in our work 
until the 17th, which was Monday. It was after 2 o’clock when I got 
back and the note cage had already been balanced off, so it went into 
the next day’s work. 

The Cuamman. But that afternoon you took all of these checks 
and you totaled them up? 

Mr. Scuurtz. Right. 

3 ae CuarirMan. But didn’t enter them into the bank until the next 
ay ¢ , 

Mr. Scuurrz. Yes. 

The Crrarrman. Do you remember those checks? 

Mr. Scuuirz. No, I don’t, except they total $85,000, and because of 
working with the district collector of internal revenue and the FBI 
and the district attorneys and Mr. Wallace, I now know that there was 
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a fifty, a ten, a ten, and a fifteen. Who they were payable to, I don’t 
know. I haven't seen, to my knowledge, photostats of those, but they 
are listed on the back of the teller’s sheet. 

When I say “fifty,” I mean a $50,000 check. 

The Cuamman. A $50,000 check ? 

Mr. Scutuitz. A $10,000 check, a $10,000 check, and a $15,000 check. 

The Cuaimrman. All of those were endorsed in typewriting, is that 
right? 

Mr. Scuurrz. I don’t know that, either. I haven’t seen—to my 
knowledge I don’t recall seeing photostats of those. 

The Cuamman. But at the time you entered them, they had to be 
endorsed or you wouldn’t have entered them ? 

Mr. Scuurrz, Yes; but I couldn’t say whether they were endorsed by 
longhand or by typewriter, I don’t know. 

The Cuarrman. Qh, but you know they were endorsed ¢ 

Mr. Scuuirz. Yes. 

The CuHarrMaANn. Were any of the payees of those checks customers 
of your bank? 

Mr. Scuuirz. That I don’t know, either, because I don’t know who 
the payees on the checks were. 

The Cuatrman. If they had been customers and had an account 
would that have made any difference in the way you handled the 
checks ¢ 

Mr. Scutrrz. Not to my knowledge; no. 

The Cuatrman. Did you have anything to say to Mr. Hintz about 
it? 

Mr. Scuuitz. No. 

One other question before I leave that. If you were a stockholder 
of this bank I think you might have been concerned if you had any 
suspicion that there was anything wrong with these activities? Be- 
re you might lose your investment, wouldn’t you, aside from your 
job? 

Mr. Scuuirz. Well, first of all, my investment wasn’t that big. 
Secondly, the only reason I am a stockholder in the bank is when I 
first went to work as a teller some customer came up and either didn’t 
like the service I gave him or the service he had in the bank, and said, 
“Well, don’t forget, I am also a stockholder in this bank.” It kind of 
irked me at the time, after ail, so I proceeded to secure four shares of 
stock, and then I felt that if anybody ever said that to me again I 
could say, “Well, I am a stockholder, too.” 

The Cuatrman. Then you bought two more shares later on ? 

Mr. Scuuirz. ‘That was a result of a stock—increase in capitaliza- 
tion. I had the rights to buy one and then one more. 

The Cuarrman. So you don’t have to take anything from stock- 
holders now ? 

Mr. Scuuirz. Well, I go to stockholders’ meetings at least and with 
6 shares I could still voice my opinions. 

The Caamman. You are also an officer in the bank ? 

Mr. Scuuirz. I am now, sir, yes. 

The Cuarrman. What is your title now? 

Mr. Scuuitz. Assistant cashier. 

The Cuamrman. Do you know anything about loans at_the South- 
moor Bank in the name of Margaret Hodge / , 

Mr. Scurrrz. Yes; I do. 
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The Cuarrman. Who handled them, who made them? What do 
you know about them ? 

Mr. Scuuirz. The loans were made by, as far as I know, Mr. 
Hintz with the approval of the loan and discount committee. They 
were secured loans, secured by stock. The highest total that was 
ever reached was sixty-eight-thousand-some-odd dollars. I don’t re- 
call it exactly, it was sixty-eight something, which was right away cut 
back to $67,500 because that was our top limit, and I believe that was 
only on the books for a short period of time. When I say that, 6 
months or so, but she ran—the first loan was a $10,000 secured loan. 

The Cuamman. Who handled the application of that loan ‘ 

Mr. Scuxirz. Well, what do you mean by the application ¢ 

The Cuarrman. Did Mrs. Hodge come in and say, “I want to 
borrow”—— 

Mr. Scuurrz. No; I have never seen Mrs. Hodge. 

The CuarrmMan. You have never seen her? 

Mr. Scuuirz. No; except through newspapers. 

The Cuarrman. Do you know who she was ! 

Mr. Scutrrz. I doubt if I would have recognized her. 

The Cuairman. Did you know that Mr. Hodge was the auditor? 
You knew that? 

Mr. Scuuirz. I knew that Mrs. Hodge—the note that I had, I don’t 
ever recall having a note, having seen or seeing a note signed by Mar- 
garet Hodge—it was signed M. Hodge and I was told by Mr. Hintz that 
that was Mr. Hodge’s, Orville Hodge’s, wife. 

The Cuatrman. You knew that Mr. Hodge was the man with the 
authority over banks, you knew that ? 

Mr. Scuurrz. Correct. 

The Cuatrman. You had no doubt about that, no question about 
that ¢ 

Mr. Scuurrz. That is correct. 

The Cuarrman. You knew that this was the wife of the State audi- 
tor who did have authority over banks ? 

Mr. Scutrrz. I was told that. I didn’t know for sure if that was 
her signature. I don’t know yet that it was. 

The Cuarmman. Yes, that is right. Who did come in and handle 
the mechanics of the application of the loan ? 

Mr. Scuuirz. The notes were given to me, or the note in the instance 
first was given to me by Mr. Hintz, and any future notes, increases, 
were also given to me by Mr. Hintz. 

The Cuarrman. They weren’t handled by Mr. Epping? 

Mr. Scuurrz. Well, I don’t know if he was in dare when that was 
done. I can’t recall specifically to say a point—in other words, tie a 
note in when he was there. Not that I don’t want to answer, I don’t 
know. 


The Cuarrman. Yes.’ You were, as I understand it, the note teller 
at that time ? 

Mr. Scuurrz. From 1952 until December of 1955. 

The Cuamrman. In 1955. So it was normal for a note of this char- 
acter to pass through your cage, is that right ? 

Mr. Scuirrz. That is where—all the regular commercial notes would 
pass through that cage, that is where all the entry work was done. 

The Cuarmman. Did it occur to you that loans to the man who had 
the authority to regulate your bank, or to his wife, were unusual ? 
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Mr. Scutrrz. No. 

The CHairMAN. You think that was perfectly regular ? 

Mr. Scuiarz. Ido. I disagree with that point of everybody’s think- 
ing, saying that a man that has regulatory powers over some institution 
should not have a loan or have any connection with it that can be opened 
and shown open, that meets all the requirements of everybody else, 
because where then would you send that man ? 

The same way, you, Senator, are head of the Senate Banking Com- 
mittee and have no direct regulatory powers, but you can cause action 
against various banks or the banking laws. Then I would say you 
should not be able to bank with any bank, using that same train, In 
other words, if the loan meets all the specifications as to security, the 
purpose of the loan, that there is nothing wrong with it, I see nothing 
wrong with it. 

I believe there is a law against FDIC officials having loans in banks 
that they examine. Where then does that man go to get a loan to buy 
a house, buy an automobile? You say, to a finance company, well, 
maybe he can save money, get a different type of rate at that bank. 

If it is open and aboveboard and it is in the records of the bank 
I myself see nothing wrong with it. 

The Cuarrman. Mr. Wallace would like to ask you some questions. 

Mr. Wauiace. Mr. Schlitz, do you remember the terms of that loan ¢ 

Mr. Scuurrz. It was a demand note. 

Mr. Wauuace. What was the interest payable on it? 

Mr. Scuurrz. I believe it was 3 or 314. 

Mr. Waxxace. Could I go into your bank and get a loan for 3 or 314 
percent interest ? 

Mr. Scuurrz. I don’t know whether you could or not. We had a 
couple of other ones there that were also three. We had one of the 
board of directors’ sisters-in-law had a loan at 214 percent. 

The Cuamrman, May I interrupt? I am not sure what loans you 
are talking about. The first one was what? 

Mr. Scurirz. Three, $10,000. The interest rate was three. 

The Cuarrman. Three percent ? 

Mr. Scuurrz. I believe it was later raised to four, but I am not 
positive on that. ; 

The CuatrMan. It was collateralized by what ? 

Mr. Scuurrz. By stock. What stocks, I don’t know. 

The Crairman. You don’t remember the stock ? 

Mr. Scuurrz. No; I would have to look at the records. 

The Cratrman. Did you pass upon the adequacy of the collateral 
or did Mr. Hintz? 

Mr. Scurrrz. Mr. Hintz would pass on the correct requirement of 
the collateral. In other words, that there was enough there, that was 
passed upon also by the committee. He said, “Well, we have so much 
in collateral against so much of that indebtedness.” 

The Cratan. As far as you know, the interest rate paid by Mrs. 
Hodge was not lower or in any way different from that paid by other 
people? 

Mr. Scuurrz. It was lower than the majority of the rest of the inter- 
est rates. We also have one in the bank right now as far as I know 
that is 3% percent. It is an insurance loan. The man has been with 
the bank since it started. He is a good customer of the bank, he has 
given a lot of other good customers, brought them into the bank. 
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We in a small bank, although we are changing now, have never paid 
any attention to the prime interest rate that is going on in the country. 
In other words, when you read in the poner that the prime rate for 
finance companies or for borrowers or the Federal Reserve rate—let’s 
say it this way: We took what the traffic would bear to the extent that 
our neighborhood customers were good customers, we gave them the 
rate that we felt they deserved and corresponding with their accounts 
that they had with us. 

The Cuarrman. Did Mrs. Hodge have any account with you? 

Mr. Scuurrz. To my knowledge at that time she had none. As far 
as I know, there has been one account turned up. I believe it is a 
savings account that is under her name. 

The Cuarrman. Do you know of any reason why she should have 
been given special consideration ? 

Mr. Scuuirz. No, I do not. 

The Cuarrman. Other than that Mr. Hodge was the Auditor of 
the State ? 

Mr. Scuurrz. I would assume as much as you do, that that was the 
reason for it. 

The Cuarmman. Mr. Wallace. 

Mr. Wattace. I just want to state for the record, Mr. Chairman, 
that from the bank records the percentage interest paid on all those 
loans was 314, consistently 314. 

The Cuarrman. Are you familiar with the book that Mr. Hintz kept 
relating to checks or warrants that were not in the bank? 

Mr. Scuuirz. Familiar with it to the extent that I know what it 
looked like, what size it was, and what the opening date, to the best 
of my recollection, was on it. 

The CHarrman. Will you describe it? What did it look like and 
what 

Mr. Scuurrz. It was a black bound book about, oh, 12 to 14 inches 
in length, I would say, and 8 to 10 inches in height, called previously 
in banks before there were bookkeeping machines—they used to do 
all the entering by hand as any other business did—in what was called 
a Boston ledger, meaning a bound book, all the debits and credits were 
put in that, and the customer’s balance was carried in that book. That 
is what this was. It was from either the People’s National Bank or 
Peoples Bank & Trust Co., I don’t recall, because that was the heading 
on top of the sheets of paper that were in this bound ledger. 

The reason I know that, the sheets were torn out of the ledger and 
the tops were cut off, and that is why I know the exact—I mean, that 
is why I recall it was called either the Peoples National Bank or 
Peoples Trust & Savings Bank, it was Peoples Bank of some kind, and 
there used to be a Peoples Bank here in the city of Chicago, there is 
now, but there was previous to that, and I believe Mr. Hintz worked 
in it either as auditor or in some capacity back in 1932 or 1933, some- 
thing like that. 


_ The Cuamman. You said you knew about the entering; when was 
it started ? 


Mr. Scuurrz. The first page on the book had a notation across the 
corner of it, December 1953. 


The Cuarrmman. December 1953 ? 
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Mr. Scuurrz. That is right. Now, if that was the opening of it— 
that was the opening of that book—if that was the opening of all the 
transactions, I don’t know. 

The Cuamman. Did you ever examine the book ? 

Mr. Scuuirz. No; I never did. 

The CuarrMan. How did you happen to see that opening page! 

Mr. Scuurrz. Well, that is—in other words, if I took warrants from 
Mr. Hintz, brought cash back to him, sometimes in that period of time 
the book was open on his desk, with that on it, and as you can see— 
in other words, I will remember some things that are odd and some 
that aren’t. 

The Carman, This, I believe, is the envelope you are talking 
about—when you ope him the money you handed Mr. Hintz an 
envelope, is that right 

Mr. Scuuirz. No; I just gave him the money, period. 

The Cuarrman. You understand he kept it in an envelope in the 
cashbox ? 

Mr. Scuurrz. I think I stated at one time, that I considered it a 
brown envelope, he said it was white. We are both right. The money 
was in a white envelope, letter size, which was inside a brown en- 
velope, which was left in the note teller’s cashbox ; marked on the front 
of the envelope “Property of Mr. E. A. H.” 

The CHamRMan. That was in your cage? 

Mr. Scuutrz. That is correct, in the note teller’s cashbox. 

The Cuarrmman. The cashbox. When you cashed a warrant or a 
check then you put the money in that? 

Mr. Scuuirz. No; I gave it to Mr. Hintz. He—— 

The CuarrMan. He put it in? 

Mr. Scuurrz. The only time I ever—I never put any money in the 
envelope that I know of. The only time I ever had anything to do 
with the envelope was the taking of money out of the envelope at 
his direction to pay for a check that came through our clearing on 
this nonexistent account. 

The Cuarrman. I am afraid I am a little slow. This is a different 
kind of operation. This wasn’t entered in the regular books of the 
bank ¢ 

Mr. Scuurrz, That is correct. 

The Cuarmman. He kept a separate account? 

Mr. Scuurrz. Correct. 

The Carman. Although you were cashing those, it never ap- 
peared in a regular account of the bank ? 

Mr. Scuurrz. That is correct. 

The Cuarrman. And that didn’t arouse your curiosity, either? 

Mr. Scuurrz. It aroused my curiosity, but not enough to want to do 
anything about it. 

he Cuarrman. What did you think was the significance of this 
operation ¢ 

Mr. Scuurrz. Well, the same as the other, that it was odd, that there 
probably was something unusual, maybe I thought that, maybe I 
didn’t, but I didn’t want to inquire into it. In other words, I had a 
wife and two kids and a mortgage on my house, and all I was in- 
terested in was working. 

The Cuarrman. You were afraid that if you raised any question it 
might threaten your own job? 
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Mr. Scuurrz. Probably underlyingly. In other words, maybe I 
never said it in those exact words, but I thought, well, why should I 
question anything that is done, that is his business. 

The Cuarrman. How many children did you say you had? 

Mr. Scuurrz. A wife and two. 

The CuatrmMan. Two children? How old are your children? 

Mr. Scuurrz. Nine and a half, and the other one is four, and if I 
looked at the TV cameras probably now, why, he is probably watching 
me. He thinks I am at work today. 

The CHarrman. It wasn’t only, or was it, the fact that Mr. Hintz 
was involved, but it was the fact that Mr. Hodge, who was an impor- 
tant public figure, was involved that might deter you from saying 
anything? 

Mr. Scuurrz. That probably did. In other words, underlyingly I 
felt, well, never saying it to myself, but saying, weil, they ought to 
know what they are doing, I am not going to worry about it. It is 
their baby, not mine. 

The Cuarrman. In any case, you thought it was dangerous to be 
too curious about this sort of matter? 

Mr. Scuurrz. That is correct. 

The Cuarrman. Did Mr. Hintz leave this box in your cage all the 
time, or did he occasionally take it and put it in a vault of some 
kind? 

Mr. Scuurrz. No; there were a couple of times I recall that he had 
it out. Just what the dates were that he said he wanted the envelope 
and he took it, and I assume he put it into a vault. I know he wouldn’t 
keep it in his desk. 

The CuHamrmMan. Was any account kept of what went in and out of 
this box ? 

Mr. Scuurrz. That was in Mr. Hintz’ ledger. 

The Cuarrman. That is what the ledger was for? 

Mr. Scuurrz. To the best of my knowledge. 

The Cuamrman. You had nothing to do with it? 

Mr. Scouurrz. None whatsoever. 

The Cuarrman. There was no way for you to do anything? 

Mr. Scuurrz. No. 

The CuarrMan. Did anyone else have access to this box ? 

Mr. Scuuirz. Well, who else would have access to it would be the 
girl in the cage, my assistant. She would, at the end of the day, that 
is where you put your currency, and, oh, any notes that you were in 
the process of proving or doing anything or late payments, or that 
sort of thing, but nothing that was put in there would be in any way 
touched by anybody else. 

The Cuarmman. Was that envelope sealed ? 

Mr. Scuurrz. No. 

The Cuarrman. Were these checks that were cashed out of that 
warrant in the same form as the others we were speaking of, or were 
they a regular check? 

Mr. Scuurrz. Well, now, I think I know what you are driving at. 
You mean the checks that came into the bank, the money that was 
taken out of the envelope? 

The Cuamman. Yes. 

Mr. Scuurrz. In other words, if a warrant was brought into the 
bank for $10,000 and $5,000 was given in cash and $5,000 remained in 
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the brown envelope, the dispersal of that. $5,000 by means of a check is 
what you are referring to; right? 

The CHarrMan. What was the form of that check? 

Mr. Scuurrz. The form of that check was a regular Southmoor 
Bank check, large sized check, that came in through the clearings, 
through First National’s clearings to us charged in a grand total of X 
amount of dollars. 

The Cuarrman. When you say large size, were there many others of 
the same size? 

Mr. Scuurrz. Well, we have two sizes of checks in our bank, as most 
banks do, a small personal size, and then a large one that is about 9 
inches long, I guess, and 214 inches wide. 

The CuatrMan. Do many people use that ? 

Mr. Scuurrz. Oh, yes. 

The CuarrMan. It is a standard form? 

Mr. Scuurrz. It was our standard form, not printed, or anything 
like that. 

The Cuamrman. Yes. 

Mr. Scuurrz. We put them out in either 1 to a page, 2 to a page, or 3 
to a page, 300 checks in a book. 

The Cuatrman. Those checks came in through the clearinghouse ? 

Mr. Scuurrz. That is correct. 

The CHarrMan. But instead of going through your books they were 
given to Mr. Hintz and he entered them on this black book, is that 
correct ? 

Mr. Scurirrz. And the money used to pay for them was taken out of 
the envelope. 

The Cuamman. Out of the envelope? 

Mr. Scuurrz. In other words, coming into the bank it would be 
charged to us, to our account at First National, and then the checks are 
broken down into whatever category they belong to, like cashier’s 
checks or certified checks or expense checks or trust company checks, 
and the individual accounts. If you have an account at our bank that 
check in the grand total of, first, your balance becomes reduced, and 
that makes our ledger balance. 

Well, this check had no account to be charged to, so money had to 
be credited back to the commercial books to offset that, a bookkeeping 
procedure more than anything else. 

The Cuatrman. That was the cash taken from the envelope? 

Mr. Scutitz. That is correct, used to recredit to commercial books. 


The Cuatrman. Were there any other similar transactions going on 
in the bank? 


Mr. Scuurrz. No. 

The Cuarrman. Did anybody else do it this way ? 

Mr. Scurrrz. Oh, once in awhile you would have one like that. 
In other words, if some customer came in and hadn’t made a deposit 
and knew he had a check coming in that would be NSF, and he said, 
“Well, that check is coming in here, I wanted to pay for it and pick 
it up,” if he needed it for—well, I don’t know for what, to show that 
he had paid a bill or he wanted that check back right away, he would 
give cash in and pay for that check right away—unusual, but it is 
done once in awhile. 

The Cuamman. Once in awhile? 

Mr. Soutrrz. That is correct. 
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The Crarrman. Do you know, have you ever seen in any other 
bank an established procedure of this kind? 

Mr. Scuurrz. No, I have not, I have only worked in two, and I 
don’t know. 

The Cuarrman. You have never heard any of your colleagues, the 
peogile in your business that, you, I imagine, know and associate with, 
say that other banks do business like that? 

Mr. Scutrrz. I don’t recall any. 

The Cuarrman. The point I wish to make is, it is—— 

Mr. Scuurrz. It is irregular, that is correct. 

_ The Grasse. It is practically a unique way to do business, 
isn’t it? 

Mr. Scuurrz. Right. 

The Cuarmman. You know of no similar cases. Do you know 
whether or not the existence of this special account was called to the 
attention of the examiners for the FDIC? 

Mr. Scuurrz, No, I do not. 

The Cuarmman. You didn’t, you never did? 

Mr. Scuurrz, No. 

The Cuatrman. You don’t know that Mr. Hintz ever called their 
attention to this procedure? 

Mr. Scuuirz. No, I do not. 

The Cuarman. Is it your view he did not? 

Mr. Scuurrz. It is my view he did not, that is correct. 

The Cuarman. Did Mr. Hintz say anything to you when this 
procedure was established? What did he say to you when it first 
began ? 

Mr. Scuurrz. To the best of my knowledge, what he requested me 
or told me was that there would be a check coming in the bank signed 
by Mr. Hodge, and he didn’t tell it to me, he told it as well to the 
man running the bookkeeping department, that if there were any 
checks signed by Mr. Hodge, that they were to be given to Mr. Hintz, 
and if Mr. Hintz wasn’t there, that they were to be given Ralph, he 
would know what to do with them. 

The Cuarmman. That is you? 

Mr. Scuurrz. That is me, and as far as I know he was there every 
time that any checks came in, that I can recall. 

The Cuamman. Were they signed by Mr. Orville Hodge? 

Mr. Scuurrz. Three different ways, as far as I know. The majority 
of them were signed by Orville Hod; . There were a couple of checks 
in the beginning, and I don’t know if later on also, signed “M. H 
and also there was one instance where a check came in signed “Orville 
Hodge” and underneath it either the initials “E. E.” or the writing 
or printing, rather, of “E. Epping.” 

Now, I don’t know which it was, whether it was “E. E.” or “Edward 
Epping,” but it wasn’t Mr. Hodge’s signature. 

The Cuatmrman. It was not? 

Mr. Scuurrz. That is correct. 

The CuarrMan. It was his signature by someone else? 

Mr. Scunirz. That is correct. 

The Cuatrman. Indicating that? 

Mr. Scuurrz. That is right. 

The Cramman. You had no responsibility, you felt, to verify the 
authenticity of that signature, did you? 
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Mr. Scuutrz. Of coming in, no. 

The Cuamman. When these checks came in and Mr. Hintz was 
there, they handed them to you, is that right, and then what did you do 
with them? 

Mr. Scuurrz. I would give them to Mr. Hintz. . 

The CuairmMan. Oh, you would hold them until he came? 

Mr. Scuuirz. The majority of times he was there, to the best of 
my knowledge he was there all the time. 

The CuamMan. All the time? 

Mr. Scuirrz. And I'd take the check into him, and he would give 
me the check, and I would—he would say, “Take the money out of the 
brown envelope and give it to the man in the bookkeeping depart- 
ment,” and then it is an internal procedure, recrediting the commer- 
cial books for that amount of money. 

The CuHatrman. What is the largest amount that was ever in that 
envelope at any one time? 

Mr. Scuuitz. Well, I can only answer that from what I have, dur- 
ing the investigation—what has been brought to light. The largest 
that I know of was $35,000. 

The CHamman. That was in cash? 

Mr. Scuutrz. No, that was in the form of a cashier’s check. 

The Cuatrman. Oh. 

Mr. Scnurrz. The same as cash, as far as I am concerned. In 
other words, instead of tying up $35,000 worth of the bank’s money 
or bank money you-could have a cashier’s check. You have the same 
thing. In other words, you have still got—it is still money. 

The CratmmMan. It is rather cumbersome to handle $35,000. What 


if a check came in for 10, what would you do then ? 
Mr. Scunrrz. And you had a $35,000 cashier’s check? Well, that 
is exactly what a Then a check for $25,000, and the $10,000 


difference was used to pay for that check. 

In other words, instead of having the money tied up, you had a 
cashier’s check which was one piece of paper, instead of a bundle of 
money. 

The Cuairman. Did you ever have in that envelope actual cash ? 

Mr. Scuurrz. Oh, yes. 

The Cuarrman. Did you? 

Mr. Scuurrz. Yes. How much that was I don’t—I mean, I don’t 
know. 

The CHarrman. Was it ever a very sizable amount ? 

Mr. Scuurrz. Oh, I would say at least $10,000. 

The CuarrMan. Just in bills? 

Mr. Scuurrz. That is correct. 

The CHarrman. None of these checks, to your knowledge, were 
signed by typewriter, they were all signed in longhand; is that right? 

Mr. Scuuirz. That came into the bank ? 

The Cuarrman. Yes. 

Mr. Scuuirz. Yes, those were all handwritten signatures. 

The Cuamman. Do you ever accept checks which are signed, not 
endorsed but signed by your customers by typewriter, or aren’t they 
always required to be signed in longhand ? 

Mr. Scuurrz. They are always required to be signed in longhand 
unless you have some big concern that you do business with that uses 
a check signer, which is a longhand signature in a protective form. 
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The Cuarrman. I see. 

Mr. Scuuirz. The only other instance would be that you would get 
a check in that the customer forgot to sign, then you would call him 
up and ask him to verify the check instead of returning the check; 
wail, you would get his O. K., if it is a partnership you would talk to 
the other partner; if it is a corporation, talk to the auditor of the 
department to find out if a check was written for that much money. 
It saves timethat way. Otherwise it is all handwritten. 

The Cuamman. Do you have any suggestions, Mr. Schlitz, about 
any preventive measure that might be taken to avoid this sort of thing 
in the future, any regulation of banks or such thing like that ? 

Mr. Scuurrz. When you speak of that I must put it into two cate- 
gories. First of all, the cashing of the checks or the keeping of a 
blind or nonrecorded checking account—I don’t see how unless you 
would require a law to have a statement made by your bank official 
and every bank employee that they are not doing that type of thing, 
because there is no way, to me, that you can regulate a man’s integrity. 

For an example, if I have your permission to use you, Senator, sup- 
posing you walked in the First National Bank with a check for 
$10,000 right now? I don’t know if you know any of the men over 
there. Let’s assume that you do know one of them and you walk over 
there and you say, “Well, will you cash this for me, I am probabl 
going to be here in Chicago for the next 10 weeks or 12 weeks, and 
would like to have enough money, and I don’t want to open an account, 
I am just going to keep it in a strongbox downstairs.” 

I would, in all probability, say that you would be able to cash that 
check without anybody verifying that you had $10,000 at the bank 


on the other end, because you are Senator Fulbright. In the same 
respect, I say that if somebody comes into a bank and walks up to 
a teller at the window and says, “Here, will you cash this check ?”— 
he may know it is phony, he may think it is, and he may not, but 
if you can con him into cashing that check, and it is Phony and no 


good, what kind of law can you make to stop that sort of thing ? 

It has to come from the other end, from the issuance of the check, 
the audit procedures used on the payment of that check, like in the 
State treasurer’s office, and in the office that issues the check. 

The type of form that is used to procure the issuance of the check, 
the—what do you call it, the payout form that you would want—in 
other words, the request for payment of the check, for work done, 
some type of verification on that end, but not in the actual cashing 
of the check itself. 

The Cuarrman. You had this box in your cage. Were you ever 
there when the FDIC examiners examined your bank? 

Mr. Scuurrz. Yes; I think I have been at all but one examination. 

The Cuamman. When they were looking through your cage did 
you take this box and put it out of the way in a drawer, or did you 
leave it right there? 

Mr. Scuurrz. No; I left it right there. 

The Cuatrrman. Did you stay there all the time? 

Mr. Scuurrz. Correct. 

The Cuarrman. Did you ever say to any of the examiners, “This 
is a rather interesting account that we have here” ? 

Mr. Scuurrz. No. Yousee, they would not look in that box. 
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ie % . 

The CHAIRAFAN. Do you think it would have been out of the way 
for you to have said, “This is an interesting procedure. I think it 
is all right, but I think you might look at it”? 

Mr. Scuuirz. Hindsight is better than foresight. Now, yes. 
Then 

The Cuarrman. You think now it might have been a wise thing 
to do? 

Mr. Scuuitrz. Well, I can say this: If I do stay in the banking 
business, which I don’t know, and as a result. of this it will probably 
have some bearing on it—if I am in a bank that is FDIC-insured 
or State or national, they probably ever don’t need to worry about 
anything I am going to ever do with a bank, but I don’t know if I will 
be able to stay in one or not. 

The Cuamman. Do you think that we might require as one of 
the requirements for insurance of funds that officials of banks certify 
to the correctness of their accounts ? 

Mr. Scuurrz. That—now, that is something that could be done, 
In other words, from that end of it; yes. In other words, it wouldn’t 
even have to be a big statement, it could be a general statement covering 
everything in the bank. 

In other words—again, though, you rely upon the integrity of 
the man. In other words, he could be lying when he signs that, 
so how are you going to prove it? 

The Cuairman. Well, he might but 

Mr. Scuurrz. I mean, you will have recourse to him when you find it 
out, but if he signs a statement that all the accounts and all the checks 
that are processed through this bank are recorded in the correct way 
and all the checks cashed are cashed in the correct way and so forth, 
he can sign that, and he can still be lying, you know. 

The CHatrman. If I understood your own position you felt there 
was no, at least you didn’t feel any great, compulsion or duty to reveal 
the existence of this box or of this procedure because you thought it 
was someone else’s responsibility, but if you were required to certify 
positively and affirmatively then it might have been a different thing ? 

Mr. Scuurrz. That is correct, then you would go down this far, 
though: then supposing the transaction is only carried on with the 
teller? In other words, you can probably simplify this transaction ; 
at the very least if personnel stayed the same you would have to have 
three people connected with it. 

In other words, the man that gave the O. K. to cash the checks, me 
who did the actual physical cashing of the checks, and the man in the 
bookkeeping department who took that check out of the work and 
was given the cash back to replace it, so if you can eliminate that 
down to, say, 2 people, you can still have a confidence game racket 
going on between the 2 people if they are getting paid off. 

_ I mean, it is pretty hard—the more people that could be involved in 
it; yes. 

The Cuarrman. You think, then, in order to have an effective sys- 
tem someone has to be paid off in these—— 

_ Mr. Scuurrz. No. Well, I will say yes, paid off, but I don’t mean 
in the terms of being paid off in money. 

The Cuarrman. Is it your view that Mr. Hintz participated in the 
proceeds of these warrants ? 
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Mr. Scuurrz. No; it is not. It is my view that he did not receive 
one penny. 

The CuamrmaNn. Do you have anything to support that belief? 

Mr. Scuurrz. No; I do not, except that I knew the man for 8 years, 
and I can recall him telling me that I was to go into the making of 
loans, checking credits and extending credit to our customers, and in 
that train of thought he said that I was never to make a loan or 
extend credit in the expectation that I would receive payment for it, 
that I should just go by the plain facts on it, and I believe he was 
sincere in that when he told me that. 

The CHarrman. Tell me, why do you think Mr. Hintz did coop- 
erate in this procedure ? 

Mr. Scuurrz. My opinion on it is that—well, I don’t know if you 
know or not—he has no family. When I say that, he has no children 
and did not have any, he was always active in public life, knew a 
lot of politicians, State men, Government officials, was a boxing judge 
in the State of Illinois, and he possibly felt that this would continue 
his present place in politics or in—well, let’s say known circles, 

The Cuatrman, In what? 

Mr. Scuurrz. In known circles. In other words, that he would— 
and maybe that didn’t even have a bearing, maybe he felt that he was 
just doing it because the auditor was the auditor and he could believe 
the auditor, I don’t know. 

The CHamman. There couldn’t be any doubt that he would recog- 
nize this as a most unusual procedure, would there? 

Mr. Scuurrz. Shouldn’t be, he was in the business for forty-some 
years. 

The Carman. And as I think you testified and as commonsense 
would indicate, this was a most unusual procedure ? 

Mr. Scuurrz. Correct. 

The Cuamman. On this question of examination, do you feel that 
the examination of the FDIC is adequate as it is now carried on? 

Mr. Scuurrz. I don’t know, because I don’t know enough about 
that. I don’t know just how far they go in their examinations. 

In other words, they always come into us and there are certain 
surface things that you can see that they do. What they do in their 
own groups or what they are looking for you don’t know. In other 
words, they come in and they prove the cash in the bank and they 
prove the checking accounts ae they prove the saving accounts and 
they prove your loan accounts, all categories, and then they prove 
vour collateral on all categories. 

Beyond that there is a lot more that they do on an examination 
which I don’t know what that is, in other words, I don’t have any 
idea what their format or what their form or examination is, what 
things they specifically have to do and uncover or discover. 

The Cuamman. How do they prove the cash account if they don’t 
look at the cash books ? 

Mr. Scuurrz. Usually they come in right at 2 o’clock, right after 
the bank closes, during the next 15 minutes or half an hour. The 
teller in balancing up has a cash drawer, and you have the cash in that 
drawer right there. 

You prove your cage out, make yourself balance or prove yourself, 
that you are in balance. Then there is an examiner assigned to each 
man that has cash or each woman or each teller. You ask them 
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to step in, and while you are standing there they right next to you 
prove the cash that you say you have on your records, on the slip of 
paper you are turning in that night, and if it agrees with it, they 
write it down and they ask you to sign it. 

The CHarman. They do not actually look at the cash ? 

Mr. Scuurrz. Oh, yes, they count it, they count it bill by bill, nickel 
by nickel. 

“The Cuarrman. Why didn’t they count the cash that was in this box ? 

Mr. Scuurtrz. The cash was in the drawer, and they would have no 
reason for looking in the cash box, that was at night where the 
money was put. 

In other words, this is in a drawer underneath the counter, your 
operating cash. They would come in and you say, “Here is the money, 
count it.” They count it. It agrees with the figure you are turning 
in at the end of the day, and that is it. 

The Cuamman. Where was this box, though, that was in your 
cage? Wasn’tit in the drawer? 

Mr. Scuuirz. Standing on the counter. 

The Cuarrman. On top? 

Mr. Scuurrz. On top of the counter or underneath, there is a big 
truck—— 

The Cuamman. And they never looked at that ? 

Mr. Scuurrz. They would have no reason. 

The Cuarrman. Why wouldn’t they look at anything in the cage? 
If you had the cash, if it wasn’t just in one box, wouldn’t they look 
at it if it was anywhere else about ? 

Mr. Scuurrz. No; to be specific, in the tellers’ cages all they have is 
strapped money or loose money and silver, and one of the tellers has 
money in the vault downstairs in a lock safe with a combination, and 
he has to be entered by an officer or a teller when he gets the reserve. 

The note teller has only two places, he has a big truck in most banks, 
smaller banks—in large banks the collateral is kept downstairs— 
and that truck holds everything that pertains to the bank, collateral- 
wise and notewise, and the only thing he will have out will be the 
money that is in hiscash drawer. They would have no reason to look 
in the cashbox. 

The Cuatrman. Do you think that we should have the FDIC con- 
duct an audit of a bank that has been reported as having unsatis- 
factory management ? 

Mr. Scuurrz. Well, to my knowledge they make an examination 
once a year, and if that would come up in the entire time, in other 
words, if they came in in fall and they were due again some time in the 
next 9 months and you had a report in January that there was unsatis- 
factory management, yes, they could go in on another examination. 

The Cuarrman. Did you know that there had been critical reports 
on the status of the Southmoor Bank ? 

Mr. Scuurrz. As far as the loans are concerned, yes. 

The Cuamman. I was wondering what you were thinking about 
it. You know that it is not an audit, the FDIC itself says they do not 
make audits of things, you knew that ? 

Mr. Scuurrz. That is correct. 

The Cuamman. I am only asking you as an operator, as an official 
of a bank, do you think we should require them to audit a bank? If 
they would audit it—— 
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Mr. Scuiitz. Well, I will disagree with them a little bit when 
they say that they don’t audit the bank. I don’t know what the cor- 
rect terminology of audit is, but I know that they come in and 
they examine all the records of the bank and that they do total up and 
prove all the figures on the daily statement which is merely what an 
audit would do. 

The Cyaan, But you just told me they didn’t examine all the 
records, that is what I am trying to get at. 

Mr. Scuurrz. Oh, no, they do examine all the records, sir. 

The CuarrMan.. It seems to me there should be a procedure by which 
the FDIC could have discovered this most unusual operation. 

Mr. Scuurrz. No; I disagree with that unless they would have gone 
through every check that went out of the bank each day while they 
were there, and then you could have had checks going out while they 
weren’t there, and any audit, regardless of who makes it or how it is 
made, you have to have something to arrive at, and that is your daily 
statement. 

In other words, in the bank they proved out all the figures on that 
statement, and that, as far as I am concerned, is an audit. In other 
words, we say we have so much in cash, so much in Government 
bonds, so much in secured loans, so much in unsecured, so much in 
household improvement paper, so much in automobile loans, and so 
much expense for this period of time, so much in leaseholding im- 
provements, and on this side we say we have this much in capital 
structure, we have this much in time deposits, this much in demand 
deposits, this much in deposits of customers buying homes, or payouts 
on construction loans, we have this much in income. They prove that 
statement out. 

Now, how much more of an audit you could get, [don’t know. That 
is just like if you say you have a box down in the basement, in the store 
room, where you store your old records. Can you ask the FDIC, or 
do they walk over and say, “Let me see what is in that box,” and if you 
tell them that has nothing to do with the bank or those are old records 
they may or they may not look in it. I don’t know, you would have 
to force them or make a law such that they would have to turn over 
and open every box, every typewriter, every drawer, every desk in 
the bank, to completely satisfy yourself. 

The Cuarrman. Perhaps, but there are circumstances that seem to 
develop around these cages that are unusual, and if a normal audit is 
made I think they might well discover something is at least out of the 
ordinary procedures of banks. 

We discussed this in our hearings at Washington, and there is, of 
course, under consideration by the committe the requirement that they 
audit. Iam told that there is quite a well known distinction between 
the audit and the examination as they now conduct it. 

Mr. Scuuitz. Well, you see, I don’t know. 

The Cuarrman. I thought as a member of the staff you would know 
what they had in mind. I am not myself an auditor and so I 

Mr. Scuuirz. That is what I am wondering, what they have in mind 
when they say an audit. 

The CuarrmMan. Your bank was examined quite often, wasn’t it, 
during the past several years, I mean during this period ? 

Mr. Scuurrz. Well, we are examined once each year by the State 
officials and once each year by the FDIC. 
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The CuatrMan. At least that often, but you may be examined more 
often than that? 

Mr. Scuuirz. Oh, yes. 

The Cuarmman. When they wish to? 

Mr. Scuurrz. They can examine you as often as they want. 

The Cuarrman. Do you recall the Federal Deposit Insurance Cor- 
poration examination in November of 1955 ¢ 

Mr. Scuuirz. Yes; it started on November 21, I believe. 

The Cuarman. Could you tell us, what do you recall about that? 

Mr. Scuuirz. Well, not the oddest thing but the point that sticks, on 
September 30, the State officials were in and made an examination, and 
they had barely left when the FDIC came in and made an examination, 
and they were there for, oh, I imagine, the longest, the last group, 
maybe left at the end of 2 weeks or somewhere around that period of 
time. There crew tapers off after the first couple of days. 

The CuarrMan. You said it wasn’t the oddest thing, but it was 
interesting. What did you consider the oddest thing about that 
examination ? 

Mr. Scuuirz. Well, I didn’t mean to infer anything by its being odd. 

The Cuamman. I thought you had something in mind. 

Mr. Scuurrz. No. 

The Cuarrman. So in that case the State officials conducted an 
examination. How long did that goon? 

Mr. Scuurrz. About the same period. They usually last from 
somewhere around 2 weeks as the normal. 

The CHarrman. How many men were there in the examination ? 

Mr. Scuuirz. Oh, usually they would come in with a crew of around 
14 men or so. 

The Cuairman. Fourteen ? 

Mr. Scuuirz. Somewhere in that vicinity, 10 to 14 men for their 
first day, because you realize they have to prove all the books and 
count all the cash immediately, so the bank can continue to operate on 
those aceounts the next day when it opens up for business so they have 
to have a large group of men to do that. 

The Cuamman. The State people didn’t discover this cashbox 
either? 

Mr. Scuurrz. No. 

The Cuarmman. Are they more or less thorough than the FDIC in 
their examination ? 

Mr. Scuuirz. As far as I am concerned they are just about the same. 

The Cuarrman. About the same ? 

Mr. Scuur1z,. In other words, one is just as thorough as the other. 
Like I say, I don’t know what.their format is, or what they are sup- 
posed toexamine. They last about the same length of time when they 
are in for an examination, and I couldn’t say one was any more 
thorough than the other. 

The Carman. Did anyone examining for the FDIC ever engage 
you in conversation ? 

_ Mr. Scuurrz. Well, I know—when you say conversation, working 
in the note cage at that time—in other words, I would have to bring 
the records out to them. ; 

The Cuamman. Would they have passed the time of day ? 

Mr. Scuuirz. Oh, sure. 

The Cuamman. Say, “How are things going with you?” 
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Mr. Scuuirz. Sure. 

The Cuarrman. “Is the bank going all right?” Did they ever ask 
you that? 

Mr. Scuurrz. Sure. : 

The Cuarrman. Did they ever say, “Have you had any difficulties?” 

Mr. Scuurrz. No. 

The Cuarmman. They never asked you that? 

Mr. Scuuirz. No, I wasn’t on any policymaking level of any kind 
so I wouldn’t 

The Cuatrman. I mean in the mechanics. 

Mr. Scuuirz. No. 

The Cuarrman. Did they ever say, “Have you run into any for- 
geries lately,” or anything like that? 

Mr. Scuurrz. Oh, they may have, I don’t know. We get one now 
and then, we get a Government forgery. That is the most of them. 

The Cuarrman. They didn’t ask you about this box ? 

Mr. Scuuirz. No. 

The Cuarrman. What would you have told them if they had asked 
you about this box ? 

Mr. Scuurrz, Well, I again will answer and say what I said before, 
hindsight is better than foresight. 

The Caamman. What would you have told them? 

Mr. Scutrrz. I probably would have told them what it was and said, 
“Go in and see Mr. Hintz, it is his, not mine.” 

The CuatrmMan. Do you recall the FDIC examination which began 
on March 26, 1956 ? 

Mr. Scuurrz. Yes. I thought it strange that they would come 
back in so sudden. 

The Cuatrman. You thought it was rather unusual ? 

Mr. Scuuirz. Well, I know that we had gotten a bad report the 
last time as far as loans were considered, that they were still over- 
loaned and they wanted to know if our situation had cleared up. 
That was general talk in the bank, anybody knew that. 

The CHamman. Were you aware on April 10, 1956, when you 
cashed some $46,000 in the fraudulent loans or checks, as you call them, 
that the FDIC had some 12 to 15 examiners in the bank on that 
day ? 

Mr. Scuurrz. First of all, let me qualify your statement. I don’t 
know that I cashed the checks. I wasn’t in the note cage from De- 
cember of 1955 and I don’t know—I know that I didn’t process the 
checks through the cage because I-—— 

The CuarrmMan. That you did or did not? 

Mr. Scuurrz. That I did not, because I wasn’t working in the 
cage. I could have given them to the note teller and told him to 
process them, but I don’t know that I did. 

The Cuarrman. On this date you weren’t in the cage? 

Mr. Scuurrz. That. is correct. 

The CHarrman. You had become what? 

Mr. Scutrrz. I was working in the real-estate department. 

The CuatrmMan. I see. Who was in the position you had been in? 

Mr. Scuurrz. A man by the name of John Valentine. 

The CuarrMan. Valentine? 

Mr. Scuurrz. John Valentine. 
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The Cuamman. Do you think Mr. Valentine performed exactly the 
same functions that you did ? 

Mr. Scutrrz. That Ido. As I say, to add to your statement, I could 
have been the one that gave him the checks and said, “Here, give me 
the money for this, I am giving it to Mr. Hintz.” I don’t know. In 
other words, I don’t recall April 10 in any way, shape, or form. 

The Cuarrman. Our records do show positively, of course, that the 
FDIC was conducting an investigation on that day. 

Mr. Scuurrz. Yes; they were there 

The CuarrMan. They so testified in Washington. 

Mr. Scuurrz. They were there for approximately 6 weeks, I think. 

The CuarrMan. Yes. 

Mr. Scuuitrz. Which would cover that period of time. 

The Cuatrman. The records of the bank shows that $46,000 of 
State warrants were cashed. You are telling us it is your belief that 
Mr. Valentine handled them, did the same thing that you had done? 

Mr. Scuuitz. That is correct. He could have done it at my instruc- 
tions which I had received from Mr. Hintz. And the operational 
procedure he had to do. 

The Cuarmman. Were you in the cage on December 15, 1955 ? 

Mr. Scuuirz. Yes. 

The CrHarrmMan. Our records show that on that day $35,835 were 
cashed. Do you recall that? 

Mr. Scuuitz. No; I do not. 

The CHarrMan. But it probably was so ? 

Mr. Scuurrz. If it is there, it does. The only ones I recall, the 
$85,000 I reeall because it was specific, and the rest of them by asso- 
ciation all through the investigations have been brought to my 
attention. 

The Caarrman. By this time there had been so many, you rather 
took it as a matter of course ? 

Mr. Scuurrz. Correct. 

The Cuarrman. You had become accustomed to it, so it didn’t make 
an impression on you as the earlier ones did ; is that correct ? 

Mr. Scuurrz. Correct. 

The Cuarrman. If I understand correctly, the investigators of the 
FDIC never questioned you about this sort of matter at any time? 

Mr. Scuurrz. The only time I was ever questioned by any FDIC 
man was when the story broke in July and we had an FDIC official 
come in and he asked me about it then. 

The CuarrMan. You mean after it broke in the newspapers ? 

Mr. Scutrrz. That is correct. 

The Cuarrman. Did you ever discuss this with Mr. Valentine? 

Mr. Scutrrz. No; not—well, after the whole thing broke, but pre- 
viously, no. 

The Cuarrman. Mr. Rogers has some questions he would like to ask. 

Mr. Rogers. Mr. Schlitz, I would like to ask you a few questions 
ona little different subject. Do you know Jack O. Brown? 

Mr. Scuurrz. Yes, I do. 

Mr. Rocrers. When did you first meet him ? 

Mr. Scuurrz. I couldn't definitely say. It must have been some 
time after I went to work in the bank, because that would be after 
October of 1948. The reason I say that, he has an office in the bank 
building. At that time he was on the second floor. When the bank 
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remodeled he took space on the second floor, he went to the third floor. 
He is a lawyer. 

Mr. Rocers. Was he in the bank frequently ? 

Mr. Scuurrz. Well, probably every day to make a deposit. 

Mr. Rocers. Was he a friend of Mr. Marcus and Mr. Hintz? 

Mr. Scuurrz. He knew both of them. I don’t know if he was a 
special friend of theirs or not. He was very active and is very active 
in the Southmoor Community Council, which is the neighborhood 
council on the street, and also very active in Kiwanis in the area, so 
he would know almost all the businessmen in that area quite well, I 
would say, from a business standpoint of view. 

Mr. Rocers. He was a stockholder in the bank, too? 

Mr. Scuurrz. Yes, he is. 

Mr. Rocers. Did you, when you were in the note teller’s cage, ever 
have any dealings with Mr. Brown ? 

Mr. Scuurrz. He had a loan once with us; yes. 

Mr. Rocrrs. Did Mr. Hintz ever bring checks to you made out to 
cash signed by Leon Marcus which you cashed for him ? 

Mr. Scuurrz. The only thing I can answer you on that, I have been 
shown checks since, a couple of checks, that have borne a note teller’s 
stamp payable to cash that they said were cashed by Mr. Hintz. I 
don’t believe they were signed by Leon Marcus, so I think the one that 
I was shown was signed by Martin J. Rosene. 

Mr. Rocrrs. What I am trying to develop here is, In your presence 
did Mr. Hintz ever turn over any cash to Mr. Brown ¢ 

Mr. Scuurrz. Not to my knowledge, no. 

Mr. Roeerrs. You don’t recall specifically back in March 1955, a 
check for a thousand dollars made out to cash ? 

Mr. Scuurrz. No; I haven’t been shown any. No. 

Mr. Rocers. Did Mr. Brown ever perform any legal services for 
the bank ? 

Mr. Scuurrz. That I don’t know, either, whether he has or not. 

Mr. Rocrers. Do you know Michael J. Howlett? 

Mr. Scuurrz. No; I do not. 

Mr. Rogers. I believe that is all, Mr. Chairman. 

The Cuarrman. Mr. Wallace would like to ask some questions. 

Mr. Watiace. Mr. Schlitz, I would like to go back for just a little 
bit. On your background, when did you first come to the bank ? 

Mr. Scuurrz. 1948. 

Mr. Watiace. What was your position at that time? 

Mr. Scuurrz. October? Savings teller. 

Mr. Watiace. What was your salary at that time? 

Mr. Scuurrz. $175 a month. 

Mr. Watiace. What was your following position, the next position 
after that ? 

Mr. Scuurrz. Commercial cage, regular commercial paper and re- 
ceiver, checking accounts. 

Mr. Wauiace. What is your present position and salary? 

Mr. Scuuirz. My present position is assistant cashier. As far as the 
other goes, I would prefer not to answer it. 

Mr. Wattace. It is all right. 

Mr. Scuirrz. For reasons known. 

se aw sana Do you have some bonus arrangements other than 
salary ¢ 
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Mr. Scuuitz. We did have and we do have now a different type of 
arrangement. At Christmas time we have a regular bonus arrange- 
ment, and 2 years ago they instituted a pension plan, and at that time 
all cash bonuses were stopped and the money was put into a trust fund 
along with a portion of the bank’s earnings, which when an employee 
or officer left the bank, either if he quit or was fired, he received all of 
the bonus money that had been put into his account. He did not receive 
any of the money that was in this trust account from the proceeds of 
the profits of the bank. 

You had to stay until you are 65 to receive that money. 

Mr. Wattace. So you have been at the bank 8 years? 

Mr. Scutrrz. It will be this month; yes. 

Mr. Waxtace. Who has been the operating head of the bank during 
that period ¢ 

Mr. Scuurtz. Well, Mr. Hintz. 

Mr. Wattace. The executive officer? 

Mr. Scuuirz. The executive vice president was Mr. Hintz. 

Mr. Watuace. Mr. Hintz? 

Mr. Scuutrz. All of that time, yes. 

Mr. Watuace. He was your boss? 

Mr. Scuurrz. Well, let’s say that I didn’t have any. Mr. Skidmore, 
who was the vice president and cashier—he was operating head of the 
bank, took care of personnel. When I say hired a bookkeeper or fired 
a bookkeeper or something like that, Mr. Rosene took care of his 
department. 

Mr. Wauuace. Mr. Rosene was in real estate? 

Mr. Scuurrz. Yes, in other words, if he needed a secretary he told 
Mr. Skidmore about it, and Mr. Skidmore would approve it, but he 
would hire the type of girl he wanted, which was what he should do. 
Besides—in other words, there was no immediate superior besides Mr. 
Hintz, in the note cage you were responsible to a loaning officer and 
Mr. Hintz was the senior loaning officer. 

Mr. Wautace. Mr. Hintz was the one that ran the bank? 

Mr. Scmurrz. Well, when you say running the bank, you have to 
say two things: Running the bank from an operational procedure, we 
all ran the bank from that standpoint of view. When you speak of 
running the bank, and if you say policy as to what type of loans, how 
much we want in loans, are we going into the real-estate business, the 
automobile paper business, household improvement, what type of 
customers do we want, what type of new business, what type of adver- 


tising, as far as I am concerned Mr. Marcus was the actual head of 
that, Mr. Leon Marcus. 


Mr. Wattace. Leon Marcus? 

Mr. Scutrrz. That is correct. 

Mr. Watxace. In addition to Mr. Marcus, would you know who 
controlled the policy of the bank? 

Mr. Scuurrz. Not unless it would be the board of directors in some 
way, shape, or form. 

Mr. Wautace. Would you say that Mr. Marcus ran the bank? 

Mr. Scuurrz. From that standpoint of view, yes. In other words, 
there would be objections raised to him on certain things, but any of 
the employees or anything else, we always considered that he was the 
one that would give it to us, and I believe he was, the one that started 
the trust fund, the retirement program. That was his main idea. 
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Mr. Wautace. Would you tell us when you first met Mr. Hintz? 
When you came with the bank, was he there then ? 

Mr. Scuurrz. That is correct, on a Saturday morning. 

Mr. Watuace. Did you know Mr. Hintz in a social way? Did you 
ever attend the same social functions? 

Mr. Scuurrz. No; the only functions that I ever attended with Mr. 
Hintz were bankers’ meetings, South Side Bankers doings, or South 
Side golf outings, auditors’ dinners, or something like that. 

Mr. Watiace. Would you give us a description of your impression 
of Mr. Hintz, what kind of a man he was! Was he silent, was he 
affable, was he talkative? What sort of man was he? 

Mr. Scuurrz. No; a very friendly man, if he liked you. Moody, as 
most men get, when they are older, I don’t know. Sometimes he 
would get very mad at something that would happen in the bank, 
and he would practically turn blue. or red from anger. But that is 
the normal thing that would happen to anybody that would be running 
something. 

The Cuatrman. Did Mr. Hintz treat you well, personally ? 

Mr. Scuurrz. As far as I am concerned ; yes. 

The Cuarrman. Did you receive bonuses from the bank at the end 
of the year? 

Mr. Scuutrz. During the year? 

The CHatrman. At any time. 

Mr. Scuiurz. I just got through talking with Mr. Wallace. 

The Cuarmman. I didn’t hear that. My attention was distracted by 
another matter. You did receive bonuses? 

Mr. Scuurrz. In other words, I didn’t receive from Mr. Hintz, as 
far as I am concerned, any special treatment or any favors. 

The Cuarmman. You did not? 

Mr. Scuurrz. That would not have been given to anybody else, that 
were given to anybody else. In other words, I got a 2-week vacation 
like everybody else did. I got the normal amount of time off. If I 
needed a day off to go some place to do something, if I had a legitimate 
reason, I was given it. It wasn’t as much through Mr. Hintz as it 
would be through Mr. Skidmore. He had to find a replacement for me. 

The CHamman. You don’t think Mr. Hintz favored you at all 
because of your cooperation ¢ 

Mr. Scuurrz. No, I do not. I stand on my own two feet, what I 
know and what I can do. 

Mr. Wattace. Did you ever offer any suggestions to Mr. Hintz with 
respect to how the bank was run, or anything of that type? 

Mr. Scuurrz. No; not to my knowledge. We might Ges had some 
eRe on some minor point, maybe bookkeeping, or something 
ike that. 

Mr. Watiace. Did he ask your opinion ? 

Mr. Scuurrz. He might have asked what I thought of it. There was 
nothing of importance. 

Mr. Watnace. No important instances where he asked for your 
opinion / 

Mr. Scutrrz. Not a major policy of some kind. In other words, 
bookkeepers, we have 5 books, maybe we ought to have 6, what do you 
think, how many accounts are in a book, something like that. The 
biggest decision I know of that any of us had ever discussed was when 
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we were goilig into automatic teller machines. Everybody was asked 
their views on the subject, and so forth. 

Mr. Wautace: What I am driving at, if you felt something was not 
being done right at the bank, would you be under any inhibitions to 
bring the matter to Mr. Hintz, or would you think twice before you 
did # 

Mr. Scuurrz. No; I probably would have brought it to him. I 
mean, I never had any—anything like that come up, but in all prob- 
ability I would have. In other words, to be specific; in other words, 
if, let’s say, a bookkeeper was fooling around with an account, a teller 
had too many shortages, or if some teller was continually antagonistic 
to people at the window, I probably would. But, first of all, I would 
probably go to Mr. Skidmore, who was the operating head of the bank 
and tell him, and he in turn would refer it to Mr. Hintz, and Mr. 
Hintz might call me to verify it. I don’t recall instances of that 
happening. You do go through the chain of command, whosever 
department it is in. 

Mr. Wattacr. Would it have occurred to you to say to Mr. Hintz 
on this envelope account, “Don’t you think this is a funny way to 
operate this?” 

Mr. Scuurrz. Probably did, but let’s say that I was not scared of the 
man, but I didn’t want any part about it. The less I felt I knew about 
it, the better off I was. 

Mr. Wazaion, When did you first meet Mr. Epping, Edward 
Epping? 

Mir. Scuurrz. I don’t recall; it must have been in 1954 sometime. 

Mr. Watxace. 1954? 

Mr. Scuurrz. Maybe December 1953. I don’t know. 

Mr. Watuace. Can you recall the circumstances when you first met 
him ¢ 

Mr. Scuurrz. I was introduced to him, “This is Mr. Epping from 
Mr. Hodge’s office.” That is it, period. 

Mr. Wautace. Who introduced you? 

Mr. Scuuirz. Mr. Hintz, as far as I know; yes. 

Mr. Wattace. Do you recall the next time you saw him? 

Mr. Scuurrz. Some time during the years 1954 and 1955, and when 
he would come in the bank. As I have stated before, the note cage is 
right near Mr. Hintz’ office, and he would say, “Hello, Ralph, how 
are you?” 

I would say, “Hello, Mr. Epping. How are you?” 

I might walk out, shake hands with him, ask how his family w 
turn around and walk back into the cage. Beyond that I never ha 
conversations with him concerning anything except how the weather 
was nice out today, it is fall, winter, are you going to stay in 
Chicago long? That is it, period. 

Mr. Watace. Did he start cashing checks immediately the first 
time you met him, or did you know him a while before ? : 

Mr. Scuurrz. I can’t answer you. I don’t know. 

Mr. Wauuace. How did Mr. Epping strike you? What sort of a 
fellow did you think he was? Was he gregarious, affable? 

Mr. Scutrrz. A very sharp dresser, Dapper Dan, well dressed, well 
groomed, well, kind of silent. I mean, he didn’t have too much, well, 
maybe he would have to somebody else, but we never had any long con- 
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entetions: If he happened to be waiting for Mr. Hintz, Mr. Hintz 
was busy 

Mr. Wattace. Did he ever make any efforts to incur your friend- 
ship other than your business association ¢ 

Mr. Scuurrz. None whatsoever. I never received a phone call or 
anything else from him concerning anything. 

Mr. Wauuace. I think you said the first time you met Mr. Hodge was 
at this Meigs Field Airport? 

Mr. Scutrrz. That is correct. 

Mr. Wattace. Did you ever meet him any other time? 

Mr. Scuurrz. No, I have not. 

Mr. Wattace. I wonder if you could spell out for us a little more 
how this private checking account worked, the envelope system. 
Would Mr. Hodge write a check in Granite City which would be 
cashed at a Granite City bank? 

Mr. Scutrrz. Yes. 

Mr. Wauxace. Tell me the process of the check from there. 

Mr. Scuurrz. I believe Granite City goes through the Federal 
Reserve bank in the St. Louis area. They have a correspondent 
probably in St. Louis, a large bank, which they would send a check 
to. From there it would go to that Federal Reserve bank. Or, if 
this bank were a direct correspondent of the First National Bank in 
Chicago, and you can tell from the Bankers Manual who our cor- 
respondents are, they would send a check through straight to the 
First National with another group of checks that First National is 
corresponding for, and it would reach the First National, and it would 
come to us in the clearings, or it could go by the way of the Federal 
Reserve bank, First National, tous. It doesn’t make too much differ- 
ence how that works. We end up getting it from the First National 
Bank in clearances each day. 

Mr. Wauxace. The check would wind up in your bank. Then what 
would happen to it ¢ 

Mr. Scuurrz. The check would be charged against the First Na- 
tional. Weinturn would have to recover our money so we would want 
to charge it to some customer’s acount. Since there was no account 
to charge it to, and the balance to be lowered, the money was taken 
out of the brown envelope, the check was paid for with that money, 
and the credit was given back to commercial books. In other words, 
actually what you would end up with, if you had one single item, 
you would have a lowering of First National Bank’s balance, and you 
would have an increase in your cash. That is the only reflection you 
would show on your daily statement because the other would be a mere 
washout. 

Mr. Wautace. These checks would come from the First National 
in a big batch with all of the rest of the checks of the bank ? 

Mr. Scuurrz. Right. 

Mr. Watxiace. What is the procedure there when all these checks 
come in? Does someone separate them ? 

Mr. Scuurrz. You run them first and prove the amounts. They 
are usually small bundles or batches, to a tape listing, and you prove 
that tape listing out. And then they are sorted. We have two types 
of checking accounts, commercial and thrift or low cost. Pirst 
they are split into these two groups, and our books are kept alpha- 
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betically. The bookkeepers then sort the checks down by alphabetical 
sequence. 

MMe. Wattace. What would the people who had the checks think 
when they got the checks and there was no account? 

Mr. Scuurrz. They would take it back to the head bookkeeper and 
he would tell them, “I will take care of it.” 

Mr. Wauuace. Who was the head bookkeeper ? 

Mr. Scuurrz. In 19—I am trying to figure out the other day—we 
have got a fellow that has been there with us 2 years, 2 years in July 
right now. That man’s name is William Tingle. And previous to 
that, we had a man with us, and he was with us for a year, and his 
name was Tom Griffin. He is now over at the Chatham Bank. In 
other words, he was the head bookkeeper at that time. . And then this 
other fellow came. 

Mr. Wautace. What did the head bookkeeper do? 

Mr. Scuurrz. Bring the check to Hintz, or if Hintz wasn’t there, 
he would bring it to me, or if Mr. Hintz was busy he would say, “What 
am I supposed to do with this?” 

I would say, “Wait a minute.” I would interrupt Mr. Hintz or wait 
until he was free, and take it in to him and ask what was to be done 
with the check. He would say, “Give me the check.” I would give 
him the check. He would say, “Take the money out of the envelope.” 
He didn’t say that. He would say, “Take the money out of the 
envelope.” 

Then it becomes an operational procedure of recrediting commer- 
cial books, which he has nothing to do with whatsoever. 

Mr. Wanuace. Was this special account setup generally known 
throughout the bank? I was trying to think, if a check comes in with 
a lot of other checks, and it winds up with not having an account, it 
goes to the head bookkeeper who is under instructions to ae it to 
you, or to Mr. Hintz. But to you if Mr. Hintz is not there. Then you, 
if Mr. Hintz is not there, can take the money out and credit it to the 
bank so the bank’s books balance with respect to the check. The check 
is kept by Mr. Hintz? 

Mr. Scuurrz. Right. 

Mr. Wattace. I see. Was this generally known throughout the 
bank? 

Mr. Scuurrz. No. 

Mr. Wautace. Who all would you say knew about this envelope 
account? You, Mr. Hintz, who else? 

Mr. Scuurrz. Well, the fellow in the bookkeeping department. He 
wouldn’t know about the cashing of the warrants because all he would 
be in on would be the paying of it. In other words, he wouldn’t have 
any idea where the money came from. 

Mr. Watutace. I am not talking about the warrants. I am talking 
about the Hodge checks—— 

Mr. Scuurrz. Coming into the bank. All I could say, probably the 
bookkeeper, I couldn’t tell, the bookkeepers turn over so fast, generally, 
in most banks, maybe the sort girl, maybe she caught it at the begin- 
ning. Maybe she knew there wasn’t an account there. Beyond that, 
I would say it would be the bookkeeper, because the payment, the re- 
credit—in other words, you have to put the cash through some cage 
and recredit Taaieanaial neal That is a debit and a credit entry. 
The teller wouldn’t be concerned or wouldn’t ask that. He would have 
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cash, and have it credited to commercial books, and it would be an 
offset. 

Mr. Wauxace. It has been reported that one of those checks was for 
$25,000 cash, and there was no endorsement on it. Is this usual? 

Mr. Scuuirz. No; if the check is payable to cash, regardless of where 
it is, it should have an endorsement on it. But they can come in with- 
out being endorsed. 

The CHarrman. Mr. Schultz, if the examiners of the FDIC had 
looked at everything in your cage, they would have discovered the 
existence of the envelope and the cash books, and the whole thing would 
have been exposed ; would it not? 

Mr. Scuurrz. That is correct. 

The Cuarman. If I understood your testimony correctly, the ex- 
aminers primarily take your own calculations as to what is there? 
They do not themselves examine it; is that correct ? 

Mr. Scuuitz. No; they take your calculations—in other words, you 
say I have this much cash in the cage and they count it. Then at the 
end of the day, for that very same day, to balance the books of the 
bank, they add ail of the tellers up to see the amount on hand, and 
they don’t ask you—in other words, is this all of the cash you have, or 
isn’t this? They say you are turning in a teller’s balance sheet today 
ending with so much money on hand. 

The Cuarrman. What I mean is, an examiner, when he comes in, as 
you know, comes in unannounced. That is part of the regular pro- 
cedure. 

Mr. Scuurrz. Right. 

The CuHamman. And so that anyone who should happen to be en- 
gaged in misdeeds would not have an opportunity to cover itup. Ihad 
assumed they would take charge of everything in your cage and count 
the money and verify it themselves. I am wondering if that is not 
the usual procedure. But they didn’t do it in your case? 

Mr. Scuurrz. No; I wouldn’t say it would be the usual procedure 
either. 

The Cuairman. If it wasn’t, it ought to be, it seems to me, or else 
the examination is of little value. The purpose is to verify everything 
that is in each of the cages, not just yours, allof the cages. 

Mr. Scuurrz. Right. Then I go back to the very same thing I 
said before, that they are interested in the bank records such as they 
are. 

The CuarrMan. Everything in your cage ought to be a bank record. 
It certainly is unusual procedure to have private records and private 
books being kept in a bank teller’s cage, isn’t it? 

Mr. Scuurrz. I don’t know. I can’t answer that. 

The Carman. You know of no other instance in all of your 
— of private records of this character being kept in a cage? 

*, Scnuirz. I do. 

The Cuarrman. Do you? 

Mr. Scuurrz. In the cash books also, if there was a pay period 
and the pay was not distributed, if the employees were not there, it was 
left in that cash box. If you had an examination during that period 
of time, that would not have been touched. 

The Crarrman. It would have been looked at and explained, 
wouldn’t it ? 

Mr. Scutrrz. There would be no—— 
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The Carman. You mean an examiner very carefully avoids look- 
ing at anything you don’t tell him to look at in the cage? 

Mr. Scuurrz. I don’t know. In other words, they come in and ask 
you where is the cash, being specific on the note cage, they say, where 
is the cash, where is the collateral for your notes, and where are your 
notes ¢ 

The CuatrMan. Are you very sure you did not take that box and 
put it under the table or off in a corner? 

Mr. Scutrrz. It stayed in the cage. 

The CuarrMaAn. You never did remove it from the cage ? 

Mr. Scuurrz. No. You wouldn’t take it out of the cage. There 
would be no reason to take it out. 

The CHarrman. You would take it out to hide it ? 

Mr. Scuurrz. I didn’t do that. 

The Cuarrman. Youdid not? 

Mr. Scuuitrz. No, sir. 

The Caarrman. Nor did Mr. Hintz? 

Mr. Scutrrz. No. 

The Cuamman. He left it right in the cage at all times ? 

Mr. Scuuirz. That is right. 

The CuHarrman. To your knowledge, Mr. Hintz never made any 
attempt to hide that cashbox ? 

Mr. Scuurrz. No, he wouldn’t take the cashbox anyway. He would 
be interested in the brown envelope. 

The CHarrman. I meant the brown envelope. Did he take the 
brown envelope at any time ? 

Mr. Scuurrz. I don’t know. 

The CuarrmMan. You don’t know? 

Mr. Scuurrz. I don’t know if he took it this spring or not. 

The Cuarrman. What puzzles me is, the FDIC had critical reports; 
in other words, they were on notice that this bank wasn’t being run 
properly. They didn’t know all of the details of it, but if the FDIC 
had asked you, had engaged you in a conversation about your work, 
asked if there was anything unusual, if I understand your testimony 
you say now you would have told them. But they just didn’t ask? 

Mr. Scuurrz. That is right. 

The Cuatrman. It strikes me as indicating a rather superficial ex- 
amination on the part of the FDIC. Would you agree with that? 

Mr. Scuurrz. On that part of it, when you say superficial, to that 
extent, yes. 

The Cuarrman. Is it your general impression that the examination 
of the FDIC isnot beset andre 2 

Mr. Scutrrz. No. 

The Cuarrman. Not as thorough as it ought to be ? 

Mr. Scuuirz. That could be, and again I don’t know what they are 
supposed to be looking for and what they are not. 

The Cuarrman. Do you have anything else ? 

Mr. Wauxace. No. 

The Cuamman. Mr. Schlitz, I appreciate very much your very 
frank and complete testimony. It has been of great assistance to the 
committee. Thank you very much. 

Mr. Scuurrz. You are welcome. 
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The Cuarrman. The committee will now take a recess for 5 minutes. 

(A short recess was taken.) 

The Cuarrman. The committee will come to order. I hope you 
will all be very careful to be as quiet as you can and not interfere with 
the orderly procedure. Not make noise, and soon. 

I just remind you again, this is a legislative hearing of the Senate. 
I think you all conducted yourselves very well during the appearance 
of the last witness. I hope you will continue to do so. 

The next witness before the committee is Mr. Orville E. Hodge. 

Mr. Hodge, before you sit down, will you be sworn ? 

Whereupon Orville E. Hodge was duly sworn as a witness by the 
chairman and was examined and testified as follows: 


TESTIMONY OF ORVILLE E. HODGE 


The Cuarrman. Please be seated, Mr. Hodge. 

These still photographers and everyone, I hope you will take your 
pictures and then go back to your places because these flashlights are 
very disturbing, not only to the witness, but they are to the chairman 
of the committee, too. I cannot concentrate with that much confusion. 
It is one of the accompaniments of all of our hearings. I hope to keep 
it at the minimum. 

Can you still photographers get all you want and then go back, and 
let us proceed ¢ 

Do they bother you, Mr. Hodge ? . 

Mr. Hoper. They don’t do me any good. Ido want to object, if you 
don’t mind, to the television. I told you in the anteroom, I have been 
ill. I left the hospital yesterday evening to come here, to help if I 
can. I know that I am not well enough to have all this confusion, and 
the television, and I wish that they would not turn the cameras on me, 
and that you would exclude them from this hearing. 

The Cuamrman. Mr. Hodge, that question, I may say, has arisen in 
the past. I am very sympathetic to your point of view. It is a diffi- 
cult thing because they have become more and more accepted as a part 
of the reporting of public hearings. 

This committee, I may say, did not request that these proceedings 
be televised, but it was in response to requests by the television com- 
panies that it be permitted. This is, of course, a public hearing. That 
is the normal way in which congressional committees operate. To do 
otherwise, that is to conduct them in private, deprives the public of its 
right to observe the processes of government. 

I may say that the Government, our present Government in Wash- 
ington has been very severely criticized by the press for the last sev- 
cral years for secret meetings and all of that. We are constantly con- 
fronted with that problem. This being true, the question arises as to 
how the public is to observe the hearings. I am sure that none of the 
witnesses would contend that all of the press should be excluded. The 
public also has a right to determine the medium through which it will 
view the hearing. It is not our function to censor one form of com- 
munication, that is television, which the public may use if we are 
physically able to accommodate them. 

I recognize the circumstances which you have just stated, and I 
realize that there is always a certain amount of confusion and ner- 
vousness about any hearing. I believe under the circumstances, as 
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chairman, I would be warranted in ordering that they could not tele- 
vise Mr. Orville Hodge while he is being examined. 

I want to make it very clear, I don’t want it to be a precedent for 
people who aren’t laboring under such circumstances. They are at 
perfect liberty to ask that they not be televised. But, I say, it has 
grown to be a practice, and I believe that the policies of our Govern- 
ment in the future will under normal circumstances permit the tele- 
vising of witnesses. 

When the question first arose, I know I was very disturbed. I 
thought it might, and the only basis for this ruling is that it might 
interfere with the proper and orderly securing of information for a 
committee of the Senate. So I will order the television cameras not to 
televise Mr. Orville Hodge while he is testifying. 

Also, I think the still photogra hers have ed ample opportunity to 

take pictures. I wish they aM move back just as they did during 
the appearance of the last witness and remain quiet just as they were 
then. I may say you were very agreeable and cooperative, and I hope 
you now move back and do not disturb the witness or the committee. 
" Mr. Hodge, I wonder if you would tell the committee as background 
information, where you were born, and give us some idea of your early 
education and personal life. We need that for the record to give it 
perspective. 

Mr. Hoper. Senator, I gave that to your investigators in full—— 

The Cuarrman. Mr. Hodge, let me make it clear, it is the cus- 
tomary procedure that I often ask you questions, the answer to which 
I know, but it is necessary for us to make a public record for use in 
legislation. That is what these questions are for. I realize that you 
have given it to us, and I know some of these facts, but give them brief- 
ly for the record, because this will be the only public record. The 
other record was not a public record. 

Mr. Hopex. I was born in 1904, October 1, at Anderson, Ind. 

The Cuarmrman,. How long did you live there? 

Mr. Hopeer. I lived there about 4 years, and moved then to Granite 
City, Il., where I have lived the rest of my life until now. 

The Cuarrman. Did you go to public schools in Granite City ? 

Mr. Hoper. I did. I went to high school there and went to law 
school in St. Louis 2 years. 

The Cuatrman. Where did you go at St. Louis? 

Mr. Hoper. Benton School of Law. 

The Cuamman. Two years? 

Mr. Hoper. Yes. 

The Cuarrman. Did you practice law? 

Mr. Hoper. I did not. 

The Cuarrman. When did you first get into public life? 

Mr. Hover. About 20 years ago I was a member of the tax board of 
appeals of our county for 6 years. After that I was a member of the 
legislature. 

The Cuatrman. When did you serve in the legislature? 

Mr. Hoper. From 1945 until 1952. 

The Cuatrman. 1952. When were you elected State auditor of 
Illinois? 

Mr. Hoper. 1952. 

The Cuarman. You assumed office when? 

Mr. Hoper. January 1953. 
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The Cuamman. What are the duties of the State auditor of the State 
of Illinois? 

Mr. Hopes. The State auditor in Illinois has charge of the book- 
keeping system of the State. : 

The Cuamman. Do you have any control over the expenditures of 
State money ¢ 

Mr. Hopex. Not over the control of it. We write all of the war- 
rants in our office, and keep the books. They are countersigned by the 
treasurer, and then we send them out. 

The Cuamman. Do you check the accuracy of financial records of 
State agencies ? 

Mr. Hopex. We do. 

The Cuarrman. Do you inventory State property ? 

Mr. Hopes. We do. 

The CuHamman. Do you supervise State-chartered financial insti- 
tutions holding deposits of private funds? 

Mr. Honee. Yes, sir. 

The Cuarrman. When, Mr. Hodge, did you first become aware of 
any difficulties in the First State Bank of Elmwood Park ? 

Mr. Hoper. As I recall, it was about February of 1953. 

The Cuairman. That was very soon after you took office as auditor 

Mr. Hoper. Yes. 

The Cuaimman. How were you advised of this difficulty? Who 
told you about it? 

Mr. Hoper. The gentleman in charge of the banking division of our 
office. 

The Cuarrman. Who is that? 

Mr. Hopner. At that time it was Mr. Mueller, and his assistant, Mr. 
Lyman Sorensen. 

The Cuarrman. Do you recall which advised you of the difficulties 
in the bank ¢ 

Mr. Honer. I believe they were both together when they met me. 

The Cuairmay. Both of them. Can you remember approximately 
when Mr. Sorensen and Mr. Mueller told you about the difficulties in 
the bank ? 

Mr. Hoper. I can’t recall the date; no, sir. 

The Cuatrman. Can you tell us the substance of the conversation ¢ 

Mr. Hoper. It has been my ruling from the outset that all the 
financial institutions would be in charge of these career men, not only 
the banks but the savings and loan associations, credit unions and 
other institutions under our jurisdiction. They apprised me of this 
difficulty in these banks, told me that three banks were being. flooded 
by paper that was not of par value, and that the assets of the banks 
were in jeopardy. 

The Cuarman. Told you three banks were? 

Mr. Hoper. Yes, sir. 

The Cuatrman. What were the three banks? 

Mr. Honer. Well, I can’t recall the names at this moment. I am 
sure you have them in my statement. 

The Cuamman. One of them was the Elmwood Park Bank? 

Mr. Hoper. That is right. 

The CHarrman. When they told you that, what did you do? 

Mr. Honer. I told them that I°would meet with them and the mem- 
bers of the board of these banks and I would take their judgment as 
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they had been on this case for months. They were properly informed. 
They were career men, and if there was jeopardy in the savings and in 
the depositors’ money we should take action. 

The Cuamman. Did you communicate this report to the Federal 
Deposit Insurance Corporation ? 

Mr. Hopner. They were already on the scene. 

The Cuamrman. The Federal Deposit Insurance Corporation ? 

Mr. Hoper. Yes, sir. 

The Cuarrman. They already knew about it? 

Mr. Hoper. Yes, sir. 

The Cuarrman. And you knew they knew about it? 

Mr. Honer. Yes, sir. 

The Cuarrman. Did you talk to them about it ? 

Mr. Hoper. We talked jointly on several occasions with the boards 
of these banks and with the FDIC men. 

The Cuarrman. Who representing the FDIC did you discuss the 
matter with ? 

Mr. Hoper. Gene—— 

The Cuamman. Gover? 

Mr. Hoper. Gover. 

The CHamman. Did you discuss it with him? 

Mr. Hoper. And others of his staff. 

The CHamman. Of his staff. Who owned the Elmwood Park 
Bank at that time ? 

Mr. Hoper. A group of people from Texas had controlling inter- 
est in all three i. 

The Cuatrman. Who was president of the Elmwood Park Bank? 

Mr. Hope. I can’t recall. . 

The Cuarrman. Do you know Mr. Beutel, Mr. Henry Beutel ? 

Mr. Hoper. Yes. 

The Cuarrman. Was he connected with the bank ? 

Mr. Hoper. I believe he was. I don’t believe he was the—he may 
have been president, I don’t know. 

The CuarrmAn. Had you known Mr. Beutel prior to this? 

Mr. Honer. No, I had not. 

The Cuatrman. Mr. Beutel, the record shows, had owned the bank, 
he and his associates had control of it. You say he sold it, at least 
to your knowledge he had sold it, to someone from Texas, is that cor- 
rect 

Mr. Hopes. That is right. 

The Cuamman. How did you learn about the Texas people own- 
ing control of this bank? 

Mr. Hoper. From our conversations with the FDIC, and our men 
in bese! Boe the banking department. 

The Cuarrman. The FDIC knew that at that time? 

Mr. Hoper. Yes, sir. 

The Cuarrman. You met with the directors of the Elmwood Bank? 

Mr. Hoper. Yes, sir. 

The Cuamman. Who were some of those directors? 

Mr. Hopee. I can’t recall their names. I didn’t play an important 
part in this matter because, as I said before, I based all of my thoughts 
and decisions on what’the men who were in charge of the banking 
division, with over 20 y had on their mind, and I would listen to 
them. There were many other things that I had to do. 
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The Cuamman. During this period did you discuss the matter in 
any detail at all with the FDIC? 

Mr. Hoper. Yes, sir. 

The Cuarman. Did you send the FDIC copies of your reports of 
the examination ? 

Mr. Honer. Yes, sir, we did. 

The Cuarrman. Are you sure you sent the FDIC reports of your 
examination of the Elmwood Bank? 

Mr. Hoper. I am sure that they would have reports. We worked 
jointly with them on this whole procedure. 

The Cuatmrman. In their testimony, as I recall it, they said they did 
not receive any reports from your agency, from you as auditor. I 
don’t know that it is particularly significant. I was just trying to 
make it correct. 

Mr. Honer. Let me state again, Senator, that these questions con- 
cerning examinations and the methods can be obtained from the men 
who were directly in charge. I am sure they will give you that 
information. 

The Cuarrman. I wasn’t talking about that period when the bank 
was closed, and you were all in there together. I meant at other 
times did you send reports of your examinations to the FDIC? 

Mr. Hopes. At other times? 

The Cuarmman. Not while the bank was closed, after April, but 
prior to that time was it customary and—— 

Mr. Honer. I suppose it was customary. You must remember I 
had only been in office several months. 

The CHarrman. Do you recali whether you received copies of the 
reports of examination made by the FDIC? In other words, did 
they send you copies of their report? 

Mr. Hoper. I am sure they were interchanged, and that was a prac- 
tice, I am sure. 

The Cuarmman. Do you remember what you did with it? Did any- 
body take them seriously ? 

Mr. Hover. I am sure they did. We closed the bank, at least. 

The Cuarrman. You did discuss this with Mr. Gover ? 

Mr. Hoper. Yes. 

The Cuarrman. Can you identify, for the record, Mr. Gover? 

Mr. Hopex. He was in char 

The Cuamman. Of this region for the FDIC. Did Mr. Gover 
address any questions to you regarding the rehabilitation of the bank 
prior to the date it was closed on April 11, 1953? 

Mr. Hoper. In the conferences that were held, I am sure that Mr. 
Gover was prewar, and we tried to rehabilitate the bank by sellin 
the paper that was already in the bank, and the best price, I recall, 
that we could get was 40 to 50 cents on the dollar, which was not 
enough to open the bank and have it liquid. I am sure that the FDIC 
was a party to all of those deliberations. 

The Cuamman. Then, you are testifying that you did attempt to 
rehabilitate the bank before finally closing it ? 

Mr. Honer. We attempted many times. The fact of the matter is, 
I think that the FDIC accompanied some of our men down to Dallas, 
Tex., and other places to sell, attempt to sell this paper so that we 
could rehabilitate the bank and open it. And it was, the trip was not 
successful. We could not find purchasers for the paper. 
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The CuainMAn. You didn’t goto Dallas? 

Mr. Hopee. I did not, but I sent 

The Cuairman, Who did you send, do you remember ? 

Mr. Hopee. I sent, if I recall, I don’t recall just who did go. Iam 
sorry. Atleast 2 or 3 of our men from our office. 

The Caarrman. What powers over a State bank do you have which 
you can use to compel them to adopt sound banking principles 

Mr. Hoper. Well, under the law, our banks, if they are not run 
according to good banking practices, can be closed, and under the 
law, that was the law that we used, that section of the law to close 
these banks, because they were not ‘being run for the benefit of the 
stockholders or the depesitors. 

The Cuarrman. I wonder if you could tell us just what led you to 
close this Elmwood Park Bank. What was the immediate reason for 
it? 

Mr. Hoper. The bank was not liquid, it could not meet the deposi- 
tors’ demands. 

The CuHarrman. Had there been a run on it ? 

Mr. Hopes. There was a run on the other two banks, and I think 
there was a run starting on this bank. 

The CuarkMan. You mentioned this—— 

Mr. Hoper. Plus the fact, Senator, and you have to bear with me, 
I am not, Iam under a very difficult strain as you know. 

The CHarmman, Yes. 

Mr. Hopeér. And these matters take a lot out of me, and I am trying 
to give you the correct answers. 

The Cuamman. I don’t want to rush you. You take all of the 
time you want. 

Mr. Hope. I understand that. 

The Cuarrman,. I don’t wish to rush you at all. 

Mr. Honexr. I know that one of the reasons that these banks were 
closed, we had asked them not to put any more of this paper into the 
banks, this bad paper. 

The CHamman. Identify it for the record. I understand what 
itis. The record must show it. 

Mr. Hope. This was commodity paper that was purchased by these 
banks without discount, but on a money-plus basis, and we had told 
them that the paper wasn’t worth the money that they had asked 
for it. There was no way of reciprocity, but they still insisted on 
putting more in. 

They had, I think, eight or nine hundred thousand dollars worth 
of paper ready to go in the next day. We told them that if they 
attempted to put that paper in, the bank would not stand it, and we 
would have to close it. That is what led to the closing. 

The Cuarrman. That was the Bankers Discount Corp. paper, 3 is 
that correct, from Dallas? 

Mr. Hopcx. That is right. 

The Cuatrman. So it is fair then to say that it was the prospect of 
an additional large amount of this paper which was the immediate 
cause for your action ; is that correct ? 

Mr. Hoper. That is correct. 

The Cuamman. I don’t want to put words in your mouth. Iam 
just trying to clarify the record. 
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The Carman. During this period did you discuss the matter in 
any detail at all with the FDIC? 

Mr. Hoper. Yes, sir. 

The Cuamman. Did you send the FDIC copies of your reports of 
the examination ? 

Mr. Honor. Yes, sir, we did. 

The Crarrman. Are you sure you sent the FDIC reports of your 
examination of the Elmwood Bank? 

Mr. Hoper. I am sure that they would have reports. We worked 
jointly with them on this whole procedure. 

The Cuarrman. In their testimony, as I recall it, they said they did 
not receive any reports from your agency, from you as auditor. | 
don’t know that it is particularly significant. I was just trying to 
make it correct. 

Mr. Honer. Let me state again, Senator, that these questions con- 
cerning examinations and the methods can be obtained from the men 
who were directly in charge. I am sure they will give you that 
information. 

The Crarrman. I wasn’t talking about that period when the bank 
was closed, and you were all in there together. I meant at other 
times did you send reports of your examinations to the FDIC? 

Mr. Hoper. At other times? 

The Cuamman. Not while the bank was closed, after April, but 
prior to that time was it customary and 

Mr. Hopner. I suppose it was customary. You must remember I 
had only been in office several months. 

The CHarrman. Do you recall whether you received copies of the 
reports of examination made by the FDIC? Im other words, did 
they send you copies of their report? 

Mr. Hoper. I am sure they were interchanged, and that was a prac- 
tice, I am sure. 

The Cuamman. Do you remember what you did with it? Did any- 
body take them seriously ? 

Mr. Hoper. I am sure they did. We closed the bank, at least. 

The Cuarrman. You did discuss this with Mr. Gover ? 

Mr. Honer. Yes. 

The Cuamman. Can you identify, for the record, Mr. Gover? 

Mr. Hopex. He was in charge-——— 

The Cuarrman. Of this region for the FDIC. Did Mr. Gover 
address any questions to you regarding the rehabilitation of the bank 
prior to the date it was closed on April 11, 1953? 

Mr. Hoper. In the conferences that were held, I am sure that Mr. 
Gover was proeets and we tried to rehabilitate the bank by selling 
the paper that was already in the bank, and the best price, I recall, 
that we could get was 40 to 50 cents on the dollar, which was not 
enough to open the bank and have it liquid. I am sure that the FDIC 
was a party to all of those deliberations. 

The Cuarrman. Then, you are testifying that you did attempt to 
rehabilitate the bank before finally closing it ? 

Mr. Hopner. We attempted many times. The fact of the matter is, 
I think that the FDIC accompanied some of our men down to Dallas, 
Tex., and other places to sell, attempt to sebl this paper so that we 
could rehabilitate the bank and open it. And it was, the trip was not 
successful. We could not find purchasers for the paper. 
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The CuairMAN. You didn’t goto Dallas? 

Mr. Hoper. I did not, but I sent 

The CaammaNn, Who did you send, do you remember ? 

Mr. Hones. I sent, if I recall, I don’t recall just who did go. I am 
sorry. At least 2 or 3 of our men from our office, 

The CuarrmMan. What powers over a State bank do you have which 

you can use to compel them to adopt sound banking principles ! 
’ Mr. Hover. Well, under the law, our banks, if they are not run 
according to good banking practices, can be closed, and under the 
law, that was the law that we used, that section of the law to close 
these banks, because they were not being run for the benefit of the 
stockholders or the depositors. 

The CuarrMan. I wonder if you could tell us just what led you to 
close this Elmwood Park Bank. What was the immediate reason for 
it ¢ 

Mr. Hopver. The bank was not liquid, it could not meet the deposi- 
tors’ demands. 

The CuarrmaNn. Had there been a run on it ? 

Mr. Hones. There was a run on the other two banks, and I think 
there was a run starting on this bank. 

The CuairMAN. You mentioned this 

Mr. Hoper. Plus the fact, Senator, and you have to bear with me, 

am not, Iam under a very difficult strain as you know. 

The CHarrman, Yes. 

Mr. Hoper. And these matters take a lot out of me, and I am trying 
to give you the correct answers. 

The Cuarrman. I don’t want to rush you. You take all of the 
time you want. 

Mr. Hopexr. I understand that. 

The Cuarrman. I don’t wish to rush you at all. 

Mr. Honee. I know that one of the reasons that these banks were 
closed, we had asked them not to put any more of this paper into the 
banks, this bad paper. 

The CHatmman. Identify it for the record. I understand what 
itis. The record must show it. 

Mr. Hopeér. This was commodity paper that was purchased by these 
banks without discount, but on a money-plus basis, and we had told 
them that the paper wasn’t worth the money that they had asked 
for it. There was no way of reciprocity, but they still insisted on 
putting more in, 

They had, I think, eight or nine hundred thousand dollars worth 
of paper ready to go in the next day. We told them that if they 
attempted to put that paper in, the bank would not stand it, and we 
would have to close it. That is what led to the closing. 

The Cuarrman. That was the Bankers Discount Corp. paper, is 
that correct, from Dallas? 

Mr. Hopex. That is right. 

The Cuatrman. So it is fair then to say that it was the prospect of 
an additional large amount of this paper which was the immediate 
cause for your action ; is that correct ¢ 

Mr. Hopexr. That is correct. 

The Cuarrman. I don’t want to put words in your mouth. I am 
just trying to clarify the record. 
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Mr. Hoper. That is the statement that I made, that you are reading 
from now, I think. 


The Cuarrman. I just wanted to make the record clear as to what 


oe 
Mr. Hoper. Thank you very much. ” 

The Cuarrman. So in anticipation of this large additional amount, 
you ordered the bank closed for audit examination; is that correct? 

Mr. Hoper. That is correct. 

The Cuarrman. That did not mean you ordered it closed perma- 
nently, but just for audit examination; is that right ? 

Mr. Hoper. That is right. 

The Cuarrman. When you close a bank for an audit examination, 
how long does it normally remain closed ¢ 

Mr. Hoper. Well, I never closed a bank before, and I wouldn’t 
know. However, I would say the normal procedure would be from 
a month to 6 weeks for examination. 

The Cuamman. Was this the first bank that you closed ? 

Mr. Hopee. Yes, sir, the first and the only. 

The Cuarmman. The only? 

Mr. Honee. Yes, sir; these three banks. 

The Cuamman. It was closed on April 11, as I recall it, and on 
May 28 a new bank was formed; is that correct? 

Mr. Hoper. Probably you are right; yes, sir. 

The Cuarrman. This new bank, what did it do? Describe what 
as ned there. 

Mr. Hoper. As I recall, the board of directors of the old bank, the 
stockholders, did not come up with the proper amount of liquid assets 
to open the bank properly and it was decided by the FDIC, jointly 
with our office, that we organize the bank, have a new bank entirely, 
and that the FDIC would take over the assets of the old bank, and 
that they would pay the depositors immediately at the new bank. So 
there was a new bank organized with new money, entirely new. 

The Cuarrman. That was a new bank? 

Mr. Hoper. Yes, sir. 

The Cuatrman. Between April 11 and May 28, when the new 
bank wae organized, did the depositors have any way of getting their 
money ¢ 

Mr. Honer. No, sir. 

The Crarrman. Did the FDIC know in advance of your action on 
April 11, 1953, of closing the banks ? 

Mr. Hoper. Yes, sir; lam sure they did. 

The Cuarrman. Do you know when you advised them ? 

Mr. Hoper. I do not know. I know Mr. Sorensen can give you all 
of that information. 

The Cuatrrman. Did the FDIC have any reaction to your notifica- 
tion that you were going to close the bank ? 

Mr. Hoper. I wouldn’t know. I know this, that they had served 
notice on one or all of the banks, and that the Federal Reserve had 
served notice on one or all, or whichever ones were member banks, that 
they would withdraw their insurance and withdraw the Federal Re- 
serve charter, that the banks were in trouble with the Federal people 
at the same time they were with us. One of the reasons that we did 
not open the bank earlier was the fact that we were struggling to 
have the depositors get their full amount of return. 


—————EEw 
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The FDIC, after we closed the bank, would step in and pay u 
to $10,000 to every one of the depositors as the insurance said. We 
were confronted, Senator, with several savings and loan associa- 
tions depositing in this bank, one of them having as much as $300,000 
or $400,000 on deposit. And we struggled with the FDIC—we were 
in Washington on several occasions to work out a program that the 
bank assets be purchased on a 100-percent basis so that we could pay 
the depositors 100 percent, and we were successful in doing that. 

The CuamrMan. Do ou think if the FDIC had objected to your clos- 
ing the bank, it would have influenced your decision ¢ 

Mr. Hover. No, sir. The bank was not liquid and it was in bad 
shape. 

The Cuatrman. After the bank was closed, did you, personally, 
work on the negotiations to get the banks opened again ? 

Mr. Honer. Yes, sir. 

The Cuarrman. Who else did you have assisting you in that par- 
ticular negotiation ¢ 

Mr. Hoper. The same gentlemen that were on our side. 

The Cuarrman. Wasthat Mr. Sorensen and Mr. Browning? 

Mr. Hoper. Mr. Browning was there; yes. 

The Cuatrman. Which Mr. Browning is that? 

Mr. Hopner. Roy Browning. 

The Cuarrman. Roy Browning. What capacity did Mr. Browning 
have ? 

Mr. Hoper. Mr. Browning was the attorney for—was the assistant 
attorney general appointed by the attorney general for these banks, for 
the litigation that we were going through on these banks. 

The CHatrman. He was especially assigned to the State auditor’s 
office ? 

Mr. Hoper. That is right. 

The Cuatrman. How many banks were closed? Were all 3 banks 
closed at that time or just i? 

Mr. Hoper. There were 3 closed at 1 time. We opened the 
other 2 

The Cuamman. West Irving and Devon-Northtown Banks? 

Mr. Hopes. Yes, sir. 

The Cuamman. And the Elmwood Park Bank, all closed at the 
same time ? 

Mr. Hover. That is right. 

The Cuarmman. You have already said they are the only ones that 
you closed ; is that right? 

Mr. Hoper. Yes, sir. 

The Cuamman. Did you give special attention to the Elmwood 
Park Bank ? 

Mr. Hover. Not any more than any other bank. I didn’t spend 
any more time there oan I did any we ben bank. 

he Cuamman. You didn’t spend any more time there than you 
did at any other bank ? 

Mr. Hoper. No. I did spend time, Senator, in trying to find reor- 
ganizers. I spent two evenings in Elmwood Park talking to the busi- 
nessmen there, advising them that they could organize a bank and 
how it should be done, and made an effort through the business people 
in that section to organize the bank, and they were part of the stock- 
holders that came up to organize it. 

83551—-56—pt. 2—_5 
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The Cuatrman. Did you spend considerable time here in Chicago 
during that period ¢ 

Mr. Hopee. During that period, I did; yes,sir. 

The Cuamman. Did you have an office here in Chicago? 

Mr. Hover. We have an office—rather, I did. There is an office, a 
branch office of our—of the auditor’s division here that employs about 
200 people in Chicago alone. 

The ‘HAIRMAN. Two hundred? 

Mr. Hopes. About; yes. F 

The Cuamman. You spent most of your time here. Where did you 
stay while you were living here? 

Mr. Honee. I lived at Sesingiield. I live at Granite City. I was 
in Springfield most of the time, and stayed here part of the time. 

The Cuarrman. Did you find it necessary during this period to 
goto Washington ? 

Mr. Hopes. Yes, sir. 

The Cuarrman. How many times did you go to Washington during 
this period ¢ 

Mr. Hoper. About—I think it was 3 or 4 times. 

The Cuarrman. During the7 weeks? 

Mr. Hoper. Yes, sir. 

The Cuarrman. When you went to Washington, what persons in 
Washington did you see? 

Mr. Hoper. Well, the Federal Deposit Insurance Corporation 
members. 

The CuHatrman. Who were they 4 

Mr. Hoper. I am trying to recall their names. Mr. Cook was one; 
Mr. —— 

The Cuarrman. Mr. Earl Cook ? 

Mr. Honer. Earl Cook. Names slip me, Senator. Tf you will tell 
me who was on the Board, whoever they were—— 

The Cuarman. Did you see Mr. Gidney ? 

Mr. Hopex. No; not personally. 

The Cuarrman. Ray Gidney ¢ 

Mr. Hopes. No; but the other member—— 

The Cuarrman. Mr. Harl ? 

Mr. Hopex. Harl. I am sorry, I should remember his name. 

The Cuarrman, Can you recall the circumstances when you saw 
Mr. Harl; about the date ? 

Mr. Hoper. No; I can’t. 

The Cuamman. But it was between April 11 and May 28, 1953; is 
that correct ? 

Mr. Hoper. I suppose it was. I remember that we were there at 
several staff meetings, and they had their whole staff. Whether Mr. 
Harl was there, I don’t recall. I knew him, met him, and met him 
on other occasions. 

The Carman. You had known him before, had you, or did you 
meet him then for the first time? 

Mr. Hoper. I believe I had met him once before. 

The Cuarmman. Once before. Did you see him after May 9? 

Mr. Hoper. Yes; I have seen him many, many times. 

The Cuairman. Where did you see him 

Mr. Hover. In the Washington office. I saw him here in Chicago 

The Cuarrman. Did he come out here during that period ? 
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Mr. Hopes. No; after May 9-——— 

The Cuarrman. You saw him in Chicago? 

Mr. Hoper. Yes. 

The Cuarrman. And you saw him in Washington ? 

Mr. Honege. These are—we are not talking now in relation to the 
bank, Senator ? 

The Cuatrman. I was going to ask you, did you discuss with Mr. 
Maple Harl, the organization of a new bank in Chicago? 

Mr. Hopee. No, sir. 

The Cuarrman, You did not? 

Mr. Honer. I don’t believe I did. 

The Cuarrman. Did you discuss it with Mr. Cook ? 

Mr. Hones, With the whole staff, including Mr. Tefft. I believe 
he was present at one of the meetings. 

The Cuamman,. But Mr, Harl wasn’t there ? 

Mr. Hoper. I do not recall Mr. Harl being there. 

The Cuaiman, Did you visit anyone else in the Government while 
you were in Washington on these visits?) You say you went there 
3 or 4 times ? 

Mr. Hoper. I would see staff members of the FDIC, 

The Cuatrman. Did you see anyone else in the Government ? 

Mr. Hoper. Pertaining to these banks, you mean ¢ 

The CHamMan,. Yes. 

Mr. Honer. I don’t think so; no, 

The CHairman. You didn’t appeal to your representatives in the 
Congress! You didn’t diseussthe matter with any of them { 

Mr. Hoper. I don’t believe I did ; no, sir. 

The Cuatrman. Normally people in my State come to Washington, 
having matters of this kind, they call on the Senators. You didn’t 
do that? 

Mr. Hover. Well, we had the situation im hand, I thought. There 
was no reason 

The Cuammawn. You did not call on any of your Senators? 

Mr. Hover. Not for help. 

The Cuamman. Did you discuss the matter with anyone in the 
White House ? 

Mr. Honer. No, sir. 

The Caamman. You didn’t call on Mr. Leonard Hall? 

Mr. Hover. No, sir. 

The Cxarrman. I meant in connection with the banks, you didn’t 
discuss it with him? 

Mr. Hoven, No; I did not, 

The Crarrman. Did you fly to Washington in connection with any 
other closing in Illinois at that time? Did you have any other 
business in Washington ? 

Mr. Hoper. At that time? 

The Cuamman. Yes. 

Mr. Hopge. I think we had some savings and lean business. 

The Cuarrman. What wasthat? Wereany of them in trouble? 

Mr. Hover. No. We were getting some new legislation. I believe 
we talked to some of the members of the home-loan bank. I have 
been in Washington many times. 

The Cuarrman. You had no problems in that connection ? 

Mr. Hoper. No. 
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The CHarmman. Did the FDIC take any position relative to a 
receivership as a proper way to liquidate these banks? Did they 
~~ you to have a receivership ? 

Mr. Hoper. They wanted a receivership with the insurance of 
$10,000, and I wouldn’t stand for it. I was trying to get the de- 
positors all their money. That was the controversy. 

- The C YHAIRMAN. Well, their liability under the loi is only $10,000; 
isn’t it? 

Mr. Hoper. Under the law, but they could, under their system, and 
did, purchase the assets of this bank, and that was the way we had the 
bank pay a dollar for a dollar. 

The Cuarman. Who did you discuss this particular matter with? 
This is really the heart of one of the most important parts of this 
hearing. 

Mr. Hopexr. We discussed that matter in session with the staff mem- 
bers at Washington. 

The CuairMan. Did you discuss this with Mr. Cook? 

Mr. Honee. Personally; no. I don’t recall 

The Cuamman. You didn’t raise this question about a receivership 
versus an assumption ? 

Mr. Hopex. On a personal basis; no. 

The Cuarrman. Official basis? 

Mr. Hoper. I say, personally, I mean just Mr. Cook and I; no. 

The Cuarrman. He was present? 

Mr. Hoper. He was present at the staff meeting. 

The Cuamman. If [ understand you correctly, you insisted that 
they take the alternative of an assumption of all finbilities; is that 
correct, rather than receivership ? 

Mr. Hoper. That is correct. 

The Cuarmman. That was your position ? 

= Hoper. That was my position. That was the position I held 
out for. 

The Cuarmman. You say you held out for it. Did you refuse to 
close the bank permanently until they made such an agreement? 

Mr. Hoper. No; I did not refuse. 

The Carman. What accounted for this delay of 7 weeks, if it 
wasn’t that? 

Mr. Hope. I insisted that they have some of their men aceompany 
our men to see if we could sell that paper and bring the money 
and put it in as a liquid asset at the bank, and to go over this paper 
thoroughly so they would know what the assets were. 

The Cuarrman. If I understood you properly, you had investigated 
the value of this paper and you thought it worth very little, you 
couldn’t sell it? 

Mr. Hopee. I wanted the FDIC to understand what they could get 
for it. 

The Cuarrman. You thought 50 cents on the dollar? 

Mr. Hopes. That is right. 

The Cuarrman. What you were doing, if I understand you cor- 
rectly, was trying to put the whole burden on the FDIC and protect 
the depositors; is that right ? 

Mr. Hoper. Yes. We were trying to. It had been done before in 
other banks in the States. 

The Cuamman. You had never done it before? 
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Mr. Hoper. No; but it has been done. We were not setting a prece- 
dent. The precedent had been set. I was holding out that the FDIC 
buy this bank whole. 

The Cuamman. Do you think that is a proper function, for you to 
put pressure on them to pay off beyond the $10,000 guarantee of 
insurance ? 

Mr. Hoper. Under the circumstances, there isn’t much pressure that 
a State auditor could put on the FDIC. I gave them the plan, I felt 
that it was a feasible plan and could be worked out. 

The Cuarrman. What would you have done if they hadn’t agreed 
to it? 

Mr. Hopex. Well, there is only one alternative. 

The CuarrMan. What? 

Mr. Hoper. That would be to have them take it on their regular 
terms. 

The Cuarrman. On a receivership ? 

Mr. Hoper. That is right. 

The Cuarrman, You did hold out 7 weeks, didn’t you, in order to 
get that agreement ? 

Mr. Hover. No; I didn’t hold out 7 weeks. 

The Cuamman. I thought I understood you to say—— 

Mr. Hover. It takes some time to examine the banks—— 

The Cuarrman. If you were a depositor, and you had obligations, 
under the principle of the insurance you are entitled to the money the 
next day, aren’t you ? 

Mr. Honer. You are entitled up to $10,000. 

The Cuamman. Up to $10,000. But, if I understand you correctly, 
in order to get more than $10,000 you held out for 7 weeks until they 
came around to your view; is that not what actually happened ? 

Mr. Hoper. Not exactly. 

The Cuarrman. It seems that way to me. 

Mr. Hoper. It does? We were trying in every way, Senator, to sell 
this paper—to get the proper price for it. We had bidders come from 
California, from the , to bid on this paper, to examine it, see if 
we couldn’t get a decent price for this paper, so that we could pay the 
depositors as much as possible, and at the same time working it out 
with the FDIC, 

The Cuatmrman. You mentioned a moment ago there were certain 
savings and loan associations that were big depositors in these banks, 
and therefore that was an item that caused increasing concern ? 

Mr. Hoper. Yes. 

The CuamrmMan. What associations were they ¢ 

Mr. Hoper. I can’t recall their names now. 

The Carman. Did you have any difficulty in finding a person 
or grou of persons willing to open a new bank and assume the old 
banks’ deposits 

Mr. Hoper. Yes, sir. 

The Caamman. You had difficulty? 

Mr. Honor. Yes. 

The Cuarrman. There were no people around, no groups of people 
around or individuals seeking the opportunity to assume that deposit 
liability and open a new bank 

Mr. Hoper. No, not for the full amount of money. 
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The Cuamman. Was there a group from the Oak Park National 
Bank headed by a Mr. Yeager who wished to form a bank at Elmwood 
Park? 

Mr. Honear. I don’t recall, Senator. 

The Cuarmman. There wasn’t a local group in Elmwood Park who 
wished to form it? 

Mr. Hoper. The local group, I think, joined with the people who 
finally organized. 

The Cuarman. We had some testimony that the Oak Park group 
wished to form a national bank. Is that correct? 

Mr. Honer. I don’t know, sir. I had nothing to do with the national 
bank. 

The CHarman. I know, but did you object to the formation of a 
national bank rather than a State bank to take over the deposit liabili- 
ties? 

Mr. Hopcx. No objection on our part. 

The Cuarrman. You made no objection? 

Mr. Hopes. Anyone that could organize the bank, and take over, 
we were perfectly willing to go along. 

The Cuarrman. The reason I ask you that, the testimony in Wash- 
ington of the FDIC officials indicates that you insisted it be a State 
bank, that you wanted a State bank to take this over and succeed the 
old Elmwood Bank. 

Mr. Honer. No time at all that I insisted that it be a State bank. 

The Cuatmrman. Do you know whether anybody else in your office 
desired a State bank or the—— 

Mr. Hopes. I do not know, but I—I see no reason why—we were 
anxious to get the bank open and pay the depositors a hundred cents 
on the dollar. That was our main objective. We didn’t care who or- 
ganized it, whether it was State or National. 

The Cuatrman. Was there an offer by Mr. Markus of the Exchange 
National Bank. Did he make any offer that you know—— 

Mr. Honeg. I don’t recall that he did; no, sir. 

The Cuarrman. Do you remember his first name? 

Mr. Hoper. I don’t know him. 

The Caarmman. What finally decided you to grant the charter to 
the new bank—to the group headed by Mr. Dwight Green? 

Mr. Hopee. It was necessary—the FDIC in conference with our 
office decided it would be necessary for a certain amount of money to 
open the bank, I think it was—I think as I recall it it was $700,000. 
Is that correct? I believe it is. 

The Cuarrman. They finally agreed upon $600,000, but I think Mr. 
Gover recommended $1 million. 

Mr. Hoper. I don’t know. 

The Crarrman. Wasn’t there considerable discussion about that? 

Mr. Hopeer. Yes, there was. We were trying to make it as high as 
possible. 

The Cuarrman. Did you have any part in the discussion of what 
the capital, the original capital, should be? 

Mr. Hover. No more than—I don’t recall that I sat in any of 
those—— 

The Cuarman. Did you discuss with the FDIC what the amount 
of the capital should be? 
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Mr. Hones. I don’t recall that I sat in that conference. I wasn’*t—— 

The Cuarrman. Did you discuss it in or out of a conference or 
under any circumstances ? 

Mr. Hoper. Probably our men did with the FDIC. 

The Cuarrman. Did you? 

Mr. Honer. I don’t recall that I did, no, sir. 

The Cuatrman, Tell us who was in the group that did receive the 
charter. It was headed, I believe, by Mr. Green. Is that correct? 
Was he the most important member ? 

Mr. Honer. Yes, he was. 

The CHamrmMAn. Who else constituted the group that assumed the 
organization of the new bank? 

Mr. Hoper. Well, those names—there was a Mr. Drexler I know. 

The Cuarrman. Mr. Lloyd Drexler? 

Mr. Hopex. That’s right. Being a stranger in this Chicago area I 
just can’t recall all the names. 

The Cuarrman, You know Mr. Green, did you? 

Mr. Honeg. I did know him, yes, sir. 

The Carman. You knew him when he was Governor? 

Mr. Honor. Yes, sir. 

The Cuatmrman. Do you know Mr. Drexler now, or did you? 

Mr. Hoper. I met him. I didn’t know him before. 

The Cuarrman. Did you know Mr. Arthur Wirtz? 

Mr. Hopesx. Yes, sir. 

The Cuarrman. Did you know him prior to this time? 

Mr. Honeg. No. I probably had met him but I didn’t know him. 

The Crarmman. Did Mr. Green discuss with you the question of 
capitalization of the new bank? 

r. Honor. If I recall, the organizers were short in the liquid 
amount of money that they were to come up with. 

The Cuarrman. Short of what? 

Mr. Hoper. Short of capital. And that was—I don’t remember how 
much it was, but—— 

The Cuarrman. Do you know how you arrived at the original eapi- 
tal of $600,000 ? 

Mr. Hopes. No, I didn’t arrive at it. I think our men, with the 
FDIC, settled that. 

The Cuairman. The FDIC testified that Mr. Gover particularly, 
who as you know was the local representative, one of them, recom- 
mended as a matter of fact $1 million original capital. What I’m 
interested in knowing is how it finally ended up at $600,000. I 
wondered if you could throw any light on that. 

Mr. Hoper. Well, it was hard to find the $600,000. 

The Cuatrman. Did you take any part in that discussion of the 
amount of capital ? 

Mr. Hopes. Well, I may have been present, but I don’t think that 
I was—— 

The Cuarrman. Did you ever write or telegraph the FDIC on 
the subject of capital for this new bank ? 

Mr. Hoper. Not personally, but there may have been some cor- 
respondence from our office. 
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The Cuarrman. If I may refresh your memory, the committee 
was given this copy of a telegram, as follows: 


Curcaeo, ILL., May 14, 1953. 
Hon. H. Eart Coox, 


Chairman of Federal Deposit Insurance Corporation, 
Washington, D. C.: 
On the basis of our conversation this afternoon and on your assurance that 
insurance of deposits would be granted, I have today issued permit authorizing 
organization of Bank of Elmwood Park, Elmwood Park, IIL, the total capitali- 


zation of $600,000, and Republic Bank of Chicago, Ill, with total capitalization 
of $500,000. 


OrviIL_e E. Hopce, 
Auditor, Public Accounts, 
State of Illinois. 

Do you remember that telegram ? 

Mr. Hopes. No, I don’t think that I sent it personally. That’s part 
of the position—rather, part of the man in charge’s duties. 

The Cuarrman. Who do you think sent that? 

Mr. Hopez. I would say that probably either Mr. Mueller—— 

The Cuamman. Mr. who? 

‘ Mr. Hopner. Mr. Mueller, or one of the other men, I wouldn’t 
now. 

The CHarrman. That did represent, however—or did it rep- 
resent—your views? 

Mr. Honeg. Yes, sir. 

The Cuamman. You don’t—— 

Mr. Hopee. It doesn’t—it isn’t as you read it. It’s just a statement 
of fact. It doesn’t insist that something be done. It—— 

The Carman. Do you think this statement that “on the basis 
of our conversation this afternoon” is not true, that you had no 
conversation with Mr. Cook? 

Mr. Hoper. I wouldn’t know whether I did or not, but it certainly 
doesn’t tend teo— 

The Cuatmman. Don’t you think Mr. Cook would have been a little 
puzzled if he had received that having never had a conversation with 


ou 

. Mr. Hoper. What I’m trying to say, Senator, is that it’s a matter 
of course, it’s a matter of fact, and there wasn’t any browbeating or 
any—it was just one of those things that probably a call went through 
saying that we now can organize these two banks and I would confirm 
it by telegram. That—— 

The Cuamman, Mr. Hodge, whether or not this is important and 
significant is really a matter for the committee to judge. It happens 
to be a very important point, the point that I’m seeking to develop. 
It’s very important as to the relationship between the FDIC and an 
State supervisory authority. All I wish is just the actual fact. We 
will draw the conclusion from it as to whether or not it is significant. 

I don’t wish to try to mislead you in any way. You have the record 
before you, the copy of the hearings of the committee in Washington 
about these bank matters, and I hope you will refresh your memory on 
it. I realize some of these things are detailed and are hard to remem- 
ber, but I was hoping to jog your memory, simly to develop what 
actually happened in this question of determining how much capital 
this new bank should start with. 
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Certainly Mr. Gover’s testimony is that he recommended $1 million. 
And the testimony would indicate that you were holding out for 
much less than that, just a little over half that amount. That is the 
fact; isn’t it? That’s all I want to know. That is the fact that you 
did insist on a smaller capital than Mr. Gover recommended. 

Mr. Hoper. Well, I did insist on a smaller capital because they 
could not raise more than $600,000. 

The Cuamman. That’s really what I want to know—that you as 
auditor insisted upon it. You take responsibility. Whether or not 
you sent that wire, you agree that that was representative of your 
views; wasn’t it? 

Mr. Honep. Probably. 

The Cuarrman. I’m not so interested whether you personally signed 
it, but as auditor this represents the auditor’s position at the time. 
Is that right? 

Mr. Hones. Yes; but I don’t understand, Senator; why is this so 
important ? 

The Cuarrman. It’s very important. 

Mr. Hoper. For what reason ? 

The CuarrMan. It’s very important. Whether or not a State offi- 
cial can impose its will on the FDIC. If they think in order to have 
a sound business, a sound bank established it should be $1 million, 
I think it’s extremely significant that you or any other auditor or 
commissioner of any State can change that decision and cause them 
to charter, to insure a bank with inadequate capital. That’s extremely 
important. You see, the FDIC and I as a Senator are interested in 
the solvency of the banks, whether or not they are created properly, 
and whether or not it exposes the FDIC, which is in the final analysis 
the public money, to undue risk. That’s why it’s very important. 
You used all of your power to cause the FDIC to depart from sound 
principles. It is a very significant thing. Don’t you think it is? 

Mr. Honeg. I don’t think that—— 

The Cuarrman. Were you willing to charter this bank and have it 
without FDIC insurance 

Mr. Hoper. No, sir. 

The Cuatrman. Why not? 

Mr. Hoper. Because that had been my ruling—that there would 
not be any banks chartered in the State of Illinois without FDIC. 

The Cuatrman. Without FDIC insurance? 

Mr. Hover. That’s right. 

The Cuarrman. Yet you're perfectly willing to overrule as far as 
you can the best judgment of FDIC as to how much capital should 
be in this bank. eren’t you? 

Mr. Hoper. The point is, Senator, that the judgment of whether or 
not $600,000 was enough capital or not was up to their discretion. I 
said it was. 

The Cuatrman. You were looking after what you considered to be 
the interests of your constituents, the citizens of Elmwood Park. Is 
that right? 

Mr. Hover. And the depositors of that bank. 

The Cuarrman. You were relying on FDIC to look after its inter- 
ests? Is that right? , 

Mr. Honer. I was t 


g to get dollar for dollar for the depositors 
of that bank, which wedid. And the bank isa going concern. 
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The Cuamman. In addition to that, you were using all your power 
to persuade the FDIC to charter a new bank with capital—and insure 
it with capital less than their original recommendation required. Is 
that not correct ? 

Mr. Hopex. Well, you flatter me, Senator, if you think I had that 
persuasive power. I don’t—— 

The Cuatrman. The records seem to indicate you did. My respon- 
sibility is to see the FDIC performs its duties properly, and you can 
see it raises a question. If they can be pushed around by every auditor 
of a State it’s a very serious matter. i think you’d agree to that. It 
wasn’t your responsibility perhaps to look out for FDIC, but it is my 
responsibility, and the committee’s, to see that the FDIC performs its 
duties properly. 

Mr. Hopexr. Well, it certainly performed its duty properly there. 
The bank is a going concern, so that’s proof of the pudding. 

The Cuarmman. Of course, the end of that story may not yet be in 
sight. We don’t know. As far as I know you're correct. I made a 
statement in the beginning that we’re not talking about the new bank, 
and I don’t wish to say anything that would raise any question about 
it. I hope you won’t make an issue of that particular point, because 
it is not at issue as far as I’m concerned. ‘The issue is that at that 
time when they were negotiating for the settlement of the affairs of 
the old bank you used and were able to use greater persuasion perhaps 
than you should have. At least the point that FDIC gave in to your 
persuasion more easily than they should. 

Do you know whether the FDIC told you, some representative of 
FDIC, that this capitalization of $600,000 was approximately one-half 
of the usual requirement for a new bank? 

Mr. Honer. I don’t recall anyone saying that. 

The Cuarrman. Whose primary obligation do you consider it to be 
to establish capitalization of a new bank? 

Mr. Hoper. The auditor’s office plus the FDIC as far as their office 
is concerned. 

The Cuarrman. Did Mr. Green have what one of the witnesses be- 
fore this committee has described as an “inside track” in the organiza- 
tion of this bank? 

Mr. Hopor. He did not. 

The CHArrmMan. You have said that the Green group had difficulty 
in raising the required capital. Is that correct? 

Mr. Honer. Yes, sir. 

The Cuarrman. Even the $600,000? 

Mr. Hopeg, Yes, sir, 

The Cuairman. Who told you that they were having difficulty? 

Mr. Hoper. We asked them on a certain day if they wouldn’t bring 
their capital to the office so that we could complete the organization, 
and they were short. They said that they were having difficulty rals- 
ing the money. 

The Cuairnman. Who told you that? 

Mr. Hopnee. I believe it was either Mr. Green or one of the men 
associated with him. I don’t recall. 

The CHarrman. Did Mr. Browning mention it to you? 

Mr. Hover. He may have. 

The Cuairman. Were you a participant in the Green group? 

Mr. Hoper. Not at that time; no. 
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The CHArrmMAN. You did purchase some of the original shares of 
the new bank? 

Mr. Hopce. When they needed some further capital I did, 

The CuarrMAN. Describe that. How much did you purchase? 

Mr. Hopeg. I don’t—I don’t recall the exact amount. 

The CuarrMan. Did you purchase 3,500 shares at $20 a share, in- 
volving $70,000? 

Mr. Hopge. Not at—I may have; yes. I don’t recall. 

The CuarkMAn. Are you getting tired? Would you like us te 
recess or would you care to go on for a few minutes? I don’t want to 
carry you longer than you feel able. How are you feeling about it? 

Mr. Hoper. Well, I don’t think I'll feel any worse. 

The Cuarrman. I didn’t hear you. 

Mr. Hones. I don’t think I'll feel any worse. 

The Cuarrman. I mean, if you wish I'll recess till after lunch, or 
we'll continue for 15 or 20 minutes, whichever you'd like. 

Mr. Hoper. Well, if we’re going to be finished in 20 minutes, let’s 

0 on. 
" The Cuarrman. No; I won’t be finished with all of it, but we can 
take a recess. I have some more questions, but I was merely offering 
a recess at the moment if you would care to, or I can go to 1:30 and 
then we'll recess. Is that all right ? 

With regard to your original investment in this bank, did you do 
that directly, personally, or through someone / 

Mr. Hoper. It was done through Mr. Browning, I believe. 

The Cuarrman. Browning? When did you first decide to purchase 
stock in this bank ¢ 


Mr. Hover. When they needed more capital, more money to make 
up their capital ? 
The Cuatmman. This original purchase of stock, did you take it 
in your own name ? 
Mr. Hoper. I did not. 
The Cuarrman. In whose name did you take it? 
t 


Mr. Hoper. It was taken in—I can 
name. I 

The Cuarrman. Why didn’t you take it in your own name? 

Mr. Hopexr. I didn’t want to have it in my name. 

The Cuarman. Why not? 

Mr. Hoper. I didn’t think that I should. 

The Cuarrman. Why not? 

Mr. Hopex. Well, I was a State auditor, and I didn’t think that I 
should have any of that stock in my name, although there’s nothing— 
no law against it. I wanted it in a principal’s name. 

The Cuamman. I’m not clear about this. You mean not in your 
name or not own it at all? Did you feel you shouldn’t have an interest 
in the bank at all in anybody’s name or merely that it shouldn’t be 
in your name? I don’t see the reason for the distinction. 

{r. Hoper. Well, I merely didn’t want it in my name. 

The Cuarrman. Can you give me any reason why you shouldn’t? 

Mr. Hoper. No; not any particular reason. I have nominees in 
other stocks and there isn’t any reason. 

The Cuamman. There’s surely an explanation. The normal-thing 
for people who own stock in any corporation is that it appears in 
their name, isn’t it? Isn’t that normal ? 


recall the man. You have the 
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Mr. Hoper. Well, no; it isn’t normal. : 

The Cuarrman. Would you consider it normal practice to hold 
stock in somebody else’s name ¢ 

Mr. Hover. Some stocks are held in other names. 

The Cuatrman. I didn’t say that it isn’t done, but isn’t it unusual 
to hold stock in the name of a dummy? 

Mr. Hoper. Well, I don’t think it’s unusual. It’s done. 

The Cuarrman. I believe that original stock you held in the name 
of a Mr. Fleming, who worked in Mr. Browning’s office. Is that 
correct ? 

Mr. Hoper. That’s right. 

The Cuamman. What’s his full name? Mr. Paul Fleming? Is 
that correct ? 

Mr. Hopce. That’s the name. 

The Cuamman. Mr. Browning at that time was representing you in 
negotiations for the organization of this bank? 

Mr. Hoper. Yes, sir. 

The Cuamman. Did Mr. Browning participate actively in the nego- 
tiations concerning the liquidation and organization of the new bank? 

Mr. Hopce. He was the attorney for it. 

The Cuarrman. Did Mr. Green know you were buying this stock? 

Mr. Hoper. I don’t recall whether he knew or not. 

The Cuarrman. How could he avoid knowing it if you bought it in 
response to his plea that they couldn’t raise the capital? I thought I 
understood you prior to say that they came to you and said they were 
having difficulty. 

Mr. Hopee. Well, it was bought in another name. Whether he knew 
about it or not I don’t know. 

The Cuarrman. After you bought the original 3,500 shares did you 
subsequently acquire additional shares? 

Mr. Hopeg. I did. 

The CuHarrman. How many ? 

Mr. Hopes. I don’t recall the correct amount. 

The CuHarrman. Was it about 7,000? 

Mr. Hoper. Could be; yes. 

The Cuatrman. Do you remember when you acquired those addi- 
tional shares ? 

Mr. Hopee. No; I don’t have the date at hand. You probably have 
it. 

The Cuamman. Was it June 1955? 

Mr. Honez. Probably right. 

The Carman. Do you recall what you paid for the 7,000 addi- 
tional shares? 

Mr. Hoper. No; I do not. 

The CHatrman. Was it about $250,000? 

Mr. Honor. I wouldn’t know. 

The Cuamrman. Well, $25, wasn’t it? The original purchase was 
$20. That was at par, wasn’t it? And then the additional shares, do 
you recall whether—— 

Mr. Honer. I gave that testimony to this gentleman. 

The Cuatrman. I know we have it. I can get it. I wanted to make 
this record that I think you paid approximately just slightly less than 
$250,000 for 7,000 additional shares. Tell me, Mr. Hodge, where did 
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you get the money to purchase the original 3,500 shares and the addi- 
tional 7,000 shares? 

Mr. Hoper. Well, the original purchase came out of my own com- 
pany, and, in fact, I suppose it all went through my company. I don’t 
remember if 

The Cuatrman. What was your own company ? 

Mr. Honae. The Hodge aoe 

The Cuamrman. Did you borrow any money from the Southmoor 
Bank to pay for that stock ? 

Mr. Honee. The original stock ? 

The CHarrman, Yes. 

Mr. Honer. I don’t think I borrowed. I think the nominee might 
have borrowed. 

The Cuarrman. Wasn’t the stock of the Elmwood Bank put up as 
security for the loan from Southmoor Bank? 

Mr. Hoper, The original, yes. 

The CHarrman. That’s right. That was the original amount. 
That was in the amount of $70,000, I believe. And you borrowed 
about $20,000 from the Southmoor Bank on the security of the shares. 
Ts that not correct? 

Mr. Hoper. That’s right. 

The CuarrmMan. Do you know where the other $50,000 came from? 

Mr. Hoper. Out of my agency. 

The Cuarrman. Out of your agency? At that time with regard 
to the closing of the Elmwood Bank did you or your office make any 
analysis of the value of the physical assets of the old bank? It had 
particular reference to the leasehold and the building and the equip- 
ment and that sort of thing. Do you remember that? 

Mr. Hope. I’m sure they did. 

The Cuatrman. Do you remember what it was? 

Mr. Hoper. No; I do not. 

The CuarrMan. You don’t remember any valuation being put on it ? 

Mr. Hover. No; I do not. I wasn’t particularly interested in the 
bank. I’ve never—in fact, I’ve never been out to the bank. 

The Carman. Weren’t you interested in protecting the rights of 
the stockholders in the bank ? 

Mr. Hoper. The original stockholders ¢ 

The Carman, Yes. 

Mr. Hoper. Of course. 

The Cuamman. That’s what this amounted to. Don’t you recall 
that Mr. Tefft, the head of the Liquidation Division I believe of the 
FDIC, told you that he thought the old stockholders should get about 
$250,000 for this? ’ 

Mr. Hopee. I don’t recall that conversation. 

The Cuamman. You don’t recall that? 

Mr. Hopes. He may have had it with someone else. 

The Cuarrman. How did you get the stockholders of the old bank 
to agree to this assumption arrangement? They could have insisted 
upon a receivership, couldn’t they? 

Mr. Hover. They probably could I guess. I don’t recall 

The CHatrman. Did you ever seriously consider creating receiver- 
ship of this bank? 

Mr. Hoper. Yes, all three of them. 
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The Cuatrman. Did you ever have a receivership order drafted ? 

Mr. Hopee. On all three of them; yes, sir. 

The Cuatrman. Did that receivership have any effect upon the 
old stockholders? Did you discuss it with them ? 

Mr. Hopee. I wouldn’t know. 
zo CHAIRMAN. Did you talk about receivership to the old stock- 

1010eTS ¢ 

Mr. Hoper. Of course we did, to all of them. 

The Cratrman. Did you ever believe that the stockholders would 
get anything as a result of the assumption by the new bank? 

Mr. Hoper. I never went into detail with the stockholders on that 
matter. 

The Cuarrman. Do you know whether or not the stockholders, the 
old stockholders, have received anything ? 

Mr. Hopes. No, I do not. 

The Cuarrman. Tell me, Mr. Hodge. You testified that you bought 
the original 3,500 shares in order to assist the bank in obtaining 
enough capital to start with $600,000. Is that right? 

Mr. Hoper. Yes, sir. 

The Cuarrman. Why did you buy the second lot of 7,000 shares? 
That didn’t add to the capital of the bank, did it ? 

Mr. Hopce. There was a splitup among the stockholders as to— 
as I understood it, as to what they were—— 

The Cuarrman. Ididn’thear. What's that? 

Mr. Hoper. The stockholders had some difficulty in their principal 
arrangement, what their policy was to be. 

The Cuarrman, What was your motive in buying the 7,000 shares ? 

Mr. Honer. As an investment. 

The CuHarrman. Asa good investment ? 

Mr. Hopeer. I thought so; yes. 

The Cuarrman, Not to add capital to the bank ? 

Mr. Hoper. No. 

The Cuarrman. It was a different reason from the original reason ? 

Mr. Honer. That's right. 

The Cuarrman. One curious angle about it—that you wanted it to 
be in the name of a nominee. As an important and influential official 
of the State government, don’t you think that your name would add 
prestige and strength to the bank if you had made it known you were 
a stockholder ? 

Mr. Hoper. It didn’t oceur to me that it would. 

The Cuamman. It seems to me as if it’s commonsense that people 
would think, “Here’s a bank that is so good that it warrants the 
investment of the State auditor.” Isn’t'that a reasonable attitude to 
take ? 

Mr. Hoper. Well, that may be your conclusion, but I wouldn’t 
think so. 

The Cuarmman. You can’t give us any reason at all for wanting it 
to be in the name of a nominee, in the name of —— 

Mr. Hopneer. No direct reason ; no. 

The Cuairman. That concludes that particular line. It’s almost 
1:30. The committee will stand in recess until 3 o’clock. 

(Whereupon, at 1:26 p. m., the committee recessed, to reconvene at 
3 p. m., this date.) 
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AFTERNOON SESSION 


The Cuatrman. Will the committee come to order, please. 

Will you all complete your photographing, please, and we will 
resume our hearing. 

Mr. Hodge, just before we recessed we were discussing the purchase 
and sale of the Elmwood Bank stock. I behieve you testified that you 
made the second transaction as a good mvestment. Do you know 
whether Mr. Green knew that Mr. Browning was acting on your be- 
half when he offered to help organize the bank ? 

Mr. Hopeg. I don’t believe he did. 

The Cratrwan. He did not? 

Mr. Hoper. I do not think he did. 

The CHarrMan. Did you authorize Mr. Browning to say to Mr. 
Green, “If you have any trouble maybe we ean help you out” ¢ 

Mr. Hoper. Probably I did. 

The Cu#arrman. You probably did. 

Mr. Hopee. I probably did; yes. 

The Cuamman. Did I ask you before lunch where you got the 
money to pay for the original purchase ef 3,500 shares of stock? 

Mr. Hover. Yes, you did. 

The Cuatrman. Mr. Wallace would like to try to clarify that a 
little more, please. 

Mr. Wallace. 

Mr. Watnace. Mr. Hodge, $20,000 of the $70,000 came from a loan 
from the Southmoor Bank; is that correct? 

Mr. Hopes. I said that—— 

Mr. Wattace. In the name of Paul Fleming? 

Mr. Hoper. I said that before hanch. 

Mr. Watxace. Yes, that is right, and the other $50,000 I believe you 
testified came from the Hodge Agency ?¢ 

Mr. Honor. I think that is where it came from, yes. 

Mr. Wattace. Do you know a Mr. Colnon, Stuart Colnon ? 

Mr. Hoper. Yes, I have—— 

Mr. Wattace. Did he not loan you $50,000 or loan $50,000 to J. 
Roy Browning for the purchase of the other $50,000 in stock? 

Mr. Hover. Well, I couldn’t tell you exactly how that matter came 
about except that I finally was the purchaser of the stock. I don’t 
know what the preliminary was. 

Mr. Warzace. Did you then at a later date pay $50,000 to Mr. Col- 
non to repay the money which he had loaned to Mr. Browning for the 
purchase of the stock ? 

Mr. Hoper. I don’t know whether I did that. I don’t recall that 
part of the transaction. 

The Caarrman. Mr. Hodge, did Mr. Hintz know that the $20,000 
borrowed from the Southmoor Bank was being borrowed on your 
behalf for you? 

Mr. Hoper. No; I don’t think he did. 

The Carman, Mr. Hintz did not know that ? 

Mr. Hopex. I don’t believe he did; no. There was a collateralized 
loan with Mr. Fleming’s stock, or the stock was in his name. 

The Carrman. Mr. Green issued the stock; Mr. Green was’ the 
principal. What was his official connection with the bank? Was he 
an officer? 
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Mr. Hoper. I think he was one of the officers. 

The Cuarrman. Chairman of the board? 

Mr. Hoper. I don’t know whether he was at that time or not. 

The Cuarrman. The stock was actually issued, then, to Mr. Brown- 
ing in his name; is that right? 

Mr. Hoper. Was it Fleming or Browning? 

The Cuarrman. Fleming, Paul Fleming. 

Mr. Hoper. Yes; I thought it was. 

The Cuarrman. Did you ever use your influence in any way to assist 
the Elmwood Bank? 

Mr. Hopee. To assist the Elmwood Bank? 

The Cuatrman. To assist, to aid in any way, to assist—— 

Mr. Hopes. No; I did not. I did not; 1 have never been in the bank; 
I have never attended any of their meetings; I never discussed the bank 
at any time with any of their officers that I know of. 

The Cuarrman. Are you sure that you never asked the State treas- 
urer, Mr. Hoffman, to increase the State deposits in the bank? 

Mr. Hoper. No; I am sure I did not. 

The Cuatrman. Did anyone in your office ever do that? 

Mr. Hoper. I don’t think so. 

The Cuarrman. Did anyone with your knowledge ever do that, in 
or out of the office? 

Mr. Hoper. I wouldn’t know that; no, sir. 

The Cuarmman. Did you ever request anyone in your office or any 
public official to increase the State deposits in the Elmwood Bank? 

Mr. Hoper. No, sir; I don’t believe I did. 

The Cuarrman. Are you aware of the fact that they were very 
greatly increased after you became auditor? Do you know that? 

Mr. Hoper. After I became auditor? 

The Cuarrman. Yes, 

Mr. Hoper. Well, the treasurer became treasurer at the same time, 
and I wouldn’t know. 

The Cuamman. The increasing of the deposits substantially would 
increase the value of the stock; it would increase the value of the bank 
and the stock ; wouldn’t it? 

Mr. Hoper. Oh, I don’t think that would have too much of a bearing. 

The Cuarrman. Don’t you think a substantial increase in the de- 
posits by the depositing of public funds would increase the earning 
capacity of the bank? 

Mr. Hoper. They would have to collateralize those stocks-——— 

The Cuarrman. That goes to the security. I am talking about the 
earnings of the bank. That doesn’t decrease the earnings of the bank, 
by collateralizing the deposits; does it? 

Mr. Hoper. Well, it would mean that they would have to buy cer- 
tain governments to place in the treasury. Now, how much of an in- 
crease that would mean—I don’t think it would be worth it. 

The Cuarmman. Mr. Hodge, is it customary for banks in Illinois to 
normally own Federal Government securities in their portfolios? 

Mr. Hopee. Some of them do; yes. 

The Cuarrman. Some of them? 

Mr. Hopers. Most of them do. 

The CuatrmMan. Don’t all of them? 

Mr. Hoper. I suppose they do; yes. 
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The Cuamman. Did you ever hear of a State or Federal bank that 
didn’t have substantial amounts of Federal securities in their port- 
folio as a normal thing? Did you? 

Mr. Hopee. I don’t know that they had substantial amounts. They 
most generally do have some; yes. aid 

The Cuarmman. They most generally do. How does it prejudice 
the bank to allocate those bonds—it is usually 110 percent of the 
amount of the deposit—for the amount of the deposit? 

Mr. Hoper. I didn’t say that it prejudiced the bank. 

The Cuamman. It doesn’t at all. 

Mr. Hopnee. No, and I didn’t say that, either; did I? 

The Cuarrman. Then I misunderstood you; I am sorry. 

Mr. Hoper. No; I didn’t use the word “prejudice” at all. 

The CuarrMan. I used the word as “burden.” You will have to 
excuse me; sometimes I am not precise in the use of language, and you 
are perfectly proper to correct me. If prejudice is a bad word—what I 
thought you said is that these deposits are not worth much because 
they have to collateralize them with Government bonds, which I 
thought you meant to say, therefore the deposits of public funds are 
not of much value to a bank, 

Mr. Hopes. No; I didn’t mean it that way at all. 

The Cuarmman. Well, then, let’s start over. What did you say? 
What is the effect of public deposits; of public funds in the bank? Is 
it good or bad for the bank ? 

Mr. Hoper. Well, it is good. 

The CuatrMan. It is good? 

Mr. Hoper. Certainly it is good. 


The Carman. By good, you mean that it enhances the earning 
power of the bank; is that right ? 

Mr. Hoper, Yes; but not to a great degree. 

The Cuatrman. If it enhances the earning power of the bank, 
what effect does that have upon the value of the stock ? 

Mr. Hoper. Well, if the bank is run properly in other departments, 


that has a lot to do with it, Senator, as you know. 

The Cuarmman. I have heard it did; but now, if 
Mr. Honer. I don’t think you have heard it; I think you know that 
it is. 

The Carman. I am not a banker, but I agree with you, I think 
it does. All I am trying to do is make the record; and if that bank’s 
deposits were substantially increased, as the record will show in a 
momen they were, it would increase the value of the stock; wouldn’t 
it ¢ 

Mr. Honor. If they conducted the bank properly; yes. 

The CaamMan, at I was trying to get at is: If you had bought 
a very substantial amount of stock I wanted to know whether or not 
you did anything to increase the deposits of public funds in this bank? 

Mr. Hone. I did not at all. 

The CuatrMan, Directly or indirectly ? 

Mr. Hopes. No, sir; I swear that I did not. 

The Cuarrman. That is all I want. 

Mr. Hoper. I told you that before, Senator. 

The Cuamman. I misunderstood you, I think. I regret it. You 
considered the stock in the initial purchase, the 3,500, to be a sound 
investment at $20 a share; is that right? 

83551—56—pt. 2——6 
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Mr. Hoper. Well, it was an investment. I wouldn’t say it was 
sound at the time. 

The Cuamrman. You thought so. You didn’t buy it as a philan- 
thropic enterprise; did you? 

Mr. Honee. No. 

The Cuarrman. I believe I asked you if you put the first purchase 
in the name of Mr. Paul Fleming. Is that right? 

Mr. Hoper. That is right. 

The Cuarrman. The second purchase of the 7,000 shares; in whose 
name was that put? 

Mr. Hover. Warren Smith. 

The CHamman. Who is Mr. Warren Smith? 

Mr. Honer. He is an insurance man here in the city of Chicago, a 
friend of mine of long standing. 

The Cxuamman. A personal friend? 

Mr. Hoper. He is. 

The Cuamman. A public official ? 

Mr. Hoper. No. 

The Cuatrman. No connection with the administration ? 

Mr. Hoper. None; none whatever. 

The CuamrMan. Why did you put in his name instead of your own 
name? 

Mr. Hoper. Well, we went into that before lunch, Senator. I said 
that I did not-—— 

The Cuairman. I didn’t consider the answer very satisfactory. 
I thought maybe after considering it over the lunch hour you might 
give us an answer. You say 

Mr. Hopes. Well, the answer I gave is the same. I put it in his 
name and that was it. 

The Cuamman. You had no ulterior motive in that? 

Mr. Hoper. No. 

The Cuatrman. Did it occur to you that perhaps the people of 
Illinois who had elected you to office wouldn’t approve of your owning 
shares in that bank? 

Mr. Hoper. Well, I don’t know why they would disapprove. The 
bank stock is on the open market and can be bought at any time. 
There isn’t any 

The Cuatrman. Now, Mr. Hodge, do you really think that you, 
having the power of life and death in a sense over banks—you super- 
vise them, and whenever they are in trouble you have a choice of 
courses to follow, and your policies affect them—do you really think 
it is proper for an auditor of the State who supervises banks to own 
stock in the bank and conceal that from the public? 

Mr. Hover. Oh, I don’t think that is too improper; no. 

The Cuatrman. Too improper? 

Mr. Hover. No; I mean by that that 

The CHarrman. Is it improper at all? 

Mr. Hopner. Sir? 

‘The Crarrman. Is it improper at all? 

Mr. Hopner. Well, that is a question that can be answered two ways. 
[ put it in his name, and that is the answer. 

The CratrMan. I am not asking you a different question. I agree 
you put it in his name. But do you think it is proper for a man with 
jurisdiction over a bank to own stock in it and conceal that from the 
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public? It seems to me there is quite a difference in that, between that 
and making it public. If you wish to buy in a bank and everybody 
knew it, if there is not the slightest sign of deception—even then, I am 
not sure that that is proper. The Federal law, as you know, has some 
restrictions against examiners, either for the national banks, or for the 
FDIC, of having certain connections with a bank. I just wonder if 
you really think it is quite al? right for you to do that and to conceal 
it? 

Mr. Hover. Well, I never thought of it that way. 

The Cuairman. You never thought of it at all? 

Mr. Hover. No. Mr. Smith was there representing me and I never 
thought much about it. 

The Cuarrman. Do you know whether or not it is customary in 
Illinois for the bank auditor, the auditor who supervises banks, to 
own stock in the banks under his jurisdiction ? 

Mr. Hover. Well, I suppose most auditors had some stock, I had 
stock in banks before I became auditor. I retained 

The CuarrmMan. Do you know whether or not they held it in the 
names of other people, or did they hold it in their own names so it was 
public knowledge ? 

Mr. Hoper. I wouldn’t know that. 

The CuatrrMan. You don’t know? 

Mr. Honer. No, sir. 

The Cuarrman. You had no precedent to guide you as to whether 
this was a proper procedure or not; is that correct ? 

Mr. Hopes. I know of no precedent. 

The Cuarrman. What other bank stock did you own, other than 
the Elmwood Park Bank? 

Mr. Honer. I owned stock in the bank at home, Granite City. 

The Cuarrman. Granite City? 

Mr. Hoper. Yes, sir. 

The Cuamman,. Did you hold that stock in the name of a nominee? 

Mr. Honer. No, I held it in my own name. 

The Caatrman. In your own name? Why didn’t you put it in a 
nominee ? 

Mr. Hoper. It was in my name and my wife’s name for 25 years. 

The Cuatrman. Your name and your wife’s name? 

Mr. Hover. Both names. 

The CHamrman. Both names? Why did you distinguish between 
the Granite City Bank and the Elmwood Park Bank? 

Mr. Hopes. I couldn’t say. 

The Cuatrman. Did you ever do anything special to assist the 
Granite City Bank? 

Mr. Hoper. No, sir. 

The CHamman. How large an investment did you have in the 
Granite City Bank? 

Mr. Hover. Well, I imagine around $15,000, my wife and I. 

The Caarrman. $15,000? 

Mr. Hoper. Something of that—— 

The Cuarrman. That was a very small percent of that stock of that 
bank, is that right? 

Mr. Honer. Yes. 

The Cuarmman. In this case you finally had, I believe, nearly 11,000 
shares. ‘I‘hat was out of 30,000, wasn’t it, about a third ? 
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Mr. Hoper. Yes. 

The Cuamman. What kind of bank was the Granite City Bank? 
Is it a State bank ? 

Mr. Hopee. Yes. 

The Cuamman. It was under your jurisdiction ? 

Mr. Honee. Yes. 

The Cuarrman. Is it a well run bank? 

Mr. Hoper. It is. 

The CuarMan. From whom did you purchase the additional shares 
in the Elmwood Park Bank, that is, the second purchase in June of 
7,000 shares ¢ 

"Mr. Honar. From a group of stockholders who— 

The Cuarrman. Whom did you purchase it from ? 

Mr. Hopee. I said from a group of stockholders—— 

The Cuarrman. Oh, a group. Who were they, do you remember 
the names? 

Mr. Hoper. Well, I don’t. I remember—I couldn’t recall offhand. 
IT gave that 

"The Cuarman. Does Mr. Drexler mean anything to you? 

Mr. Hopcx. He was one of them, yes, 

The Cuamman. What Mr. Drexler? Lloyd Drexler? 

Mr. Honer. That is right. 

The Cuarrman. Mr. Weinberg? 

Mr. Hopee. I think he was in that group, yes. 

The CuarrmMan. How much did you pay for those shares? 

Mr. Honer. I don’t recall, sir. 

The CuatrMan. Were there any other shares in any other corpora- 
tions which you held in the name of nominees? 

Mr. Hoper. Well, yes, I have held from time to time marketable 
shares in nominees’ names, street names. 

The Cuarrman. So that what you did with regard to the Elmwood 
Park Bank was not unusual for you, is that right ? 

Mr. Hopes. For several years I bought stocks in street names. 

The Cuarrman. I am not familiar with that term. What do you 
mean, stocks in street names ? 

Mr. Hoper. The purchase of stocks in a negotiable name. Of course, 
it is charged to your account, but it is n names—— 

Re CHAIRMAN. You mean you leave it with the broker, is that 
about it? 

Mr. Hoper. You can or you can put it in a guaranty’s name, that the 
broker guarantees. 

ea: CuatrrMan. Was Mr. Browning one of your nominees for 
Stock ¢ 

Mr. Honer. No. 

The CuatrMan. He never was? 

Mr. Honer. No. 

os CuarrMAN. Why did you decide to sell your Elmwood Bank 
stock ¢ 

Mr. Hoper. I wanted to clean up some of the obligations I had. 

The Cuamrman. When you decided to sell it, whom did you ap- 
proach about it ? 

Mr. Honer. Mr. Wirtz who owned the largest shares, I believe. 

The Cuarmman. Mr. Arthur Wirtz? 

Mr. Honer. Yes, sir. 
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The Cuarrman. Why did you go to him? 

Mr. Hopez. He was the principal stockholder. 

The Cuarrman. The principal stockholder ? 

Mr. Hopexr. Yes. 

The Caatrman. Did he own more than anyone else ? 

Mr. Hoper. I think he did. 

The CHamMAN. Do you know how much he owned ? 

Mr. Hover. No; I don’t. 

The Cuamman. Had you known Mr. Wirtza long time? 

Mr. Hover. No; not too long. 

The CHatrman. How long? 

Mr. Hoper. Several years. 

The CuarrmMan. Do you know what Mr. Wirtz’ principal interests, 
business interests are ? 

Mr. Hopex, He is in the real-estate business here in the city of 
Chicago. 

The Cuatrman. Is hea banker himself? 

Mr. Honer. I believe he is—I don’t know, I believe he is on the 
board of a bank. 

The Cuatrman. Is he a member of the Chicago National Bank 
board ? 

Mr. Hoper. I suppose he is; yes. 

The Cuarrman. And Mr. Wirtz bought your stock ? 

Mr. Hoper. Yes, sir. 

The Cuarrman. What did he pay you for it? 

Mr. Hoper. I think it was 25 or 27, I believe. 

The Cuarrman, Twenty-seven ? 

Mr. Hopes. Twenty-seven. 

The Cuatmrman. Approximately $300,000 ? 

Mr. Hoper. Yes. 

The Cuarrman. Is that correct ? 

Mr. Hoper. Yes. 

The CHatrman. Would you call that its current market value as 
of that time ? 

Mr. Hoper, Yes; I think it was. 

The Cuamman. He didn’t pay you any more or less than you would 
call the current market value? 

Mr. Hones. No. 

The Cuarrman. Do you remember what the net asset value was at 
that time, the book value? 

Mr. Hoper. No; I donot. 

The CuatrmMan. You do not know what it was? 

Mr. Hope. No. 

The Cuarrman. Did you make any investigation to determine what 
this value was or did you just approach Mr. Wirtz? 
Mr. oe I just approached Mr. Wirtz on the matter of selling 
the stock. 

The Cuamman. Was there any difficulty, did you haggle over the 
price ¢ 

Mr. Hoper. No. 

The Cuarrman. He did it as a very simple transaction, was it? 

Mr. Hoper. Yes. 
_ The Cuamrman. The only reason you thought he was interested in 
it is because he was already a large stockholder; is that correct ? 
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Mr. Honer. That is right. 

The Cuarrman. Did you have any other business dealings with Mr, 
Wirtz before this time’ 

Mr. Hopee. No, sir. 

The Cuamman. No? Was Mr. Wirtz a stockholder in the South- 
moor Bank? 

Mr. Hoper. Not that I know of. I do not know. 

The Cuarmrman. Was it bought by Mr. Wirtz personally or by his 
firm, the Wirtz, Haynie & Ehrat firm, do you know? 

Mr. Hoper. I don’t know, Senator. 

The Cuatrman. Who did you sign the stocks over to? 

Mr. Honer. I signed them over in blank, I believe. 

The Cuarrman. Did Mr. Wirtz’ firm control the Chicago Stadium? 

Mr. Honee. I suppose it does. I am not very familiar with mat- 
ters here in Chicago. 

The CuatrmMan. Was there any discussion about this time that the 
State was considering the erection of a new stadium or convention 
hall ¢ 

Mr. Honer. Well 

The CuatrmMan. Have you ever heard of such a project? 

Mr. Hoper. Oh, yes. Yes. 

The Cuatrrman. You have heard of it? 

Mr. Honper. Yes. 

The Cuarrman. Did Mr. Wirtz ever discuss that matter with you? 

Mr. Hoper. No, sir. 

The Cuatrman. He never did? 

Mr. Hopes. No, sir. 

The Cuarrman. He never sought your assistance? 

Mr. Hoper. No, sir. 

The Cuarrman. Had Mr. Wirtz assisted you in any way to acquire 
any interest in the Elmwood Bank? 

Mr. Honer. No, sir. 

The Carman. Mr. Hodge, what did you do with the $300,000 
that Mr. Wirtz gave you for the stock? 

Mr. Hoper. Put it in our agency. 

The CuarrMan. You did what? 

Mr. Hoper. It was deposited in our company. 

The CuarrmMan. Which company ? 

Mr. Honer. Hodge Agency. 

The Cuarrman. In cash? 

Mr. Honor. Yes. 

The Cuarmman. When was that, do you remember? 

Mr. Hoper. I don’t recall the date. 

The Cuarrman. Mr. Hodge, do you know Mr. John Russell? 

Mr. Honer. Yes, sir. 

The Cuarmman. When did you first meet him? 

Mr. Hover. I met him when he came to Chicago with the Federal 
Deposit Insurance Corporation group that worked on these closed 

anks. 

The Cuarrman. Do you remember when that was? 

Mr. Hopce. February, I believe. 

The Cuamman. February of 1953? 

Mr. Honee. 1953. 
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The Cuarmrman. Was he one of the representatives of the Federal 
Deposit Insurance Corporation, who actively participated in nego- 
tiations following 

Mr. Hoperx. I just answered that. 

The Cuamman. I asked you when you met him, I believe this is 
a little different. Following the closing of the old Elmwood Bank 
and the opening of the new Elmwood Bank, was he one of the repre- 
sentatives who actively participated in the negotiations? That is a 
little different question I submit. 

Mr. Hoper. I don’t reeall whether he was here after the reorganiza- 
tionornot. Idon’t recall. 

The Cuarmman. I am speaking of the period immediately pre- 
ceding the actual opening of the new Elmwood Bank, the successor 
bank. 

Mr. Hover. He was a member of the staff and I suppose he was 
here. I can’t say definitely. 1 suppose he was here with the rest. 

The Cuarrman. Would you say that he was one of the principal 
representatives of the FDIC ? 

Mr. Hoper. I think he was their attorney from the Washington 
office. 

The Cuarrman. I think that is right, he was the principal legal 
representative, wasn’t he, of the FDIC? It is my aaiieanaien that 
is what he was. 

Mr. Hoper. Yes. 

The Cuarmrman. In other words, he represented the legal depart- 
ment of the FDIC during these negotiations, is that not correct? 

Mr. Hoper. I believe I said that. 

The CuHarrman. Did you confer with him concerning the form and 
the capital stock and other matters of the new bank? 

Mr. Hoper. No, I don’t think I conferred with him direct. I be- 
lieve there were several, Mr. Tefft, and others. I don’t recall their 
names. There were several here, not personally, just with Mr. 

The Cuarrman. Not necessarily individually, but. you had become 
acquainted with Mr. Russell, as I understand it, when you saw him 
from time to time during this period, is that correct ? 

Mr. Hover. That is right. 

The Cuarrman. Did you see Mr. Russell socially during the period 
following the close of the old Elmwood Bank ? 

Mr. Honer. I think not. I don’t think I have ever-—— 

The Cuatrman. You did not? 

Mr. Hoper. I don’t believe I did; no. 

The Cuarrman. Did you ever see Mr. Russell socially after the new 
Elmwood Bank was opened ? 

Mr. Hover. Well, I may have once. 

The Cuarrman. Have you ever? I mean, we would be glad for 
you to volunteer any information. Sometimes 

Mr. Hoper. We were not socially friends, if that is what you mean. 

The Cuarrman. You were not? 

Mr. Hoper. No. 

The Cuamrman. Do you know when Mr. Russell submitted his resig- 
nation tothe FDIC ? 

Mr. Hover. No; I do not. 

The Cuarrman. He submitted it according to the record on June 
30, 1953, to be effective July 31, 1953. Iam notclear. You did dis- 


- 
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cuss the affairs of the bank to some extent with Mr. Russell during 
this period ; is that correct ? 

Mr. Hoper. With Mr. Russell and others of the FDIC. 

The Cuarman. Could you tell the committee the nature of your 
discussion with Mr. Russell? Did you ask his assistance regarding 
capitalization, for example? 

Mr. Hoper. I don’t recall asking him; no. 

The Cuamman. Did you ask him if he thought the effort at reorgan- 
ization was coming along all right ? 

Mr. Honer. I don’t recall any particular question that I asked him 
direct. Idon’t recall any. 

The Cuamman. Did Mr. Russell know that you personally had an 
interest in the new bank ? 

Mr. Hopeer. I don’t believe he did at the outset ; no, sir. 

The Cuarrman. Can you tell us when he did find out about it? 

Mr. Hoper. I think probably he found out when I made the second 
purchase. 

The CHarrmMan. That was when? We have it in the record, but it 
slipped my mind. When was it, June 1955? 

Mr. Honer. That is right. 

The CHarrman. That is when you think he found out? 

Mr. Hoper. Probably, yes, that is about the first time. 

The Cuatrman. Then he did not know you had an interest-—— 

Mr. Hopeer. I don’t believe he did. 

The Cuarrman. Did Mr. Russell borrow any money from the bank? 

Mr. Hoper. I don’t know. 

The Cuarrman. Did Mr. Russell borrow any money from you? 

Mr. Hoper. Yes. 

The Cuarrman. How much? 

Mr. Hoper. $2,000. 

The CHarrman. When? 

Mr. Honer. Well, you have that record. I can’t tell the date. 

The CHarrman. Wasn’t that when he first came out from Wash- 
ington to work in Chicago in approximately June of 1953? 

Mr. Hover. Well, that is when it was, then. 

The Crarrman. Isn’t that right? 

Mr. Hoper. Yes. 

The Cuarrman. What security did he give you for the loan? 

Mr. Honer. A note. 

The Cuarran. A note? 

Mr. Honer. Yes. 

The Cuarrman. Was there any collateral ? 

Mr. Honer. He had qualifying shares to be a member of the board 
of the bank. 

The Cuatrman. Did he put those up as collateral ? 

Mr. Honee. No. No, he did not. 

The Cuatrman. Did he put anything up as collateral ? 

Mr. Hopee. No, his personal note. 

The Cuarrman. Did he ask you for this loan? 

Mr. Hones. Yes. 

The Cuarrman. What did he say to you, why he wanted it? 

Mr. Hopes. He wanted to be a member of the bank board, and he 
had to have that money to have qualifying stock. 

The Cuarrman. He wanted to be a member of the bank board? 
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Mr. Hopes. He had to be, to be an officer, connected as an officer, I 
think. 

The Cuarrman. How many shares did he buy? 

Mr. Hoper. I don’t recall. 

The Cuarrman. He didn’t buy them from you? 

Mr. Hoper. No, I don’t believe so. 

The Cuarrman. But you loaned him $2,000? How much interest 
did you charge him? 

Mr. Hoper. I wouldn’t know offhand. You probably have that. 

The Cuamman. I believe it is 4 percent, wasn’t that it? 

Mr. Hopes. I don’t know. 

The CuarrMan. Has he paid you back the $2,000? 

Mr. Hopex. No. 

The Cuarrman. He has not? 

Mr. Hoper. No. 

The Cuarmman. Not yet? 

Mr. Hopes. I don’t think so. 

The CuarrmMan. Did you ever ask him for it? 

Mr. Hopes. No, I don’t believe I did. 

The Caarrman. Didn’t you ask him for it? 

Mr. Hopesr. Well, I asked him for the interest, and I think he paid 
that. I am not quite—— 

The Cuarrman. Did you expect that he would pay you the $2,000? 

Mr. Hoper. Yes, of course. 

The Cuarrman. When did you expect him to pay you? 

Mr. Hopexr. I don’t know. 

The Cuatrman. At the time Mr. Russell asked you for the loan and 


you made it, was he still an employee of the Federal Deposit Insurance 
Corporation ? 
Mr. Hopes. Well, pone that he made it in June, and he resigned 


the first of June, is that true? 

The Cuamman,. Our information is that you made the loan on July 
10 or 11; is that about right? 
’ A Hoper. Well, I suppose so, then he was not a member of the 
‘DIC. 

The Cuarrman. Well, his resignation was effective July 31 of 1953, 
according to our records. 

Mr. Hover. I thought he resigned in June. 

The Caarmman. Did you inquire of him, if he was an employee of 
the FDIC? 

Mr. Hover. No, I don’t think I did. 

The Caarenan. Did it make any difference to you whether he was 
or not? 

Mr. Hopexr. I knew that he was going to become an officer of this 
bank, that is why he needed money to buy the stock. 

The Cuamman. Why didn’t he go to the bank and borrow it from 
the bank? 

Mr. Hoper. I don’t believe the bank would loan him money on their 
own collateral. 

The Cuarrman. He could go to another bank, couldn’t he? 

Mr. Hover. Probably. 

The Cramman. Why do you think he didn’t go to the bank? 

Mr. Hoper. I don’t know, sir, I don’t know. 





334 ILLINOIS BANKING SITUATION 


The Cuarrman. Wouldn’t that bé a normal way to proceed? You 
have said he wasn’t an old friend of yours. I wonder, why do you 
think he came to you? You werén’t social friends, you had just met 
him a short time before. What do you think imspired his application 
to you for a loan of $2,000? 

Mr. Hoper. Oh, I haven’t any answer for that. 

The Cuatmrman. What? 

Mr. Hopeer. I have no answer for that, Senator. There is nothing 
wrong with a fellow asking me to loan him $2,000, and I did it. 

The Cuatrman. Do you often loan $2,000 to people without 
security ? 

Mr. Honor. No. 

The Cuairman. If I understand it correctly, he wasn’t an old friend 
and you had had no previous dealings with him, had you? 

Mr. Hoper. No. 

The Cuamman. Was that loan before or after Mr. Russell knew 
that he was to be employed by the new bank? 

Mr. Hoper. I wouldn’t know, I don’t know. 

The Carman. Perhaps we had better clarify this. You say he 
borrowed the money in order to buy shares to qualify to be a mem- 
ber. Then at that time you certainly must have known he was to be 
employed by the bank, is that not correct? 

Mr. Hones. In July? 

The CHamman. Yes. 

Mr. Hoper. I think I did, yes. 

The Cuarrman. Can you say when you first considered Mr. Russell 
for employment by the bank? 

Mr. Hoper. I never considered him at all. 

The CuHarrman. You didn’t consider him at all ? 

Mr. Hover. No, I had nothing to do with his employment as a mem- 
ber of the bank staff. 

The Carman. You were interested as a large stockholder, weren’t 
you? 

" Mr. Honer. I didn’t attend any of the board meetings or sit in any 
of their conferences. 

The Cuatrman. Do you think, Mr. Hodge, as you consider this mat- 
ter, that an employee of the supervising agency, in this case the FDIC, 
which has problems with the bank, as in this case—that it is proper for 
him to consider during these negotiations employment by the bank? 

Mr. Honer. I have never thought of the matter. 

The Carman. Think about it for a moment and tell me what you 
think. 

Mr. Hoper. I can think about it and tell you this: that, as I under- 
stand it, the bank was looking for a competent man to head the bank. 
He was offered the employment and accepted. That is all I know 
about it. I don’t see anything wrong with a man wanting to better 
himself by having a job in private industry if he wants to, and I don’t 
know of any great sin in bettering himself in this case. 

The CuarrMan, Can you see a distinction between his going with 
this bank which was negotiating at the time with the FDIC relative 
to several matters, particularly the amount of the capital, the ques- 
tion of assumption of all of the deposits, taking over the unacceptable 
assets, paying for them? In other words, here was the Federal agency 
negotiating with the bank, and in the midst of that, in the middle of 
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that negotiation, he accepted employment with that bank as distin- 
guished from accepting employment with a bank in California that 
had nothing to do with it? 

Mr. Hopes. You are asking my personal opinion. I haven’t any 
opinion on the matter. 

The Cuarmman. You think there is nothing wrong with that? 

Mr. Hopeér. I haven’t any opinion on it. 

The Cuamman. Oh, you have no opinion ? 

Mr. Hoper. No. 

The Cuarrman. Couldn’t you form 

Mr. Hopes. The bank was organized and running with a president 
and a group of officers, and then he was asked to take the chairmanship 
of the board, or whatever it was, later on. The bank was running, I 
didn’t have anything to do with the bank. 

The CHAIRMAN. 4 Jasn’t he approached about employment be- 
fore 

Mr. Honer. I don’t know. 

The Cuarrman. What? 

Mr. Hover. I don’t know that. 

The CuatrMan. Well, he did become executive vice president on 
August 1, 1953, did he not, and president on January 20, 1954? Is 
that correct? 

Mr. Hoper. I don’t know. If you say so—— 

The CuHatrMan. You do not? 

Mr. Hoper. I didn’t have those figures. I wouldn’t know those 
dates. I wasn’t that interested in 

The Cuarrman. You weren’t interested ? 

Mr. Hopes. Not in what he was going to do or when he did it. 

The Cuamman. Did you learn from Mr. Russell, did he tell you 
after the 7 weeks of negotiation, that the FDIC was willing to follow 
the assumption procedures ? 

- Hoper. I never discussed any of those matters with Mr. Russell 
at all, 

The Cuatrman. Who did tell you that the FDIC would follow your 
recommendations for assumption procedures ? 

Mr. Hoper. I imagine that it was brought out at the conference 
with their staff and ours. I wouldn’t know. 

The Cuarrman. You testified this morning that you were very inter- 
ested in this matter and that you exerted yourself to the fullest to 
protect the depositors. Who was it that you negotiated with and who 
told you this? 

Mr. Hoper. I imagine the head of their staff in Washington. 

The Carman, I don’t think you ought to imagine about that. 
This was the crucial decision as to whether or not they were going to 
assume it. 

Mr. Hoper. Well, then let’s say that the head of their staff who—— 

The Cuamman. Who was that? 

Mr. Hopes. In this case Mr.— 

The Cuarrman. In Washington, or Mr. Gover, here? 

Mr. Hoper. Gover, Gene Gover. 

The Cuatrman. He is here. 

Mr. Hoper. I am sorry; yes. # 

The Cuarrman. He is the one who told you, not Mr. Russell ? 

Mr. Hoper. I would think so, not Mr.—— 
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The Cuarrman. You are quite sure Mr, Russell wasn’t.giving you 
information ¢ 

Mr. Honer. No, sir; no, sir. 

The Cuarrman. How about Mr. Browning? Do you think Mr. 
Browning was obtaining the information from Mr, Russell? 

Mr. Honer. No; I don’t-believe so. 

The Cuamman. You do recognize that under the circumstances 
existing immediately prior to the conclusion of the agreement be- 
tween you and the Federal Deposit Insurance Corporation that there 
was a period in which Mr. Russell’s loyalties might be a little con- 
fused as to whether or not he was working for the bank which was 
being created, or whether he was working for the FDIC, don’t you’ 

Mr. Honee. It never occurred to me because I didn’t know that he 
was negotiating with the bank, and I don’t believe he was at that time, 
so I think he was loyal to the FDIC until he left their employment. 

The Cuarrman. Did Mr. Russell represent the interests of the stock- 
holders generally and yourself in particular in an efficient manner 
while he was executive officer of the bank ? 

Mr. Honor. I suppose he did. I had no reason to think otherwise. 
I never became interested in the bank, I don’t know how he conducted 
his affairs. 

The Cuarmman. Do you really mean you never became interested 
in it, having invested over $300,000 in it ? 

Mr. Hopee. Well, I had, as you know, and I said I had a man on the 
board of directors. 

The CuHarrman. You were interested, you had an interest in it, 
didn’t you? 

Mr. Hopee. Of course I did. 

The Cuarmman. Do you consider $300,000 a small matter or a large 
matter? Is it a matter of consequence, or do you consider it of rela- 
tively small importance? 

Mr. Honer. I didn’t mean it that way at all, Senator, and I think 
you realize I didn’t. 

The Cuarman. I think sometimes we all speak in an offhand man- 
ner. When you said you weren’t interested in the bank you really 
didn’t mean that, you had a very great interest in it, didn’t you? 

Mr. Hopeer. I said that I didn’t take a particular interest in how 
they were running the bank. I knew that it was in good hands. 

The Cuamrman. Did you know that? 

Mr. Hopee. I thought it was. 

The CuarrmMan. Why did you know it unless you discussed matters 
with them ? 

Mr. Hopee. Well, the reputation of the men involved. 

The Cuarrman. Principally who, Mr. Russell ? 

Mr. Hoper. No. 

The Cuarmman. Who else? 

Mr. Hopes. Well, there were others on the board. 

The Cuarman. Who were the managers of it that inspired you with 
this confidence if it wasn’t Mr. Russell ? 

Mr. Hoper. Allofthem. Ithink there isa good board. 

The Cuamrman. Especially Mr. Russell # 

Mr. Hoper. No; I don’t think sg. 

The Cuarrman. Did Mr. Dwight Green—— 

Mr. Hoper. He was one of the members. 
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(he Cuamman. He inspired you with great confidence in the bank? 

aughter. 

Nhe heulan’t be any demonstration in the room. This is not for 
your amusement, and I don’t accept any kind of demonstration of ap- 
proval or disapproval from any observers. That is the rule of the 
Senate and the committee. 

But you knew Mr. Russell, you had met him; I think it is quite 
onsistent for you to feel that he was a competent man. I am not try- 
ing to lead you—— 

Mr. Hopexr. If you want to put the question that way, I think Mr. 
Russell is and was a competent man at that time. That is a different 
kind of a question. 

The Carman, I was trying to put it that way, that he was one of 
the reasons why you had confidence in the bank. 

Mr. Hopexr. That is right. 

The Carman. Did you consider the loan which you made to 
Mr. Russell one of your assets ? 

Mr. Hoper. Yes, sir. 

The Cuatrman. Why haven’t you asked for it to be repaid? 

Mr. Hoper. Well, it is now turned over to the State of Illinois, and 
they will ask for it, everything that I have, Senator, anything I ever 
owned is now in the hands of the State of Illinois for a crime which I 
committed, and until 2 years or so ago, Senator—I want you to believe 
me—I had not one bad mark on my record, but since that time I have 
fallen by the wayside, and I am now trying to pay that debt. I want 
you to believe that. 

The Cuarrman. Mr. Hodge, that is a matter between you and the 
people of Illinois. 

Mr. Hoper. You asked me the question about where the loan was, 
and I am trying to tell you where. 

The CuatrMan. But I am sure you appreciate by this time that 
what took place here has a very general interest. e certainly, if 
possible, wish to take measures to prevent its occurring again either 
in Illinois or any other State if we can. That is what we are really 
interested in. By helping us find out what happened and so on you 
will be helping us discharge our duty. 

Mr. Hoper. I am trying my best to help you, Senator. 

The Crarrman. Mr. Hodge, we have heard a good deal about 
checks and State warrants this morning. Mr. Schlitz, as you prob- 
ably know, testified. He seemed to call a warrant a check as if there 
was no distinction at all. 

Would you describe for the benefit of the committee what a war- 
rant is¢ Is it similar to a check? 

Mr. Hopes. It is very similar to a check, and I think it would take 
a lot of your time and everybody else’s to try to distinguish them. 
There is not much of a distinction. A warrant is drawn on the treas- 
urer of the State of Illinois, signed and. counter-—— 

"he CHarrMaNn. Does it look like a check ? 

_Mr. Hopeg. It looks exactly like a check, it is signed and counter- 
signed by the auditor and treasurer. 

The Cuarrman, Is it negotiable from person to person like a check ? 

Mr. Hoper, It is, 

The Cuarrman. It is? 

Mr. Hoper, It could be. 





338 ILLINOIS BANKING SITUATION 


The CuarrMan. Is it customary? 

Mr. Honee. Pardon ? 

The Cuarrman, Is it customarily negotiated from one person to 
another ¢ 

Mr. Hopcer. In many cases; yes. 

The CHarrman. Does it authorize the payment of money from only 
a certain specific fund, or to a specific person, or is it just cashed and 
soon? What is the normal—— 

Mr. Hopee. Checks are usually made out to specific ns. 

The Cuamman. A specific person? Is it to be paid from a specific 
fund ? 

Mr. Hopee. Yes; those are code numbers that are on the checks, 
usually. 

Tks Clshdiina dé How is it issued? What is the procedure that is 
followed in issuing a warrant? 

Mr. Hopce. A warrant is drawn in the auditor’s office, charged to the 
account that is specified by the warrant’s preliminary charge. It is 
made out in the auditor’s office and checked against the allocation and 
countersigned by the treasurer. 

The Cuairman. Are there forms for these warrants, printed forms 
like a check? 

Mr. Hopnee. It is exactly like a check, 

The Cuairman. Is there attached to the warrant a voucher stating 
and describing either the work or commodity for which the warrant 
is issued ¢ 

Mr. Hoper. In some instances; yes. 

The Cuarrman. What is the customary thing? Is it generally that 
way! 

Mr. Hoper. None of the payroll checks are vouchered. 

The Cuarrman. None of the payroll—— 

Mr. Hopee. No; they are not attached to the check, either. There 
is nothing but the check which is usually given to the person. 

The CHarrman. If the State purchases something then the bill is 
received, and what happens to the bill? Isn’t it attached to the war- 
rant? 

Mr. Hoper. Not necessarily; no. 

The Cuarrman., Is it customarily, I mean? 

Mr. Hoper, No. No; I don’t believe it is. 

The Cuarrman. I understood it was; I may have perhaps misunder- 
stood it. The check in payment of the bill which you receive is made 
out by the auditor, and who signs it? Does the auditor sign it or the 
treasurer ¢ 

Mr. Hoper. It is signed by both. 

The CHarrman. What? 

Mr. Hopee. It is signed and countersigned by the treasurer. 

The Cuarrman. By both? 

Mr. Hopeg, Yes. 

The Cuarrman. Who determines whether or not the specific fund 
rom which these moneys are to be drawn is adequate to cover the 
check 

Mr. Honer. The auditor’s office. 

The Cuarrman. Is that your duty, the auditor’s duty t 

Mr. Hoper. Yes. 
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The Cuamman. Will you tell the committee how you managed to 
obtain payments upon fictitious warrants?! What was the pro- 
cedure ? 

Mr. Hoper. I have given that, Senator, to your committee, and I 
gave itincourt. I don’t 

The Cuatrman, As I told you this morning, the purpose of these 
hearings is to make a public record which is the basis for legislation 
and for understanding of this matter. 1 acknowledge, as I did this 
morning, that you have given many of these facts, or we haye obtained 
them in other places, but the purpose of this hearing, the principal 
purpose, is tomake a public record. 

Mr. Hoper. Do you think that this kind of testimony is germane 
to what steps should be made in the FDIC? 

The Cuarrman. I most certainly do. You seem to forget that you 
said this morning that you had a rule that you wouldn’t charter a 
bank if it wasn’t insured by the FDIC. When you seek that protec- 
tion you also assume certain obligations, and the liability of the 
Federal Government through the Federal Deposit Insurance Corpora- 
tion is a very heavy one, as I described it this morning. 

In any case, I might very briefly state that there is a very great 
liability of the Federal Government amounting to over $60 bilhon. If 
a bank or banks can be looted easily or indiscriminately by anybody 
it is a serious problem for the FDIC, and if something can’t be done 
to prevent it they ought not to insure banks, 

I am confident something can be done, but for your information, 
we are dealing here with funds from these banks which are ulti- 
mately insured by the Federal Government. I don’t think there is the 
slightest doubt about the jurisdiction of this committee to inquire 
about all aspects of the way the money was finally extracted from the 
Southmoor Bank, an insured bank. 

I think you know that that is what these questions are leading up 
to. I confess it still puzzles me how such a large amount of money 
was extracted from a bank without attracting the attention of the 
FDIC in particular, or I might say the examining authorities of the 
State, but that is not my ummediate inquiry. I am very interested 
to know why the FDIC’s attention was not attracted to what was 
going on over quite a long period in the Southmoor Bank. 

Do I make it clear as to why we are inquiring along this line? 

Mr. Hopexr. I suppose so. 

The CrratRMAN. Do you not agree that the FDIC has a responsi- 
bility to prevent, if possible, or certainly to discover, the kind of 
transactions that took place in the Southmoor Bank ? 

Mr. Hoper. That evidence I gave to your committee. 

The Cuatrman. Iknow. All I am asking you to do is, in the calm- 
est possible manner, to make it a matter of record. You are under 
oath. The assumption is this is a record that will sustain conclusions 
by our committee In an effort to take steps to prevent the recurrence of 
this sort of thing. Mr. Hodge, this is a public matter. This is a pub- 
lic affair. It is a reflection upon the whole of our democratic system, 
when any part of it goes astray. It is our duty to try, so far as we can, 
to prevent a recurrence. It is certainly a reflection, I don’t know how 
much, but certainly a reflection on the efficiency of the FDIC. I 
haven’t reached any conclusions yet. But my present view is that 
they might very well have discovered long before they. did what was 
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going on in the bank. So that is why I would like for you to answer 
these questions. You know the answers better than anybody. In 
many cases you are the only one who could know anything about it. 
There is nothing personal about it. It is purely a study of what hap- 
pened, what kind of procedures. I think you wili admit there is 
something wrong with a procedure that can permit such a large-scale 
diversion of funds, if you like, or extraction of funds illegally. That 
is all, the reason I would like for you to answer the questions. I am 
not familiar with this aspect of it. I don’t recall that I have ever 
seen a warrant, certainly not one in Illinois. I don’t know whether 
they are similar to other State warrants or not. I don’t understand 
how warrants which required the signature of the treasurer and your- 
self, and many other things, were cashed illegally over a long period. 
That is all I want to try to understand. 

I would appreciate it very much if you would help us understand. 

Take the warrant, if you signed it, did the treasurer actually sign 
these warrants that you cashed ? 

Mr. Hoper. Yes. 

The Cuamrman. Did he sign them in blank? 

Mr. Hopeer. No. 

The Carman. How did it happen, what was the procedure ? 

Mr. Hoper. All these warrants were drawn. In that department 
we drew 21,000 warrants a day, something like a half million a month. 
That is the extent of the warrants drawn in the State of Mlinois. 
After they were drawn 

The Cuarrman. When you say drawn, you mean signed by you and 
the treasurer ? 

Mr. Honer. They were made out for X company for X amount. 

The Cuarrman. Yes? 

Mr. Hopner. This amount was checked as to whether it was coming 
from the proper fund, and if that proper fund had that much money. 
After that was finished, it came out on the affirmative side, then it 
was signed electrically by the auditor. 

The Cuatrman. Electrically? 

Mr. Hoper. Yes, all of these were signed. 

The Crarrman. By the auditor. Who did the actual signing? 

Mr. Hopér. Employees in the-—— 

The Carman. Were they trusted employees of yours? 

Mr. Honcr. Yes. 

The Cuarrman. Who was your designee, who represented you in 
the signing of them ? 

Mr. Hoper. Well, it wasn’t so much who ran the machine as to 
who O. K.’d each check. 

The Cuaran. Who did this? 

Mr. Hoper. Well, there were several in the office, I believe. 

The CHarrman. Who were they, who were the principal ones? 

Mr. Hopes. Mr. Epping was one, and others. I don’t know. 

The Cuamrman. Mr. Epping signed all of the warrants which were 
false, did he? 

Mr. Hoper. Not all of them. 

The Carman. You don’t know? 

Mr. Hoper. I don’t know. 

The Cuamman. He signed most of them? 

Mr. Honer. Yes. 
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The Cuamman. Did Mr. Epping have a special relation to you? 
Was he particularly in your confidence ? 

Mr. Honer. He was the office manager. 

The CuarrMan. Office manager? 

Mr. Hopes. Yes. 

The CHarrman. He signed them, at least many of them, for you. 
Who signed them for the State treasurer? 

Mr. Hones. I wouldn’t know. 

The CHarrman. Does the treasurer have any responsibility as to 
whether or not these are for a bona fide claim or not? 

Mr. Hoper. As they were drawn and signed, they were sent to the 
treasurer’s office for countersignature. 

The Cuarrman. Countersignature ? 

Mr. Hoper. Yes. 

The Cuamman. What is his responsibility in signing? Under 
the law, is it his duty to be certain that this is for a bona fide claim 
against the State or not ? 

Mr. Hoper. No. 

The CHarrMAn. It is not? 

Mr. Hover. No. I think the only thing he does is to see that that 
check is drawn properly out of a fund that has that much money in it. 

The CHarrMAN. That is his function? 

Mr. Hopee. I believe it is, 

The Cuarman. It was your duty to determine whether or not it 
was drawn for a bona fide claim, is that right ? 

Mr. Hoper. That is right. 

The Cuamrman. Were the warrants endorsed other than this sign- 
ing, or was that all there was to it? 

Mr. Hoper. That is all. 

The CHarrman. When they were cashed, did anybody endorse 
them ? 

Mr. Hover. No. These particular warrants were endorsed by a 
typewriter. 

The Coatrrman. Who did that ? 

Mr. Hover. That I don’t know. 

The CHarrman. You didn’t do it? 

Mr. Hoper. No, it was not done by me. 

The CuHatrman. Let’s, for a moment, take a bona fide warrant. If 
you bought an automobile from an agency for a thousand dollars, you 
made out a warrant for a thousand dollars, and you would send the 
warrant to the automobile dealer, is that right ? 

Mr. Hoper. That is right. 

The Cuarrman. When he eashed it or deposited it in the bank, he 
endorsed it, is that right ¢ 

Mr. Hoper. Yes. 

The Cmamman,. After these warrants were made out, what did you 
do with them ¢ 

Mr. Hopce. They were given to Mr. Epping and he took them to 
Chicago to the Southmoor Bank and cashed them. 

The Cuamman. Did you give them to Mr. Epping? 

Mr. Hoper. No. Sometimes I would, and sometimes he would get - 
them and take them up himself. 

The Carman. You mean he would take them without your giving 
them to him? 
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Mr. Hoper. Yes. I wouldn’t give them to him. He had charge 
of the office. : 

The Cuamman. Did you instruct him to do it in each case, or did 
he have authority to do it on his own? 

Mr. Hoper. He had authority. 

The Cuamman. To doit on his own? 

Mr. Hoper. I suppose he did; yes. I believe he did. 

The Cuarmman. Did you send any of the warrants that were with- 
out a bona fide voucher to any bank other than Southmoor? 

Mr. Hopeer. No, sir. 

The CHamman. Mr. Epping took them to the Southmoor, and to 
whom did he present them ? 

Mr. Honge. I don’t know. 

The Cuarrman. You don’t know? 

Mr. Hopeer. No, sir. 

The Cuarrman. Didn’t he present them to Mr. Hintz? 

Mr. Hopee. I don’t know. 

The Cuatrman. Didn’t you call Mr. Hintz? 

Mr. Hoper. No, I would not call. 

The Cuarrman. You didn’t know Mr. Hintz? 

Mr. Hoper. I knew him; yes. I wouldn’t call him. 

The Cuarrman. You wouldn’t call him? 

Mr. Honer. I wouldn’t call him when he took these warrants up. 

The Cuatrman. Had you ever discussed these warrants with Mr. 
Hintz? 

Mr. Hopeer. Yes; at times. 

The Cuarrman. What did you say to Mr. Hintz? 

Mr. Hoper. I told him there would be some warrants up there that 
were all right to cash, and with this amount I also sent some of my own 
checks, some of my own company checks, some of my own personal 
checks, and he would cash those, too. 

The Cuarrman. Did you tell Mr. Hintz what to do with the money ! 

Mr. Hoper. At times I would; yes. 

The Cuarrman. Didn’t you all of the time? How would he know 
what to do if you didn’t tell him? 

Mr. Hoper. He kept it there at the bank. 

The Cuarrman. How did he keep it there at the bank? 

Mr. Hoper. He kept it in a cash account that he had there. 

The Cuarrman. Did he keep it all, or did he send some of it back to 
you by Mr. Epping? 

Mr. Hopee. Sontiettinig he would send some back. 

The Cuatrman. Why didn’t you open an ordinary account in the 
Southmoor Bank? 

Mr. Hoper. I don’t know why I didn’t. 

The Cuarrman. Did you ever see the envelope, manila envelope in 
which Mr. Hintz kept your money ? 

Mr. Hope. No, sir. I was as in their bank one time in my life. 
That was on a social call, and I was never there but one time. 

The Cuarrman. When was that? 

Mr. Hoper. That was during, well, it was in the spring of 1955, I 
believe. I drove by there to pick up Mr. Hintz to go to a meeting. 
That is the only time I was ever in the bank. I believe that is the date. 

The Cuarrman. Is that about May 1, 1955? 

Mr. Hopee. Probably. 





ILLINOIS BANKING SITUATION 343 


The Cuarrman. When did you first think of this method of obtain- 
ing money ¢ 

Mr. Hopes. I don’t recall. 

The Cuamrman. Was it about that time? 

Mr. Hoper. I imagine. I don’t know. I imagine it was, though. 

The Cuarrman. Do you recall the first time you ever presented a 
fictitious warrant to Mr. Hintz? 

Mr. Hopeg. No; I haven’t that record with me. I think that you 
have. 

The Cuarrman. Could you indicate about when it was? 

Mr. Hoper. No; I wouldn’t know exactly. 

The Caiman. I believe Mr. Schlitz said it was toward the end 
of 1953, in December, a relatively small amount, as I recall. 

Did you obtain any funds from the State during 1954 by cashing 
checks at the Southmoor Bank drawn on State funds held by the 
Springfield Marine Bank? 

Mr. Hoper. Yes. There was an account that I was the trustee for, 
and the net amount, I don’t recall just the amount of it, but it was 
replaced before, some time in June. Of course, they talk about a 
million ora million and one-half and two million dollars. They forget 
that $600,000 of that has been replaced during that time, so the actual 
amount, as I estimate it, is around $600,000. The newspapers, of 
course, have had a field day. They have had a three-ring circus. 
They have done a lot of things to me, and, of course, I probably de- 
serve it. But they have been wrong on the amounts and 

The Cuairman. We would certainly welcome your straightening it 
out. ieee is a good opportunity for you to put on the record just 
exactly—— 

Mr. Hoper. I just told you on the record, and if they would get 
the proper amount maybe I wouldn’t look so asinine to some of my 
friends and to some of the people. But the amount that, as I have it 
figured, is around $600,000. 

The Cuarrman. The amount that has not been repaid, is that it? 

Mr. Hoper. That is right, and during the—before the trustee ac- 
counts were to be audited, I replaced around $600,000. I don’t know 
the exact amount. So that that cut it down. Of course, the papers 
use the large amount. That is their privilege, I suppose. They have 
slandered me so many times, and I have no comeback at all. They 
have talked about many things that I don’t know what they are talking 
about. They can’t prove many things that they have said. They 
have paid people to give stories to them and I know they have. It 
makes it rather hard on me and my family. 

The Crairman. I certainly would sR any details as to this 
matter that you care to give us. This committee would be interested 
in it, and if it isn’t as serious as some of the press has indicated, we 
will be very glad to give you this opportunity to disprove their charges. 

Mr. Hope. Senator, the figures I haven’t. My books are in the 
hands of the Internal Revenue Department. My agency books, my 
corporation books, I know that that amount was paid and was de- 
posited, and they can put it the other way if they feel. . 

The Cuamrman. Coming back to this procedure that was adopted, 
did you ever discuss it with Mr. Epping’ Did he help you develo 
ee poe procedure to be followed or not, or did you thin 
of it 
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Mr. Hope. Well, I will say that I thought of it, and take the blame 
for all of it. 


The Cuarrm4n. Don’t say something that wasn’t so. If you didn’t, 
say who did. 

Mr. Hover. Well, it is over the dam now. 

The CHarrman. It isn’t over the dam as far as we are concerned, 

Mr. Hoper. You wanted to know the mechanics of it. I gave it 
to you. 

The CHarrman. Who thought about that, did you develop that? 

Mr. Hopex. I gave you the mechanics of it. I will say I thought 
of it all. 

The Cuamman,. Did you discuss it then with Mr. Hintz? 

Mr. Honer. No; I don’t think I did. 

The Cuarrman. How did you get Mr. Hintz to supervise this spe- 
cial account kept in a separate bankbook called a Boston ledger? 
How did you get him to do that without discussing it ? 

Mr. Honer. I suppose I took advantage of his friendship. When 
this started out, the records will show that the first deposits that 
I made were my own personal checks. I asked him to write cashier’s 
checks for them, and in several instances I would give him my own 
checks, my payroll checks, my travel checks, a check probably from 
my company. It drifted into a serious, of course, pp and 
I took advantage of Mr. Hintz. I said so in court. And I have tried 
to help him. 

The Cuarman. What occurred that could have made it so urgent 
that you receive these large amounts? 

Mr. Hoper. I don’t know. I suppose it was a temporary insanity. 
I had no reason actually to need that money. I don’t know. 

The Cuamman. Was there anyone pressing you for—— 

Mr. Hopes. No, sir; no. 

The Cuatrman. Did you owe anybody anything? 

Mr. Hoper. No, sir; I did not. I am glad you brought that up. 
I did not owe anyone. I owed no one any political contributions. 
I didn’t obtain any money politically from anyone when I ran for 
office. I did not owe anyone. That I swear by and tell it to you as 
the truth. I have been accused of taking money from many people, 
knowing people that I never heard of. I said before that you can 
check my records, and I think it has been checked, that I had a decent 
record. 

The Cuarrman. Mr. Hintz has been a banker of long experience. 
While he hasn’t as yet testified, of course we had testimony this morn- 
ing that this procedure was most unusual, if not unique, that the 
witness had never seen a system of keeping accounts as he kept for 
you in this bank. It surprises me that a man who had had experience 
in banking would cooperate in that. You surely must have said some- 
thing to Mr. Hintz to persuade him to do that. I wondered what you 
did say to him. 

Mr. Hoper. I don’t know. 

The Cuatrman. When you said it was $600,000, if I understood you 
correctly, that is roughly the amount that remains unpaid. How much 
would you estimate that you actually obtained, whether or not it has 
been repaid, through this device of fictitious warrants ? 

Mr. Hoper. Through the State? About that much. 

The Cuamman. How much? 
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Mr. Hoper. About $600,000. 

The Cuatrman. I thought that was the balance left after you had 
returned $600,000. 

Mr. Hover. There were two separate accounts, Senator. The ac- 
count that I was trustee for, which I believe has been repaid, that 
amounted to approximately $600,000. 

The Cuarrman. You have paid back $600,000 into the trust ac- 
count, is that right? 

Mr. Hoper. That is right, about that amount. I don’t know 
exactly the figure. 

The CuamMan. Was it $528,000 that you paid back on the trustee 
account? Is that correct? 

Mr. Hoper. I don’t recall exactly. 

The Cuarrman. That I am informed is the figure that you gave the 
staff before, $528,000. Where did you get that figure from? Where 
did you get the money to repay $528,000 ? 

Mr. Hoper. I had some cash, and of course I sold stocks, bonds, 
that I had. 

The CuamrmMan. Was that $300,000 that you got for the Elmwood 
Bank part of that? 

Mr. Honer. Part of it. 

The Cuairman. That you put into your business, and then you took 
it out of the business and paid it to the trust account ? 

Mr. Hoper. That is right. 

The CuatrmMan. I have your testimony you said, “$528,000, I be- 
lieve it was, something like that.” 

That is what you testified before. 

Mr. Hopcre. And there have been other amounts. It is approxi- 
mately $600,000, I believe. 

The CuamrMan. You think it is approximately that. 

In May 1955 you cashed 6 warrants totaling $80,260. Was there 
any particular reason to have $80,000 at that time? 

Mr. Hoper. No. 

The Cuamman. What did you do with that money? 

Mr. Hoper. I don’t recall. 

The Cuamman. How could you fail to reeall what you did with 
eee Isn’t that an amount.that to mest people is a very large 
figure’ 

Mr. Hoper. There are a lot of figures, I don’t recall exactly. 

The Cuamman. Did you spend it? 

Mr. Hoper. Probably spent it, yes. 

The Cuarrman. What did you spend it for? 

Mr. Hopes. I don’t know. I bought an airplane, I know that. 

The Cuamman. Bought an airplane? 

Mr. Hoper. Yes, sir. 

The Cuatrman. What kind of airplane? 

Mr. Hope. I have been interested in airplanes for quite awhile. 
The last airplane I had was a Cessna 310, twin-motored plane, which 
I turned over to the State. It cost $75,000. 

The Cuatrrman. $75,000? 

Mr. Hoper. Yes. ~~" 

se Cuarman. You think you might have used this $80,000 for this 
plane? 

Mr. Hones. I could have. 
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The Cuamman. Did you have any other planes, or did you have 
one plane ? 

Mr. Hoper. At that time that is all I had was one. 

The Cuarmman. Have you had more than one? 

Mr. Hoper. Yes. Ihave had ae for a number of years. 

The Cuarrman. Are youa pilot? 

Mr. Hoper. Yes. 

The Cuarrman. You pilot your own plane? 

Mr. Hoper. Yes, sir. 

The Cuarrman. Did you sell one of your planes to help pay back 
that trust default ? 

Mr. Hoper. Yes, sir. 

The Cuarrman. Is that the Cessna you sold ? 

Mr. Hopes. No; that was another plane I had. 

The Cuarrman. What kind was that? 

Mr. Hoper. It was a Beech. 

The Cuarrman. Twin Beech ? 

Mr. Hoper. No. 

The Cuarmman. Bonanza? 

Mr. Hopes. Bonanza. 

The CHarrman. Did the cashing of these warrants have any rela- 
tionship to your political obligations ? 

Mr. Hopner. No, sir. 

The Cuamman. Was any of the money used for political purposes? 

Mr. Honer. No, sir; I don’t think so. 

Senator, do you think this is on the subject, all of these kinds of 
questions? I am getting really ill at ease. My stomach is just turn- 
ing around and around, and I don’t feel—— 

The Cuarrman. Would you like for us to recess ? 

Mr. Hoper. I would like to have a little time—— 

The Cuarrman. Would you like to recess temporarily or would you 
like to recess until tomorrow morning ? 

Mr. Hoper. If we could finish today, I would rather stay. 

The Cuarrman. I am not sure that we can. However, if you are 
indisposed, I don’t wish to try to require you to testify either. So if 
you feel like going on for a bit, it is all right, or I will recess if you 


est me to. 
“a Hoper. Do you think we will finish today ? 

The Cruarrman. That dependson hew cooperative you are. 

Mr. Hoper. Have I been cooperative, Senator? 

The Cuarrman. I think you have been fairly cooperative. You 
— in some cases to have difficulty remembering some of these 
things. 
one Hopes. Well, with all of the tension and the strain I have had, 

nator—— 

The Cuarrman. I think that is quite natural, I am not complaining. 
I haven’t complained about, it. On the other hand, it may take 
some time to help refresh your memory. I think we are approach- 
ing the end of it. 

r. Hover. Let’s goon then. I will try to bear . 

The CHamman, age fairness, I confess it is difficult to under- 
stand how sums like $80,000 could be overlooked. I am sure most 
of us would be deeply impressed by sums of that kind. How much 
did your campaign cost when you ran for auditor? 
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Mr. Hoper. Oh, it didn’t cost too much. 

The CuarrMan. How much? 

Mr. Hoper. Maybe forty-five or fifty thousand dollars. 

The Cuatrman. It didn’t leave you in debt for that purpose? 

Mr. Hones. Sir? 

The Cuatrman. You didn’t owe anything as the result of that, you 
had plenty of money? 

Mr. Hopes. I had borrowed money on my home when I first ran 
for office. 

The Cuarrman. No one contributed to your campaign for running 
for auditor? 

Mr. Hoper. I had some donations, not much. 

The CuHarrman. Were you contemplating running for any other 
office 

Mr. Hopex. No, sir. 

The Cuarrman. And therefore you needed the money ? 

Mr. Hoper. No, sir. 

The CuarrMan. You weren’t contemplating running for Governor? 

Mr. Hopexr. No, that is some more of the newspapers’ ideas. 

The Cuarrman. You did intend to run for auditor again? 

Mr. Hopesr. I was nominated. 

The Cxamman. But you could give us no reason whatever why 
you followed this oeaitant of writing fictitious warrants? 

' Mr. Hoper. I cannot. I have tried in my own way thousands of 
times to try to work it out, but I don’t know. 

The Cuarrman. After cashing the May warrants, you later cashed 
additional warrants in June, September, October, and December; 
that was in 1955; January 1956 and April 1956. Do I understand 
in all of those, in your estimate, they amounted to about $600,000? 

Mr. Honer. That is right. 

The Cuarrman. That is the total overall, the overall total? 

Mr. Hopes. Yes. 

The Cuarrman. You selected the Southmoor Bank because Mr. 
Hintz was a friend of yours; is that right? 

Mr. Hoper. Yes. 

The Caarrman. How long have you known Mr. Hintz? 

Mr. Hoven. Several years. 

The Cuatrman. Ten years, five years? 

Mr. Hopen. Five or six. 

The Cuamman. Five or six years. What did you do for Mr. Hintz 
in return for his accommodating you ? 

Mr. Hopes. Not a thing. 

The Cuatrman. Did you help Mr. Hintz get deposits for the South- 
moor Bank? 

Mr. Honeg. No, sir; I did not. 

The Carman. I am advised a moment ago when I was asking 
about the increase of State deposits at the Elmwood Bank, that it 
was the Southmoor Bank that we had in mind. My question was rela- 
tive to the Elmwood. I wanted to ask you, did you ever talk to Mr. 
Hoffman; Mr. Elmer Hoffman about making deposits in the South- 
moor Bank? 

Mr. Hopex. No, I did not. 

The Cuarrman. You did not. 
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Did Mr. Hintz ever ask you to assist him in increasing the deposits 
of public funds in the Southmoor Bank? 

Mr. Hover. No; he did not. | 

The Cuarrman. Just to clarify this point, I think I will ask Mr. 
Wallace to read the testimony of Mr. Hoffman on this point. 

Mr. Wat.ace (reading) : 

Mr. Wa.tace. Did you increase the Southmoor— 
This is with reference to public deposits. 


Mr. HorrMANn. I think I did, yes. 

Mr. HALE. Do you remember the circumstances of that? 

Mr. HorrMan. No, I don’t remember, but I would say this, if they were in- 
creased it probably was at the request of Mr. Hodge. 

Mr. Wa.iAce. Mr. Hodge? 

Mr. HorrMAN. Yes, he did ask me on 2 or 3 banks if I would increase them. 

This is page 28. 

Again at page 56, several people had asked him to increase State 
deposits, and Mr. Hoffman said none of the others did, but Mr. Hodge 
did. 

Mr. Hopner. I don’t recall asking him about it. 

The Cuarrman. What did you do for Mr. Hintz? 

Mr. Hoper. I don’t think I did anything for him but hurt him. 

The Cuarrman. Did you employ Mr. Hoffman to work in the audi- 
tor’s office? 

Mr. Hopex. Yes, sir. 

The Cuatrman. When? 

Mr. Hoper. July, was it? 

The Cuarrman. Of 1955? 

Mr. Watuace. The year 1955. 

The Carman. Do you remember what salary you paid him? 

Mr. Hoper. I don’t remember. He was in charge of the, in charge 
of the surplus property accounts—I don’t recall, it is on the record 
there, I remember—— 

The Crarrman. I think the record shows you paid him $600 a 
month. Isthat about right? 

Mr. Hoper. That is right. 

Senator, I would like to tell you about his position so that you won't 
think that I didn’t do anything good. 

The Cuairman. You go right ahead. 

Mr. Hoper. As a member of the legislature, and as a ranking 
member of the committee that visited institutions, I found there were 
a lot of surplus properties that were not used, but were sitting around 
in these buildings, institutions. When I became the auditor, the 
inventory division, I fell heir to it, I discussed with the Governor a 
bill that would allow us to start this new inventory procedure and 
surplus-property group. In the first year—I wrote the bill—and in 
the first year we saved over—we found in surplus property over $3 
million, properties that had been lying idle from 10 years on down, 
that were surplus properties, that were not used by these departments. 
And under the law we took the properties and distributed it to other 


divisions that wanted it; if the division did not need it, or want it, 
we sold it at pares auction. I had Mr. Hoffman as one of the men in 


the office, and I am very proud of that part. There were other things 
that I did that were good, believe me. 





ILLINOIS BANKING SITUATION 349 


The Cuarrman. Mr. Hodge, did you keep a record of the warrants 
that you sent to Mr. Hintz to cash ¢ 

Mr. Hoper. No; I did not. 

The Cuarrman. How were you able to tell whether or not you 
received full credit? 

Mr. Hoper. I think Mr. Hintz had some kind of a record. I don’t 
know whether it was accurate or not. 

The Cuarmman. Did he ever give an accounting to you of the 
money ? 

Mr Hopver. He wouldn’t give it to me. He would give it to Mr. 
Epping. 

hie Ciatatmaca st. Give it to whom? 

Mr. Hoper. Give it to Mr. Epping, occasionally. 

The Cuarrman. Did Mr. Epping audit that account ? 

Mr. Hoper. I don’t know. I don’t know. 

The CuarrmMan. Did you ever get a report as to what happened to 
the money that you gave to Mr. Hintz? 

Mr. Hoper. No. If I would draw a check against the account, and 
there wasn’t any money in there, I would put some of my own in there 
to take up that account. 

The CuarrMan. But did you have any way of knowing how much 
cash was being held for you at any one time? 

Mr. Hoper. No. I didn’t keep an accurate check of it at all. 

The CuarrmMan. Was there anything to prevent anyone, or Mr. 
Hintz, from using it for his own purposes? 

Mr. Honer. No; there wasn’t. 

The CHamman. Do you know whether or not he did use any of it 
for his own purposes ¢ 

Mr. Hopex. Iam sure he didn’t. 

The Cuatrman. Why are you sure? 

Mr. Hoper. Because I think he is a gentleman, and would not. 

The CHarmman. You made no check; there has been no audit? 

Mr. Hoper. No. 

The Cuarrman, Did you keep any record of how many checks you 
wrote against the fund ¢ 

Mr. Hoper. No; I did not. 

The Cuamman. You did not? 

Mr. Hoper. No. 

The CuarrmaNn. How could you tell how you stood if you didn’t keep 
your own check ? 

Mr. Hoper. I told you, if I was short—a check would come in, and if 
I were short I would put the money in out of my pocket or out of my 
company. 

The Cuamman. You never knew you were overdrawn until you 
were overdrawn ; is that right? 

Mr. Hoper. That is right. 

The Cuarrman. Did you have any ulteridr motive for not keepin 
records? Were you afraid the Internal Revenue might be interested ? 

Mr. Hopes. T was not. 

The Cuarmman. You were not. Why didn’t you like to keep rec- 
ords? Other business people keep records. : 

Mr. Honer. I kept a record of my business. 

The Cuarmman. Personal records, I mean. 
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Mr. Honer. Well, I don’t know. I was busy with trying to do 
a lot of other things. I thought that account was in shape, but I 
learned later that it wasn’t. 

The Cratrman. Can you estimate how much money you spent for 
your personal expenses during the past year? 

Mr. Hoper. I couldn’t do that. 

The Cuamman. You couldn’t estimate it? 

Mr. Hoper. No, sir; I have no idea. 

The Cuatmrman. Did you maintain more than one home? 

Mr. Hoper. Well, under the law you had to have a home at Spring- 
field. That is the law. 

The Cuatrman. What law? Is that a State law? 

Mr. Hoper. State law. 

The Cuatrman. Did you have a house there? 

Mr. Hoper. I had a house there. I had two rooms at the Drake, 
which I kept permanently, which has been written up many times and 
given, built up to a point that I would be afraid to go in there myself. 
But those are the—then I, of course, lived at Granite City. 

The Cuairman. Lived at Granite City. 

Mr. Honex. My home; my wife and family. 

The Cuatrman. Did you buy any stock other than the bank stock 
we have mentioned with the money you received from the warrants?! 

Mr. Hoper. I bought quite a bit of stock. 

The Cuarmman. What? 

Mr. Hoper. I bought several stocks; yes, sir. 

The Crarrman. What, for example? 

Mr. Honee. I don’t recall just offhand any particular one. It is 
all in the record, though. 

The Carman. These stocks that you bought on the exchange! 
Were they registered, trading stocks on the stock exchange? 

Mr. Hoper. Yes, sir. 

The Cuarrman. American Telephone, General Motors? 

Mr. Hopes. Not those two; no. 

The Caarmman. What? 

Mr. Honer. I didn’t buy those two. 

The Cuatrman. What kind did you buy? Can’t you remember? 
- you remember what you didn’t buy, you might tell us what you did 

uy. 

Mr. Honer. I bought some Reading, I bought several—I don’t recall 
offhand. You have that list, I am sure. 

The Cuarmman. Did you normally lose or make money on your 
investments on the exchange? Did you lose large sums of money 
buying and selling stocks ? 

Mr. Hoper. No; I don’t believe I lost large sums. I invested some 
money in some real estate, farms and things like that, that were not 
good investments. 

The Cuarrman. If I understand it correctly, I am sure I don’t 
understand it, the accounts I have seen in the papers, they estimate a 
million and one-half, but you returned $600,000. that mean 
that they are alleging at least that there is a deficit of eight or nine 
hundred thousand dollars? Is that what they say? 

Mr. Hopner. I don’t know what they say. I haven’t read the papers, 
Senator, or listened to a news broadcast. I don’t know. Under the 
doctor’s orders, I have been forbidden to. I haven’t read the news- 
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papers. All I hear is some of the things that the papers have said 
about me. I don’t know what it is. 

The Cuarrman. Did you give any of this money to anyone else to 
pay them for their cooperation ? 

Mr. Hopes. No, sir. 

The Cuarrman. Did you give Mr. Epping anything? 

Mr. Hoper. No, sir. 

The CuHarrman. You said you were in the insurance business. Is 
that an old business you had a long time? 

Mr. Hover. Over 30 years. 

The Cuatrrman. How large was that business? 

Mr. Hopex. Well, it was a good business. 

The Cuamrman. Good business? 

Mr. Hoper. Yes, it was. 

The Cuarrman. Did you make money out of that ? 

Mr. Hoper. Yes, sir. 

The Cuarrman. What else did you have before you came to public 
office ¢ 

Mr. Hoper. We were in the building business, built many homes in 
that area. 

The Cuatrman. Who is “we”? 

Mr. Hoper. My wife and I. 

The Cuarrman. You and your wife. 

Mr. Hover. Our company. 

The Cuarrman. Was this money your money that started the Hodge 
Acam or your wife’s? 

Mr. Hoper. Well, some of it was mine, but she invested a great deal 
of hers in it, properties and buildings. 

The Cuarmrman. That business is in Granite City? 

Mr. Hoper. Most of it, yes, sir. 

The CHarrmAn. Is it a partnership or a corporation ? 

Mr. Hoper. It is owned by me, the Hodge Agency. 

The Cuamrman. You get all of the profit from it? 

Mr. Hoper. Yes, sir. 

The Cuarrman. Who ran it while you were in public office? 

Mr. Hover. We have a staff of 9 or 10 people. there running it. 

The CHART How much did you normally receive from the 
agence 
a Hoper. Well, I imagine about 35 to 35 thousand dollars net a 
year. I think I paid a lot of income tax several years; property that I 
sold. 

The Cuarrman. What connection, if any, did you have with Mer- 
cantile Mortg: Co. 

Mr. Hopes. Tose the president of the Mercantile Mortgage Co. at 
one time. 

The Cuatrman. Did you run it? 

Mr. Hopes. For a short time. I sold it. 

The Cuatrman. Did you own it? 

Mr. Honex. We were the principal stockholders, my wife and I. 

The a And you sold it? 

Mr. Hopes. Oh, many years ago. 

The CHAIRMAN. What real estate did you own? 

Mr. Hoper. Oh, a lot of it. It is all turned over to the State now. 
= Cratrman. All of it has been turned over to the State? 
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Mr. Honer. Absolutely, everything that I have. 

The Cuarrman. When you first ran for statewide public office, did 
you own securities then ? 

Mr. Hopee. Yes, sir. ; ? 

The Cuamman, Other than this family business? 

Mr. Hopeg. Yes, sir. 

The Cuamman, You owned stocks? 

Mr. Hoper. Yes, sir. 

The Cuamman. Can you remember any of those that you owned? 

Mr. Hoper. Oh, not offhand I don’t recall. The records will show 
which ones they were. : 

Mr. Watuace. Did you purchase the stocks generally for investment, 
to hold a long time, or for speculative purposes? In other words, 
anticipating a quick : 

Mr. Hoper. No; I held them for long-term gain. 

The Cuarrman,. Long-term gain? 

Mr. Hopee. Yes. 

The CHarrman. Who advised you when to way and to sell securities 
and which ones to buy. Did you have a broker? 

Mr. Hopex. No; I more or less looked the market over myself. I 
didn’t have any particular broker. 

The CHarrMAN,. You didn’t have an investment counselor ? 

Mr. Hoper. No. 

The Cuarrman,. Did you use the money you received from these 
warrants to purchase any of the stock? 

Mr. Hopes. Yes, sir. 

The Cuamman. You did? 

Mr. Hoper. Yes. 

The Cuarrman. It has all been—— 

Mr. Hopes. It has all been turned over to the State, those stocks. 

The Cuarrman. Where is the Esquire Apartment Hotel? 

Mr. Honegz. Fort Lauderdale, Fla. 

The Cuarrman. Did you purchase or build it? 

Mr. Hope. I built it with a partner. 

The Cuatrman. Did you build it from funds that you obtained 
from these warrants? 

Mr. Hopee. No, sir. Originally it was built from funds obtained 
on a mortgage, and funds of my wife’s and my own, the origina] build- 
ing. 

The Cuamman. How much did it cost. 
Mr. Hoper. At that time I think we had an investment of about 
$175,000. 

The Cuairman, Well, that is a misapprehension on the part of 
someone. I understood it cost about ‘$00. 

Mr. Hoper. I said at that time, Senator. 

The CuHarrman. What time? 

Mr. Hopex. At the time we built it. 

The Cuarrman. You built it? 

Mr. Hopes. Yes, sir. We added onto it since that time. It sprung 
from a 10-apartment to a 44-apartment building. 

The CratrmMan.. You originally put how much, $145,000? 

Mr. Hopeer. I think it was that amount. 


The Cyarmman. You then increased your investment to what, 
$600,000 ? 
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Mr. Hopee. It ovat to be worth more than that; yes, sir. 
The Cuarrman, That is about what you put in it? 
Mr. Hoper. More than that, I believe. 
The Cuarrman. None of that money came from these warrants? 
Mr. Hover. I said some of it did. 
The Cuatmrman. How much did? 
Mr. Hoper. I don’t know. 
The Cuarrman. Well, $200,000 do you think? 
Mr. Hoper. Probably. 
The CuarrMANn. Has that been turned over to the State? 
Mr. Hoper. Yes, sir. 
The Cuamman. Who put up the money to build that building, or 
did you borrow it, or what? 
Mr. Hover. Borrowed it from a life-insurance company; the orig- 
inal loan. 
The Cuarrman. What life-insurance company ? 
Mr. Hover. Acacia, Washington. 
The Cuarrman, Any private people interested in it? 
Mr. Honer. No, sir. 
The CuHarmMan. You were the sole owner? 
Mr. Hoper. I originally had: a partner, I bought him out. 
The CuarrmMan, Who was he? 
Mr. Hoper. A fellow by the name of George Ehret. 
The Cuamman. Where is he? 
Mr. Hopex. A fellow I knew at Belleville, Tl., for years. 
The CrarrMan. No one else had any investment in that building? 
Mr. Hopnexr. No, sir. I am glad you brought that up. There was 
no one else that had any money in it, any hoodlums or any persons 
except my wife and I, and Mr. Ehret. There were no Neodl mts that 
stayed at my apartment. There were no, I am sure of that, and I had 
no matters at all with any of them. T want that in your record, 
Senator. 
The Cuarrman. It is there if you put it there. 
Mr. Hopex. I put it there for that reason, 
The CuarrMan. Was the title of the Esquire Apartments in your 
name ¢ 
Mr. Hoper. In the company? 
The Cuamrman. What company? 
Mr. Hover. Called the Debra Corp., and the stock. was owned by 
my wife.: 
The Cuaurman. By your wife? 
Mr. Hoper. Yes,sir. She turned it over to the State. 
The Cuarrman. Did you purchase stock in J. H. Adamson, Inc., 
with money from the warrants ? 
Mr. Hoper. No, sir. I have had that stock, Adamson Co., for 
The Cuamman, How long? 
Mr. Hover. Twelve or fourteen years, I don’t exactly know. It is 
an old company. 
The Cuarman. How many stockholders did that corporation have? 
Mr. Honor. Six or seven. 
The Coarmman. Who were they ? 
Mr. Hover. Well, my brother-in-law, niy wife, Mr. Adamson, and 
aman by the name of Tom Berry, who had 50 shares. 
The Cuatrman. Who is he? 
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Mr. Hopez. Well, he has been talked about many times in the news- 
papers. Mr. Berry is from Belleville, Ill., and I have known him 
for many years. Wesold his father and himself and his other brother 
insurance. He is supposed to be a hoodlum. I can tell you this, and 
I checked it, he has never been arrested that I know of, but he is 
supposed to have some connection with the hoodlums. __ 

Now, it has been 10 years ago he had 50 shares of this stock. He 
ran a supper club around Belleville that I attended, went there occa- 
sionally. I knew him asa friend. 

The Cuarmman. What was that place you went to? 

Mr. Hone. I can’t recall the name of it now. 

Mr. Wattace. Was that the Club Royale? 

Mr. Hope. Thatisthenameofit. _ . 

Senator, you have been in Hot Springs, I know, and Little Rock, 
and this was a place similar to some of the places in Hot Springs 
where they had entertainment and good food. I was there at times 
with Mrs. Hodge to eat. But, as far as I know, this fellow Berry, I 
had no connection with him, except he owned that stock, and I think 
he sold it many years ago, several years ago. I don’t know when. 

Mr. Wautace. You were a partner, costockholder with Mr. Berry 
in the J. H. Adamson & Co. ? 

Mr. Hopee. That isright. He had 50 shares. 

Mr. Wautace. How many stockholders were in that corporation? 

Mr. Hopes. I just said 5 or 6. walla’ | 

Mr. Watace. Did you own a share of a building in Granite City 
at 19th and State? 

Mr. Hoper. Yes; I owned half of it. 

Mr. Watuace. Did Mr. Berry own any part of that? 

Mr. Honez. No, sir. 

Mr. Watxace. 1 think you stated awhile ago that you insured some 
of Mr. Berry’s properties. 

Mr. Hopee. fhe home, and I think he had a place of business years 
ago that I insured. 

Mr. Wattace. Is the Club Royale open now? 

Mr. Hopee. I don’t think so. 

Mr. Wattace. You don’t recall the occasion of its being closed? 

Mr. Hoper. No;I don’t. It hasbeen years ago. 

Mr. Wattace. Was that the club where there was a shooting which 
caused it to be closed ? 

Mr. Hoper. I don’t know that. If it was, it is beyond me. 

Mr. Wattace. Was there gambling at the club? 

Mr. Hoper. I never gambledthere. I wouldn’t know. 

Mr. Watiace. Was there gambling at the club? 

. Mr. Honer. If there was, I didn’t go there to gamble. I wouldn’t 
now. 

Mr. Watxace. Your feeling is that you do not think that Mr. Berry 
is a hoodlum, as you put it. You don’t feel that. You feel he is a 
fine man and he isa close associate of yours? a 

Mr. Hoper. No; he is not a close associate of mine. I didn’t say 
that. I didn’t say he was not a hoodlum. I say they have said he is 
connected with them. I say if he is, I didn’t know it. I don’t know 
whether he is or not. He is not a close associate of mine. I know 
him, and he seems to be a fine person. That is all I know about him. 
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Mr. Wautace. Did he ever pay your bill at the Drake Hotel when 
you and your wife were staying there ? 
” Mr. Hover. Pay my bill? 

Mr. Watiace. Yes. 

Mr. Hopee. No, sir. 

Mr. Watuiace. May 5, May 8, 1951. 

Mr. Hover. Well, I don’t know. That isa long time ago. 

Mr. Wattace. It may have been, but you don’t recall ? 

Mr. Hopes. Thatisright. Idon’t remember if he did. 

Mr. Watiace. On January 31, 1956, did you try to call Mr. Berry 
in Las Vegas at Dudley 4243? 

Mr. Hopes. I may have, I don’t know. 

Mr. Wautace. Did you call him the next day and reach him? 

Mr. Hoper. I don’t recall. 

Mr. Watuiace. You don’t recall having talked long distance with 
Mr. Berry ? 

Mr. Hoper. What is the date, Ist of July? 

Mr. Watxiace. January 31, 1956. 

Mr. Hopeg. I don’t remember if I did or not. 

Mr. Wattace. Do you know what interest Mr. Berry has in Las 
Vegas? 

Mr. Hoper. No, sir; Ido not. I have never been to Las Vegas. 

Mr. Wautace. Does Berry have a daughter living in the Thieago 
area ¢ 

Mr. Honee. Yes, sir. 

Mr. Wattace. What is her name? Joyce Pogano? 

Mr. Honor. Yes. 

The CuarkMAn. Mr. Hodge, we were speaking a moment ago of the 
ledger which Mr. Hintz kept, in which Mr. Hintz kept the transactions 
of the warrants; that is, he is presumed at least to have entered all of 
the warrants that you sent to him for cashing and also all of your 
checks. Do you have any objection to this committee obtaining pos- 
session of that ledger? 

Mr. Hover. No; I haven’t. 

The Cuarrman. As far as you are concerned, you would be more 
than willing for us to have itt 

Mr. Hopee. That is right. I don’t know how accurate it is, what it 
is, what it looks like. You are perfectly welcome to have it. 

The Cuarrman. Mr. Schlitz testified this morning that it was his 
understanding that all the transactions involving your funds that 
were derived from these warrants were entered in there as deposits, 
and all of the personal checks you wrote against the fund were also 
entered in there, and I think the committee ought to have possession 
of that'ledger. ~ 

As far as you are concerned, you have no objection ? 

Mr. Hoper. I haven’t. I don’t know why you want it. You can 
have it if you want it. 

The Cuarrman. Until we can get it, we don’t know whether we want 
it. We want to see what is in it. 

Mr. Hover. I would like to see a copy of it myself. 

The Cuarrman. It might help clarify this discrepancy, what. you 
believe to be a discrepancy, as to the amounts which were actually 
cashed and the amounts that have been allegedly cashed. I don’t 
know anything. Wherever there is such a atutadial difference of 
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opinion about a significant part of the testimony, it seems to me we 
ought to see if it doesn’t 

Mr. Hoper. I would like to see it, too, Senator. 

The Cuarrman. Mr. Hodge, I understand that it has been the eus- 
tom for one of the large banks in Chicago to send an employee down 
to Springfield to help run the auditor’s office. Is that correct? 

Mr. Honee. No, sir. 

The CHarrMan. It is not? 

Mr. Hope. No, sir. That is the treasurer’s office. That is an in- 
correct statement. 

The Cuairman. I don’t state it as such. I don’t know. I under- 
stood that. I was informed this was a custom, not just for you. 

Mr. Hopver. That has never occurred that I know of. 

The CHarrman. It has never occurred ? 

Mr. Hoper. Frankly, I wish they had sent somebody down in my 
case. 

The CHarrMAn. Let’s straighten it out. It is your understanding 
that a representative from one of the big banks does go to the treasurer’s 
office ? 

Mr. Hoper. That is true. 

The CuarrmaAn. Does he have anything to do with the processing of 
these warrants ¢ 

Mr. Hoper. Not that I know of. 

The Cnarrman. You believe maybe it would be a good practice to 
do it in the auditor’s office, do you ? 

Mr. Hoper. Well, if 1 had to do it over again, I would certainly 
have somebody watching my accounts. 

The CHarrman. Was Mr. Epping an employee of the State of 
Illinois ¢ 

Mr. Hover. No, sir. 

The CrHarmman. What was his status, if he wasn’t an employee of 
the State of Illinois ? 

Mr. Hoper. He was employed by a certified public accounting firm 
that was employed by the auditor, State auditor, to do some auditing 
and manage the office. 

The Cuarmman. He was employed then by you as the auditor, not 
by the State, is that correct ? 

Mr. Hopegr. Yes. 

The CuamrmMan. What did you pay him? 

Mr. Hoper. I paid the firm, and I think a thousand dollars a month. 

The Cuarrman. Was Mr. Epping responsible to you or to his firm? 
Who was his immediate superior? Was it you? 

Mr. Honer. I would say so, yes. 

The Cuarrman. Did he supervise the employees of the State? 

Mr. Hover. Well, yes; in certain instances, yes. 

The CHamrman. Do you think that is a sound administrative ar- 
rangement, to have one who is not an employee of the State with 
supervisory authority over employees of the State # 

Mr. Honer. Well, it is to be argued both ways, I guess. 

The CHarrMAN. Which do you think?’ What would be your judg- 
ment ¢ 

Mr. Honer. I never thought of it that way. I don’t know. 

The CHatrman. I think, Mr. Hodge, it is now 5 o’clock, and we 
should recess until 9:30 in the morning. If we succeed in getting this 
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ledger, and one or two other things, we will have a few more questions. 
[ don’t think you will be very much longer. 

self. I am sure you are. 
in the morning. 


I am getting tired my- 
So I think we will recess now until 9:30 


(Whereupon, at 5 p. m., the hearing was recessed until 9:30 a. m., 
Tuesday, October 9, 1956.) 
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ILLINOIS BANKING SITUATION 


TUESDAY, OCTOBER 9, 1956 


Untrep Srates Senate CoMMITTEE 
oN BaNKING AND CURRENCY, 
Chicago, Ill. 

The committee met, pursuant to recess, in room 209, Federal Court 
Building, at 9:45 a. m., Senator J. W. Fulbright (chairman of the 
committee ) renin 

Present: Senator Fulbright. 

Also present: Robert A. Wallace, staff director; Donald L. Rogers, 
counsel; Matthew Hale, counsel; J. H. Yingling, chief clerk; and 
James B. Cash, Jr., staff member. 

The Cuarmman. The committee will come to order. Will you bring 
in the witness, preset. 

Orville E. Hodge thereupon resumed the stand and, having been 
previously duly sworn, was examined and testified further as follows: 


TESTIMONY OF ORVILLE E. HODGE—Resumed 


The Cuamman. Mr. Hodge, now that you have had overnight to 
refresh your memory, there are 1 or 2 aspects of your testimony 
which leave questions that are unanswered, and I would like to revert 
to. them. 


You said yesterday that you have returned appearinately $600,000 


of $1,300,000 which you took from the State. at leaves somewhere 
in the neighborhood of six or seven hundred thousand dollars that has 
not been returned, if I understand what you said yesterday properly. 

That is a very large sum of money for one individual to spend in 
the short eine of 21% years. That is at the rate of approximately 
a quarter of a million dollars a year. You cannot see have for- 
gotten what you did with that money in so short a time. A/fter all, 
this was just a year ago. 

If you can tell us clearly and concisely what you did with that 
money, I think we can conclude this testimony in short order. 
Wouldn’t you like to help us clarify that problem ? 

Mr. Hoper. I can tell you, Senator, as I did yesterday, I have no 
written document. showing where these funds were spent, but I can 
enumerate some of them and I will be happy to do that. 

The Carman, All right. 

Mr. Hoper. I think that at the hotel at Fort Lauderdale that at least 
$200,000 was spent, leaving then $400,000. There was an interest in a 
small loan company that I spent $75,000 for. I spent $60,000 ona farm. _ 
[| spent over a hundred thousand dollars for an airplane, airplanes. 
These have all been turned over to the State. That total now, and 
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you have been making it there, Senator, if you will tell me what it 
is 

The CHarrman. I wasn’t clear on the first item. Should it be two 
or four hundred thousand! I wasn’t clear. 

Mr. Hoper. $200,000. 

The CoarrMan. Well, that is $435,000. 

Mr. Hoper. Leaving $175,000. 

The Cuarrman. You are making progress. Goahead. That is the 
money that you turned back to the State, isn’t it ? 

Mr. Honce. I have. 

The Carman. What I was asking you, what happened to the 
_ six or seven hundred thousand dollars? What did you do with 
that ¢ 

Mr. Hopes. I gave it back to the State in cash. 

The Cuarrman. Maybe Mr. Rogers can help clarify it. 

Mr. Rocrrs. Wouldn’t you add m there $235,000 for the Elmwood 
Bank stock ? 

Mr. Hoper. That went back in as cash. 

That balances it up. In other words, there is $175,000 now that you 
would like for me to tell where it went, is that right ? 

Mr. Rogers. That is right. 

The Cuarrman. Do I understand that your theory is that you took 
$600,000 or $700,000, and then you took another $600,000 to pay that 
$600,000 ? 

Mr. Hoper. That is right. 

The Cuarrman. That still leaves $600,000 that isn’t accounted for. 

Mr. Hopes. I just gave you those amounts. 

The Cuarrman. Mr. Hodge, my arithmetic is rusty, but I have diffi- 
culty following that because there is still another $600,000 that isn’t 
accounted for. 

Mr. Hover. What is the total all together in your estimation ? 

The CuarrMan. It isn’t my estimation. The various officials, some 
of the official estimates, growing out of the State action, are that all 
together some $1,300,000 in false warrants, if you like, had been cashed. 
In round numbers you have returned $600,000. You say $528,000, 
but we will say roughly $600,000 back to the State. ere is the 
balance ? 

Mr. Hoper. I just gave you four-hundred-some-odd-thousand of tha 
balance. 

The Cuarrman. That isthe balance that was returned. 

Mr. Hopgr. No, sir, cash put back in the State of this $600,000. 
That is back. 

Mr. Rocers. Is what you are saying that the $600,000 that you paid 
back in June 

Mr. Hoper. Yes. 

Mr. Rocers. There was something like $300,000 of that, from the 
Elmwood Bank ? 

Mr. Honeg. It doesn’t matter where it is from. It leaves a balance 
of approximately $600,000 in ny estimation. I am now telling you 
where that $600,000 was spent. [sn’t that true? It is not, the figures, 
if you will put it down, that is all it is. 

Mr. Rocers. I think that the chairman finds the story a little bit con- 
fused, about separating the two amounts of $600,000. He would like to 
know where the $600,000 that you returned came from. 
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Mr. Hopes. That was cash and the sale of the Elmwood Bank 
stock. 

Mr. Rogers. $300,000 of that was 

Mr. Hover. Andeash. That makes $600,000. 

The Cuamman. Where did the cash come from, in addition to the 
$300,000 from Elmwood Park? 

Mr. Honer. It was cash that I had. Doesn’t that figure $600,000, 
plus what I have told you of the investments which I have turned 
over to the State? It leaves now only a balance of $175,000. Is that 
clear to you, Senator? 

The Cuarrman. No; I confess it isn’t clear to me. I hadn’t given 
special attention to this item, but if you took altogether $1,200,000 
or $1,300,000, and you returned $600,000, you invested, out of that 
31,300,000, $435,000 in these various properties 

Mr. Hopexg, That is right. 

The Cnatrman. I guess you should have added to these the $300,000 
you invested in the bank, That makes $735,000 right there. You 
have liquidated these various properties, I assume, and you have re- 
turned them, so you returned $735,000. Did you turn over the 
Lauderdale Hotel, the small loan, the farm, the airplanes, all to the 
State ? 

Mr. Hone. Yes, sir. 

The Cramman. Were you credited with ‘the values that you gave 
me! 

Mr. Hoper. They are liquidating them now; yes, sir. 

The Crarrman. In other words, that was calculated by them to 
add up to this $600,000 ? 

Mr. Hopex, That is right; yes, sir. 

The Cuarman. If you returned $300,000 additional cash, in addi- 
tion to the Elmwood loan, that would make a million dollars; wouldn’t 
it? 

Mr. Honex. That is right. 

The Cuamman. Why is it that everything that we read says you 
owe $600,000? I am not personally stating this; I am just repeating 
what is certainly common knowledge here, that you still owe 
$600,000. 

Mr. Hover. Well, by turning over these assets they will make up 
that $600,000. 

The Cuarrman. Well 

Mr. Roeers. In other words, you paid in June of this year 

Mr. Hoper. Approximately $600,000. 

Mr. Rocers. That is right, $600,000; $300,000 of Elmwood, plus 
$300,000 that you got from the sale of stock and other investments. 

Mr. Hoper. That is right. 

Mr. Rocrrs. Plus that, you turned over your-—— 

Mr. Hoper. Everything that I have, and that my dear wife has. 

Mr, Rogers. That is right, to be credited against the balance due? 

_ Mr. Hover. That is right. I think it will far exceed what I owe the 
— I am praying that it will, so that my wife will have something 
to live on. 

The Cuarmman. That hotel—— . 

Mr. Hopex. Also, I can recall now, as my ae are cleared, that 


I turned over my home that you were in in Springfield, you and 
the—— 
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The CuarrMan. Was there a mortgage on that? 

Mr. Hoper. There was a mortgage of $18,000. These gentlemen 
were in my home when I was sick in bed. They came there, and I was 
happy to talk to them then. Is that so, sir? 

Mr. Rogers. That is correct. 

Mr. Hoper. I would say that that home should sell for $45,000, 
making at least $30,000 clear that the State will get. 

The CHarrman. How much mortgage is on that hotel at Fort 
Lauderdale? 

— a $200,000. 

e Cuarrman, That is the mo ‘ 

Mr. Hopeg. Yes, sir. on 

The Cuamman. Who is the mortgage to? 

Mr. Hopeg. It is to—— 

The Cuarrman. Is that to the Southmoor Bank? 

Mr. Hopes. No, sir. I didn’t have the mortgage with the South- 
moor. 

The Cuarrman. Did that belong to you? 

Mr. Honex. It belonged to my wife. We talked about that yester- 
day, the Debra Corp., and she was the—— 

The Cuarrman. I have been told since yesterday that your wife is 
contesting your right to turn it over. In other words, contesting the 
right of the State, or your right, to return it to the State. Is that 
correct ? 

Mr. Hoper. No; I don’t think that is correct. 

The Cuarrman. I believe she told the members of the staff that was 
her reaction. 

If I may ask, Mr. Wallace, did you have a statement—— 

Mr. Watxace. I have a statement on this phase of this mortgage, 
which I think might be cleared up at this point. When was that 
$200,000 mortgage taken, Mr. Hod 

Mr. Honor. The early part of this year. 

Mr. Wauuace. May of this year? 

Mr. Hopes. Yes. 

Mr. Watxace. That was for $200,000? 

Mr. Hopar. Yes, sir, 

Mr. Watuace. I believe you told us when Mr. Rogers and I talked 
with you at Springfield that you used this money to pay off some 
several obligations you had with respect to that mortgage 

Mr. Hopex. That is right. I paid the original mortgage off and 
other notes against the property, so that it was a first mortgage. 

“me Watiace. But you say there was no mortgage at the South- 
moor 

Mr. Honer. Now? No, sir. 

Mr. Watiace. Ever? 

Mr. Hopner. I didn’t say ever. I think there was a temporary mort- 
gage, a construction loan mortgage at one time, which I paid back. 

‘ ae Watiace. You say there was no mortgage at the Southmoor 
an 

Mr. Hoper. Yes, sir. 

Mr. Wattace. But your wife told me she made monthly payments 
of eight-hundred-some dollars a month to the Southmoor Bank on 
that mortgage. Where did that money go, Mr. Hodge? 
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Mr. Hopez. That was on the construction loan that we had at one 
time. When we made the new loan of $200,000, we paid all of the loan 
off. There was no—nothing but the one mortgage. 

Mr. Wattace. Did you use any of the money from this $200,000 to 
repay the State? 

Mr. Hopeg. I don’t believe I did. 

Mr. Wauiace. You got it in May, and this is the same time—— 

Mr. Hopner. I believe, yes, there was a balance due. 

Mr. Waxxace. You mean after you paid it off ? 

Mr. Hover. Yes. There was, and it went into the Hodge Agency 
and then to the State. 

The Cuamman. Mr. Hodge, when you sent your warrants to the 
Southmoor Bank, did you always endorse them, or did you tell Mr. 
Hintz to endorse them ? 

Mr. Hones. I didn’t endorse any of them. 

The CuatrmMan. You did not? 

Mr. Hopeg. No. 

The Cuarrman. Did you tell Mr. Hintz to endorse them ? 

Mr. Hoper. I didn’t tell Mr. Hintz. That was all handled by Mr. 
Epping. 

Tha Cotas, Did you tell Mr. Epping to endorse them ? 
Mr. Hoper. Yes; I did. 
The Cuarrman. Yesterday Mr. Schlitz testified that on some oc- 


casions, well, I will read it to you, starting at page 489 of the original 
transcript : 


Mr. Scuutrz. All right. We wouldn't recognize it. Say the check were drawn 
on another Chicago bank and it were on some company and the signature on the 
bottom was a forged check—was a forged signature. 

The CHAIRMAN. Yes. 

Mr. Scuutrz. All right. That’s a forgery on the maker of the check. It 
would go to that particular bank. The signature payer would get it, see that 
it was wrong, and it would come back through to us. We would charge it back 
to the endorser of the check. 

The CHAIRMAN. I see. Now, then, in this case these checks were endorsed 
by whom? 

Mr. Scuuirz. The checks were endorsed in part—and that’s because I only 
saw it happen once or twice to my knowledge—Carolyn Marshall typed the type 
written endorsements that are on the back of there—were put on there by her 
typewriter. 


The CHAIRMAN. Oh. She endorsed them? 

Mr. Scuurrz. Not all of them. I don’t know if she endorsed all of them. 
There are one or two instances I know she called me and said Mr. Hintz wants 
you. I went there and he said, “Wait a minute.” And Carolyn Marshall had 
a check in her typewriter, and she handed the check to him, and he in turn 
handed the check to me. What amount it was, who it was payable to I don’t 


know. 

That is very clear testimony that some of these warrants were en- 
dorsed by the secretary of Mr. Hintz. Do you think that in view of 
that that this committee should be expected to believe that Mr. Hintz 
didn’t know that these warrants were fictitious and that you were 
thereby, by this means, taking the money of the State of Dlinois? 

Mr. Hoper. I haven’t any opinion on whether or not he knew or 
not. Idon’t know. 

The CHarrman. You called Mr. Hintz from time to time on the | 
phone and told him Mr. Epping was coming there with a certain 
amount of warrants, didn’t you ? 

Mr. Honar. I believe I did, yes. 
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The Cuamman. Yes, and Mr. Epping brought these checks, and 
apparently, according to Mr. Schlitz, some of them were not en- 
dorsed. Mr. Hintz endorsed them. Did you tell Mr. Hintz that he 
had authority to endorse them ? 

Mr. Hoper. I never discussed it with Mr. Hintz. 

The Cuamman. You really don’t expect this committee to believe 
that Mr. Hintz didn’t know what you were doing with thesechecks, 
do you? 

Mr. Honeer. I never asked you to believe that, Senator. This is 
the first time we have ever talked about it. I never claimed anything 
about Mr. Hintz or what he did. 

The CHarrman. Well, as reasonable men, you don’t believe Mr. 
Hintz didn’t know what was going on, do you ? 

Mr. Hopes. I haven’t any opinion on that. 

The Cuarrman. As an auditor and a lawyer, you know that those 
false endorsements by Mr. Hintz rendered the bank liable; don’t 
you? 

Mr. Honer. I suppose it did. 

The CHarreman. Yes. That is the crux of the matter. Here was 
an official of the bank rendering that bank liable, which might well 
break the bank, which would have made the FDIC liable; wouldn’t it? 

Mr. Hoper, That is right. 

The Cuarrman. Did you ever tell Mr. Hintz that you were fol- 
lowing this procedure merely to collect your customary cut from people 
who do business with the State? 

Mr. Hoper. No; I don’t believe I made that kind of a statement. 
That would be out of the ordinary to make that statement. 

The CHairman. This procedure was very out of the ordinary. 

Mr. Hoper. I understand that, too, Senator. I don’t believe I 
would make that kind of a statement. 

The Cuarrman. Tell us what kind you did make. 

Mr, Hoper. I don’t recall making many statements to Mr. Hintz 
about this affair at all. 

The Cuarmman. Do you recall that you had no agreement of any 
kind with Mr. Hintz? 

= Hoper. We never discussed it very often. I don’t think we did 
at all. 

The Cuamman. Mr. Hodge, you know that we can’t accept that. 
No one can accept that on a business of this size, even if it was much 
less than this. People don’t: do honest business without some: kind 
of an agreement. rtainly they wouldn’t do this kind of business 
without an understanding. I don’t know why you aren’t more coop- 
erative and tell the committee—— 

Mr. Hoper. I am telling you as much as I know about it. I never 
had any agreement with him. 

The Cuarman,. Are we to assume that it is customary in this State 
for businessmen who do business with the State to pay bribes to 
State officials? Was it so customary that Mr. Hintz did “this as « 
matter of course? 

Mr. Hopen. Well, let Mr. Hintz answer that. I don’t know. 

The Cuarrman. Could it be that Mr. Hintz just assumed this was 
the customary practice, and he was just cooperating with you in order 
to help you? 
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Mr. Hone. I don’t know what Mr. Hintz had in his mind any more 
than you do. : ites 

The CuarrMAn. Do you think you could have done this with anyone 
other than Mr. Hintz? 

Mr. Hopeg. I don’t know. 

The CuairMAn. Do you think you could have? 

Mr. Honeg. I don’t know. 

The Carman. Did you ever try? 

Mr. Honer. No; I didn’t. 

The Cuamman. Why didn’t you try peboey else? It took no 
agreement or anything else. You sent the checks up. Why didn’t 
you try the First National or the Continental or the Elmwood? You 
had a big stockholding in Elmwood. 

Mr. Hover. You are asking me a lot of questions, Senator, that I 
don’t. know the answer to, or I never had any reason to try, and I 
don’t know why you are asking me that kind of a question. 

The Cuatrman. You are the only man that does know the answer. 
Nobody else can tell the committee why you did this, and no one else 
can tel] us what your connections or agreements with Mr. Hintz were, 
except Mr. Hintz. He will have an opportunity to tell us. 

Mr. Hoper. That is right. 

The Cuarrman. I thought you would want to tell this State, and 
this committee, exactly what happened. 

Mr. Hoper. I have told everything that I can. 

The Cuarrman. You can tell us, if you would, just what happened 
with Mr. Hintz. You called him on the phone, you said that. You 
told him these warrants were coming. You could tell us also what 
your agreement with Mr. Hintz was. 

Mr. Hoper. No; I didn’t have any other agreement than that. He 
cashed the warrants. 

The Cuamrman. He not only cashed the warrants, he kept books for 
you. He had a ledger there. It wasn’t an isolated case, but he ap- 
parently kept books over a long period. That is the ledger which you 
mentioned to me in the anteroom. 

Ra Hopee. I have never seen the ledger. I don’t know anything 
about it. 

The Cuatrman. In addition to cashing them, I remind you again 
that he endorsed them with a false endorsement. That is according 
to the testimony I just read you. I don’t know how you could expect 
anyone to believe that there wasn’t some understanding between you 
ale the endorsement. It is most unusual for a banker to endorse a 
check. 

Mr. Honer. Senator, you are asking me to tell you a lie, and I am 
not going to do it. I told you I didn’t have any prearranged ideas 
with Mr. Hintz. I told you exactly all the conversation with him, and 
that is all I can tell you.. You don’t want me to tell you a fabrication 
on what he was doing, 

The CoarrmMan. "Should we believe that instead of your dealing with 
— Hintz that Mr. Epping took it upon-himself to do all of this on his 
authority 

Mr. Hover. No; I don’t want to accuse Mr. Epping of doing it-on - 
his own; no, sir. 

The,Cuamman. Then you take the position this is just a mystery, 
nobody. knows how it happened; is that right? 
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Mr. Honer. I said before, and I will say it again, Senator, that 
the transactions at the bank, and how they were handled, I wouldn’t 
have the slightest idea. 

The Cuarrman. You know we don’t believe that. 

Mr. Hoper. All right, then, I don’t know what else to tell you, sir. 

The Cuarrman. You stand here and are perfectly willing to leave 
the record that way, refusing to tell us something which obviously 
you know. 

Mr. Hopes. I am not refusing to tell you anything that I do know. 
What happened at the bank, I am at a loss to know as much as you 
are. You can get that information from the man that handled it, 
and I know you will. I never went to the bank. 

The CHarrman. You testified the other day you went once at 
least. 

Mr. Hoper. That is true, and I told you I went there to pick up Mr. 
awry to go to a meeting. That is the only time I was ever in the 

ank. 

The Cuarrman. Do you remember the occasion when you met Mr. 
Schlitz at the Meigs Airport? Do you remember that occasion? 

Mr. Honer. Yes; I do. That is the only time I ever met him. 

The Cuarrman. The only time you ever met him? 

Mr. Honer. Yes, sir. 

The Carman. You were traveling in an airplane, I believe. 

Mr. Hoper. Yes, sir. 

The Cuarrman. You came to Meigs Airport? 

Mr. Hoper. Yes; in my plane. 

The Cuarrman. Your own plane. It wasn’t a State plane? 

Mr. Hopes. No, sir. 

The Cuarrman. What kind of a plane was it? 

Mr. Hoper. Cessna. 

The Cuarrman. Give us your best recollection of that particular 
occasion, will you? 

Mr. Hones. I don’t know as to what the amounts were, but at that 
time I think there were some checks to be cashed, and Mr. Schlitz, 
if I recall, went downtown to the bank and cashed these checks with 
Mr. Epping, and I went to the office. That is the only time I ever 
met Mr. Schlitz. 

The Carman. You came to the Meigs Airport in your own air- 
plane with Mr. Epping, didn’t you? 

Mr. Honeg. That is right. 

The Cuarmman. Mr. Epping carried with him at that time checks 
in the amount of $85,000, didn’t he? 

Mr. Honer. That is just what I said; yes. 

The Cuarrman. You know that, don’t you? 

Mr. Hoper. I just told you that, sir. 

The CrHamman. Yes. Fou were met there, and you drove down- 
town with your chauffeur. What is your chauffeur’s name? 

Mr. Hoper. Struppa. 

The CuarrMan. Struppa? 

Mr. Hopes. Yes, sir. 

The Cuatrrman. Was hea close friend of yours? 

Mr. Hoper. He was a driver; yes. 

The Cramman. You had known him a long time? Was he a 
personal chauffeur ? 
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Mr. Hover. He was a chauffeur for the State. 

The Cuarrman. For the State. What was in the green box that 
you gave Mr. Strupa when you got in the car? 
~ Mr. Hover. I don’t know. I don’t recall. 

The Cuamman. Mr. Schlitz testified very precisely and carefully 
that when you got in the automobile, a black Cadillac, that you sat 
in the back. When you get in you handed Mr. Struppa a green box. 
Was there money in that? Were the checks in that box? 

Mr. Hopez. I don’t recall. I don’t think so. 

The Cuarrman. What do you think it was? 

Mr. Hopes. It might have been a pair of shoes for all I know. 
There is no importance attached—— 

The Cuatrman. You gave Mr. Struppa a pair of shoes? 

Mr. Hopes. I might have had a pair of my own. There is no im- 
portance attached to a green box that I know of. 

The Cuatrman. At that same time Mr. Epping carried with him 
$85,000 worth of false warrants, did he not? 

Mr. Hopexr. That is what I said before. 

The Cuarmman. That is right. 

Mr. Hoper. I don’t know why you are bringing these things out. 

The Carman. I want to know what you did with the $85,000. 
He took it in cash and gave it to you? 

Mr. Hopex. That is right. 

The Carman. What did you do with it? 

Mr, Hoper. I don’t recall. 

The Cuarrman. Do you expect us to believe that? 

Mr. Hoper. Yes, sir. 

The Craraman. You don’t really expect us to believe it, do you? 
You just don’t wish to say. 

Mr. Hopes. I think you will believe it; yes. 

The Cuatrman. Well, I don’t believe it. 

Mr. Hoper. That is all right. 

The Cuamman. I don’t think anybody else believes it. Did you 
call Mr. Hintz on that occasion ? 

Mr. Hover. I don’t remember whether I did or not. 

The CHamman. Didn’t you call Mr. Hintz and say Mr. Epping 
is coming up, he is bringing some warrants, and will you get the 
money ? 

: Mr. Hopez. Whether I did or whether Mr. Epping did, I don’t 
now. 

The Cuarrman. So you were doing business on such a big scale 
you don’t recall an $85,000 telephone call? 

Mr. Hopex. Senator, I don’t beliews that you are being fair with me. 
I think that is sarcasm. I told you yesterday—— 

The Cuamrman. Mr. Hodge, I think you are lying to the committee, 
if you want to know the truth. 

Mr. Hoper. I am not lying to the committee. I am trying my best 
to help you 

The Crammnat You are not trying at all. You know you are not. 

Mr. Hoper. Well, I think I am. 

The Cuamman. We will take a little different subject for a moment, - 
Mr. Hodge. 
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In view of the importance to the FDIC of the State official super- 
vising banks aiaana by the FDIC, I believe it is appropriate to took 
into the organization and operation of that office. 

I understand the auditor of public accounts of Illinois is an elected 
official, is that correct? 

Mr. Hoper. Yes, sir. 

The CHairman. I understand the financial affairs of the auditor’s 
office are separate from those of the regular departments of the State, 
that the auditor has a separate budget which he spends without the 
usual review given to the other departments, is that correct? 

Mr. Hope. No. I don’t understand what you mean. 

The Cuatrman. I understood that the auditor in Illinois has a sep- 
arate budget which he spends and is not subject to the usual supervi- 
sion that other departments are subject to, is that correct? 

Mr. Hoper. No. We have an audit made of our division like any 
other. 

The Cuamrman. The same as what are called the code departments? 

Mr. Hoper. Yes, sir. 

The Cuarrman. Who makes the audit? 

Mr. Hoper. An outside auditor, certified public accounting firm. 

The Cuamman. We are talking about the appropriations to run the 
auditor’s office. Is that subject to the same budgetary control that 
other officers are? 

Mr. Hopeer. Yes, sir, it is. 

The Carman. Requests are? 

Mr. Honer. We go before the budgetary committee of the house 
and the senate as any other code department does. 

The Cuairman. We understood that Governor Stratton said he had 
no control over you or your office. 

Mr. Hoper. He hasn't, but the budgetary commission has. 

The Cuarrman. Doesn’t he control the budgetary commission ! 

Mr. Honer. No, they are appointed by the house and thesenate. He 
is a member ex officio. 

The CHatrman. I understand that these warrants cashed at the 
Southmoor Bank were issued directly by you as auditor for alleged 
expenses of the auditor’s office. 

fr. Hover. True. 

The Cuarrman. That is true. I further understand that the only 
review of these warrants was by the State treasurer who signed them 
to certify that he held funds from which they could be paid. I believe 
you said that yesterday. 

Mr. Hover. That is right. 

The Crarrman. Is that right? 

Mr. Honer. That is right. 

The Cuatrman. Did Mr. Wright review these warrants for that 
purpose ? 

Mr. Hoper. I suppose he reviewed all of the warrants. That is 
his position. 

The CHarrman. Don’t you know? 

Mr. Honer. If he signed them, then he, under the law, would review 
every one of them. 

The Cuarrman. Is it correct that Mr. Wright had no authority over 
this payment except to see that he held funds for your account? 

Mr. Honer. That is right. 
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The Cuamman. Is it correct that the review of warrants to deter- 
mine the propriety of their issuance, which is customary in the code 
departments, does not apply to the auditor’s office ? 

Mr. Hoper. It doesn’t apply in any of the offices that are elected. 

The Coarrman. That are elected ? 

Mr. Hopcr. That is right. 

The Cuarmman. Is it correct that the auditor’s office, like the other 
constitutional offices, is required to file a reat) to the Governor every 
6 months so he could know what is going on 

Mr. Hoper. That is true. 

The Cuatrman. Did you make these semiannual reports? 

Mr. Hoper. I missed one of them and made the rest of them. 

The CuarrMan. You made all but one? 

Mr. Hopes. I think so. 

The Cuarrman. Did the Governor ask you for these reports or ask 
you why you were not making the required reports ? 
~ Mr. Hoper. His department, code department asked for it, and we 
were late, and we finally t it out. 

The Cuarrman. Mr. Wodge, did you know that the Southmoor 
Bank was having difficulty with the FDIC? 

Mr. Hoper. Yes, sir. 

The Cuarrman. Did you know that on several occasions when you 
sent Mr. Epping to the Southmoor Bank with fictitious warrants to 
be cashed that the FDIC examinations were in progress ? 

Mr. Hopvexr. I suppose they did. I suppose they did; yes. 

The CuHarrman. You could have known, at least your office knew 
about the FDIC examination ? 

Mr. Hover. Yes. 

The Cuarrman. Did you or your wife borrow any money from the 
Southmoor Bank? 

Mr. Hoper. Yes; occasionally on collateral: These loans were all 
paid. 

The CuatrmMan. You say they were all secured ? 

Mr. Hover. Yes, sir. 

The Cuamrman. Did you say they were? 

Mr. Honer. Yes, sir. 

The Cnamman. I thought some of them were not secured. 

Mr. Hoper. I don’t know of any that were not secured. 

The Cuarrman, I don’t know if it is particularly pertinent. I won- 
dered if you recalled those ? 

Was the mortgage upon the Esquire Apartments unrecorded or 
recorded ? 

Mr. Hover. I think it was not recorded. 

The Cuarmman. Why not? 

_Mr. Hover. Because it was a loan for construction purposes. We 
signed the notes and made the mortgage out, but we were to pay it back 
when the building was finished and got our original first mortgage, 
which we did. 

The Cuamman. Did you arrange for a loan for other persons? 

Mr. Hover. No, sir; I don’t believe—well, I may have 1 or 2, but 
not a great deal. 

The Crarmman. We have been informed that you recommended 


loans to members of the State legislature, requested Mr. Hintz to make 
‘oans to them, is that right? 
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Mr. Hoper. That could be true; yes. 

The Cuarrman. That is correct. 

Mr. Hopee. Yes,sir. They were good, legitimate loans. 

The Cuamman. When you did that, did you call up Mr. Hintz? 

Mr. Hoper. Yes; either that or I sent the legislators into Mr. Hintz’ 
bank, and they would arrange for their loan. They were all paid, I 
know that. 

The Cuamman. Did you have some understanding with Mr. Hintz 
about these loans? Were you to stand security for them? Were you 
good for them ? 

Mr. Hover. No; I was not personally good for them. 

The Cuatrman. Do you remember who those loans were to? 

Mr. Hoper. No; I don’t. 

Mr. Rocers. Mr. Chairman, may I ask a question / 

The Cuamman. Certainly. 

Mr. Rocrrs. Those loans were against the payroll checks of the 
legislators; is that correct ? 

Mr. Honer. The advantage that the bank had, as far as security was 
concerned, made it a very good loan. It was that fact that legislators, 
if elected to the House for 2 years, would get $5,000 each year. Some, 
several, not many, would like to draw their full amount, which is 
under the law, they can. 

But they would like to borrow their second amount until their check 
fell due in the January of the next year. I recommended not only 
Mr. Hintz’ bank, but their own local banks. If they would send 
a letter to us, the legislator, to the auditor’s office, telling us that, the 
hank, when the check was issued the first of January, please send their 
check to the bank. That letter was an authority for us to send that 
check, which we would happily do. 

Then the borrower would, of course, endorse his check and pay 
his interest and his loan. 

Mr. Rocers. It really amounted to a matter of convenience for the 
members of the legislature ? 

Mr. Hoper. That is exactly right. 

The Cuarmman. Mr. Hodge, your memory seems quite good on that 
matter. Why is it so vague on these other questions on what occurred ! 

Mr. Hoper. I don’t know of any question I have been too vague 
on, Senator. I have tried my best. 

The Cuamman. You just can’t remember what you did with the 
$85,000 and such things, can you? 

Mr. Hoper. That is about the only question that I haven’t given you 
a good answer on. I am trying to recall, Senator, what did happen. 

The Cuarrman. Your memory on occasion is good. Tell me, why 
did you pick out the Southmoor Bank if this was such a good loan, 
good, I assume, to the bank. Why didn’t you send it to the Elmwood 
Park Bank where you owned a third of the stock? 

Mr. Hopner. These loans were, most of them, made before I was 
ever, had stock in the Elmwood Bank or was interested to the 

oint 
. The Cuarrman. For that reason did you pick out the Southmoor! 
Aren’t there banks in Springfield ? 
Mr. Honee. Some of them. 
The Cuaran. If there were good banks— 
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Mr. Hopez. The men that liyed in the Chicago area would do busi- 
ness with the Elmwood Park Bank. 
The Cuamman. What? 
Mr. Hoperx. The legislators in the pene area, it was very much 
1icago bank. There were 


easier for them to do business with the C 
some banks—— 

The Cuamman. Why did you pick out the Southmoor? There are a 
lot of other banks here. 

Mr. Hover. There are good banks. I was a friend of Mr. Hintz. 
It was a good piece of business for him, and it was. There was no 
advantage, real reason, except that it was a good loan. 

The CuammaNn. You were anxious to do a favor to Mr. Hintz? 

Mr. Hoper. Yes. 

The Cuarrman. Mr. Wallace wants to ask something. 

Mr. Wauuace. This procedure that you worked out for the State 
legislators was also worked out with respect to private individuals; 
was it not? 

Mr. Hoper. I don’t quite understand what you mean. 

Mr. Wauuace. For example, the Adams Sales & Service Co. had a 
loan at the Southmoor Bank. By letter dated February 4, 1955, you 
stated : 

We hereby agree with the consent of said companies that their obligations to 


you will be paid out of State funds appropriated. 
Yours truly, 


OrvILLE E. Honce. 

The point is, this arrangement you made with the State legis- 
lators was also made with private individuals. 

Mr. Hover. I don’t think—probably that is the only other one. 
They had a contract, as I recall. 

Mr. Watxace. Do you recall the K. & M. Record Co. ? 

Mr. Hover. Yes; doing business with us. 

Mr. Wautace. They had the same sort of arrangement as the Adams 
Sales & Service Co. ¢ 
Mr. Hopex. They were good loans; weren’t they? They were paid 
back. 

Mr. Wautace. Do you recall the Dixon Mills Sales Agency ? 

Mr. Hones. Yes. 

Mr. Wautiace. Was that the same type of loan there? 

Mr. Hoper. No; I don’t think so. 1 think they had a collateral loan 
there. Idon’t recall what kind of a loan they had. 

Mr. Watxace. Do you remember a loan to George H. McElroy that 
you recommended ? 
; Me Hoper. I don’t know. Did he havea loan there? I suppose he 
aia, 

Mr. Watiace. He had a loan there, and your name was in the file. 
Do you remember recommending Mr. Conn, C-o-n-n ? 

Mr. Hover. No; I don’t. 

Mr. Wauiace, That was countersigned by Mr. Epping. 

Mr. Honer. I don’t remember. 

The Cuairman. You relied 

Mr. Hoper. May I ask, Mr. Wallace; all of these loans were good - 
loans, and they were paid? There wasn’t anything wrong with the 
loans; was there? 

Mr. Watracr. I am not questioning the loans. 
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The Cuamman. We made no investigation. That is not the point at 
issue. It was your relation with Mr. Hintz which is still very vague. 
Why he participated in this arrangement in the nature of a conspiracy 
to default the State and the bank. It exposed the bank, of course, to 
loss. The bank was the primary sufferer; wasn’t it? You under- 
stand the liability that follows under the false endorsement? 

Mr. Hopee. I understand that; yes. 

The Cuarrman. When did Mr. Hintz resign as president and direc- 
tor of the Southmoor Bank? 

Mr. Honer. I don’t recall the date. 

The Cuarrman. You don’t recall? Was it July 13, 1956? 

Mr. Hoper. Sometime in July. 

The Cuarrman. Who succeeded him? 

Mr. Hopner. I don’t know. 

The Cuarrman. Didn’t Mr. Claire T. Ireland succeed him as presi- 
dent of the bank? 

Mr. Hoper. Probably did. I was not interested in the bank, and 
I 


The Cuamman. Who recommended Mr. Ireland to the job; do you 
know ¢ 

Mr. Honor. I would give Mr. Ireland the recommendation any time 
he wanted, for any job. I don’t think I did, though. 

The Cuarrman. Mr. Hodge, we are itonnat Mr. Sorensen gave 
one of the recommendations with your approval. Did you concur in 
that recommendation ? 

Mr. Honer. Was that in July? 

The CHarrman. Yes. 

Mr. Hopner. I don’t think I was auditor in July. 

The Cuatmrman. Did banks who were looking for executive officers 
solicit your endorsement for an appointment generally ? 

Mr. Hoper. They did our staff, but not me, because I was not 
familiar with them. 

The Cuarmman. Mr. Wallace would like to ask something. 

Mr. Wauuace. Mr. Hodge, yesterday you seemed somewhat un- 
certain as to where this $50,000 of the $70,000 for your original pur- 
chase of the 3,500 shares of stock of the earwood. Park Bank came 
from. Later you stated that it might have been borrowed from Mr. 
Colnon. I have what purports to be a list of some of the disbursements 
out of your envelope account. Included here is an item dated Decem- 
ber 9, 1954, a check to John E. Colnon Co. for $50,000. 

Was this a repayment of that loan? 

Mr. Honer. Colnon ? 

Mr. Watxace. John E. Colnon Co., C-o-l-n-o-n. You don’t recall! 

Mr. Hoper. I would have to check that one. I don’t know that he 
had a company. 

Mr. Watuace. This check is for $50,000, dated December 9, 1954. 
You don’t recall that? 

Mr. Hope. I don’t think that that was for Mr. Colnon. 

Mr. Wauiace. What? 

Mr. Hoper. I think that wasn’t for Mr. Colnon. That was some 

company. It must be some—I don’t know what that is. 

Mr. Wautace. You can’t tell us what it is? 

Mr. Hover. No; I would have to see it. 
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Mr. Waxxiace. Could we look at some of these other items and see 
if you can identify them ? 

On February 23, 1954, you wrote a check to a Mr. A. E. Ryan for 
$11,000. Could you tell us the purpose of that $11,000, and who Mr. 
A. E. Ryan is? 

Mr. Hoper. Let me ask you, where are you getting these ? 

Mr. Wautace. I am asking you to identify them, Mr. Hodge. 

Mr. Hoper. I am asking you, is this on a ledger sheet of mine? I 
didn’t quite understand where you were getting these. 

Mr. Watuace. These are what pe to be checks written against 
your ledger, ee Nt account. you understand that? 

” Mr. Hover. NowI do; yes. Ididn’t understand it before. Thisisa 
newspaper item, you say, that you are reading from? 

Mr. Watxace. These are published in a newspaper, and they purport 
to be from your envelope account. 

Mr. Hover. I would have to check our records to see who that was. 

Mr. Wauxace. You don’t recall Mr. A. E. Ryan? 

Mr. Hopner. I would have to check our own records. 

The Cuarrman. I thought yesterday you said you didn’t keep any 
records of these expenses. 

Mr. Hopes. I told you; by own records I mean the Hodge Agency, 
Senator. 

Mr. Watiace. On July 10, 1954, there is a check for cash for $5,500, 
and apparently it was cashed by Mr. Elmer J. Bretz. You know Mr. 
Bretz? 

Mr. Hoper. Yes; I do. 

Mr. Watxace, Do you recall the circumstances of that check? Was 
this a payment to Mr. Bretz or did Mr. Bretz merely cash a check 
and you use the money for your own use ? 

Mr. Hoper. No; payment to Mr. Bretz. 

Mr. Watiace. It was paid to Mr. Bretz? 

Mr. Hoper, Timagineso. What was the date, please ? 

Mr. Watuace. July 10, 1954. 

Mr. Hover. That could be on work that Mr. Bretz would do for me. 

Mr, Watiace. Where was the work done? 

Mr. Hoper. In Springfield. 

Mr. Watiacr. At the lake home? 

Mr. Hoper. Yes. 

Mr. Watiace. What was his business? 

Mr. Hover. He was.a contractor. 

Mr. Wattace. On September 16, 1954, a check for cash with the 
initials M. H. That is Margaret Hodge? 

Mr. Hoper. It could be. 

Mr. Watiace. Longhand: 
at Hoper. You say it is Margaret Hodge. Does it say that on 
there ¢ 

Mr. Watnace. Endorsed by the Esquire Apartments. 

Mr. Hoper. Yes. 

Mr, Wauxace. Signed by Margaret Hodge. Do you know about 
that check ? 

Mr. Hoper. No; I don’t recall. 

I want to say this: Mrs. Hodge, like most of our wives, trusted 
me implicitly, and I hope she wi'l, and she didn’t know a lot about 

83551—56—pt. 2——-9 
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our business. She was a good wife, and she signed mortgages, and 
notes, and checks as most wives will do and 

Mr. Wauuace. She didn’t know about this? 

Mr. Hoper. No; she did not. 

Mr. Wa.uace. Did she know about any of this? 

Mr. Hopee. No; she did not. 

Mr. Watuace. This September 18, 1954; check for $2,000, do you 
recall that? 

Mr. Hoper. To me? 

Mr. Wautace. Well, it is endorsed by Warren Wright Campaign 
Fund by Warren Wright. Do you recall that? 

Mr. Honer. I made several checks for political purposes, but when 
I did I put my own personal money into this account, and all those 
political, if there are others, were taken up by me, by the Hodge 
Agency or by me in person. 

Mr. Wauxace. You are claiming that any political contributions 
you made were for money which you put into the account? 

Mr. Hoper. That is right, and 1 am—— 

Mr. Wattace. Anything else that was paid came from the stolen 
money, is that the point you are making? 

Mr. Honer. I didn’t say that. In that ledger, and in that account, 
there were many times that I put money from the Hodge Agency, 
loan from the Esquire Apartments, ener from my pocket, my own 
checks, payroll checks. I know I put in there my travel check which 
didn’t amount to much, two or three hundred dollars a month. 

My own payroll check went through this amount many times. 

The Cuarrman. Did you feel there was no distinction between 
your personal money and that belonging to the State? Was it all the 
Samet 

Mr. Honer. I don’t want to answer that question. I don’t think it 
is proper. 

The CuateMan. It is rather ridiculous for you to tell us you segre- 
gated the money. It was held by Mr. Hintz, wasn’t it ? 

Mr. Hopee. I didn’t say I segregated it. I said I put money into 
that account. 

The Cuatrman. How did you trace the money that went to political 
contributions as distinguished from that to buy an airplane or for any 
other purpose? The money all went into this same account, and it was 
held by Mr. Hintz, is that not correct? You said yesterday you 
didn’t even keep track of it. You said you had no record of the 
money that went in there. You don’t know whether you got out of 
this as much as you put in or not. You said nothing yesterday about 
it practically. 

You say now you know exactly the money that went—— 

Mr. Honer. I didn’t say exactly. 

The Cuarrman. You said all of the money that went for political 
contributions went out of your personal funds. 

Mr. Honer. I don’t want to argue with you about it. I had some 
money in there on my own, and I did. 

The Cruarrman. How much did you put in? 

Mr. Hopee. I don’t know. 

Mr. Watxace. On December 9, 1954, there was a check for cash for 
$2,000, and it is endorsed in blank by J. Roy Browning. Do you re- 
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member the circumstances of that payment to Mr. Browning, or did 
he merely cash a check for you? 

Mr. Honer. I don’t recall. 

Mr. Warzace. On December 16, 1954, there is‘an item, a check writ- 
ten to Katherine Hanson, $14,100. Do you know the circumstances of 
that check? Who is Katherine Hanson ? 

Mr. Hoper. Oh, Katherine Hanson was a person that I purchased 
the Springfield property from, and I made a mortgage at the South- 
moor Bank for that amount. I think it was for $15,000, 

Mr. Wautace. Then, on March 8, 1955, here is a check made out. to 
Leonard W. Hall,:chairman, Republican National Committee, for a 
thousand dollars. That would be in the nature of the other? 

Mr. Hoper. That is right. 

The Cuairman. What is right? 

Mr. Wattace. I had understood that he put in money of his own, 
and that he was stating that the money which went for political con- 
tributions came from his*money, and that the money which went for 
other purposes came from the stolen money. Wasn’t that my under- 
standing of it? 

Mr. Hoper. That is O. K. 

The Cuarmman. It is very clear you have no means of distinguish- 
ing where it went. When you wrote a check for Mr. Hintz, did you 
call him and say, “Take this money out of my own money, and don’t 
take it out of the money I stole from the State” ? 

Mr. Honer. Occasionally I would talk to Mr. Hintz, and I would 
say I was writing a check for some purpose or other, and I would send 
him the money from the Hodge Agency or that I would, for instance, 


the property that I purchased, I said, “When you get the note and 
mortgage properly signed, and recorded, you will put that money 
up, and I will write a check against it.” 

That is how it a hat is what the check was for. 


The Cuatrman. So whenever you thought you had a particular kind 
of check to draw, you would cail him and say, “Take this out of my 
money, and the other kind, take that out of the money I stole from the 
State”? 

Mr. Honer. I didn’t say that. 

The Cuatrrman. What was Mr. Hintz to think when you called him 
only about a certain class of check ¢ 

Mr. Hoper. Because I would tell him I was bringing some money 
in to cover that check. 

The Cuamman. I thought you never went to the bank. 

Mr. Hoper. I would send it. 

The Cuarrman. Then you weren’t “bringing” it. 

Mr. Hover. All right. I’m sorry. 

The CHarrman. You were sending it by Mr. Epping? 

Mr. Honer. Probably so, yes, or mailing it. 

The Cuarrman. But you made a very careful distinction between 
a political contribution and the purchase of an airplane, for example. 
They’re two different things in your mind? Why were you so par- 
ticular to pay political contributions out of your personal, private, 
legitimate funds as distinguished from the stolen money? What. 
motivated you to do that? 

Mr. Hover. Well, I don’t think the question is fair. I had my own 
reasons, and IT—— 
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The Cuarrman. What are they? 

Mr. Honer. That was the way that I wanted to do it, and I thought 
it was the proper way. 

The CHarmman. Do you have a very special sensitiveness about 
political contributions? Does that have a sacredness that no other 
obligation has? 

Mr. Honer. Sometimes it has. 

The Cuarrman. Does it? Well, that’s very interesting. You put 
your obligations arising from political activities above any other 
obligations? 

Mr. Hopes. No, I didn’t say that. You said it; I didn’t. 

The Cuatrman. I asked you, would you? 

Mr. Hopes. No. 

The Cuarrman. That reminds me of another question, Mr. Hodge. 
You seemed to evidence yesterday a certain amount of pride in your 
concern over the depositors of the Elmwood Bank. You felt that you 
had done a great thing in insisting that the FDIC assume all of the 
deposits. Did you not? 

Mr. Hopes. No, I don’t think that I gloated over the matter. 

The Cuarrman. You spoke of it as if that was your purpose, and 
you insisted upon it. 

Mr. Hoper. I thought, and I think it’s been proven, that if time 
were given to that bank that it would work itself out. 

The CHarrMan. Well, the—— 

Mr. Hoper. And it did. 

The CuarrMan. You said, “My purpose was to protect the depositors 
so that they get every penny.” Is that right? 

Mr. Honer. They did get every penny. 

The Cuarrman. Then it was your interest. You were motivated 
by that? 

Mr. Hoper. That’s right. 

The CuHamman. What strikes me as unusual is your concern about 
protecting the depositors and your lack of concern about protecting 
the citizens and taxpayers of this State. Why aren’t you concerned 
about conserving their money for schools, for example. Aren’t you 
interested in the good reputation, the good repute of the State of 
Illinois? 

Mr. Hoper. I don’t think that’s a fair question, Senator. 

The Cuarrman. It’s a fair question. It’s right at the crux of this. 
How could you be so ruthless with the money of this bank, exposing 
an insured bank to the loss of all its money, and yet be so concerned 
about depositors. They’re all just human. They’re all just the same 
people. How do you make such distinctions in your own mind— 
Just as you seem to make here a distinction between political obliga- 
tions and any other obligation? And you were very careful to have 
Mr. Hintz pay your political obligations, to make large donations to 
the party out of your own funds, But you just let the others come out 
of the stolen funds. Why do you make such a distinction ? 

Mr. Honce. I’m not gomg to answer that question, Senator. You're 
not as fair as I thought you would be. 

The Cuarrman. I’m sorry I’m a disappointment to you. I don’t 
understand. You came Soe yesterday rather in an attitude that 
you were going to help the committee. 

Mr. Hopex. I’m trying to help you, Senator. 
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The Cuatrman. Overnight you’ve taken a very different. attitude. 

Mr. Hover. Some of your questions have been rather difficult to 
answer. ; 4 Ae 

Mr. Wattace. On March 11, 1955, did you write a check to Citizens 
for Merriam for $1,0004 

Mr. Hopes. I did. 

Mr. Wannace. On April 21, 1955, did you write a check for $1,000 
cash, cashed by Bertha J. Browning? 

Mr. Honer. I suppose I did if you 

Mr. WALLACE. Who is Bertha J. Browning? 

Mr. Hopes. I wouldn’t-—— 

Mr. Wautace. Any relation to J. Roy Browning? 

Mr. Hoper. May be the wife of Roy. 

Mr. WALLACE. You don’t know. 

Mr. Hover. I don’t know her name. 

Mr. Watxace. On June 18, 1955, you wrote a check for $10,000 to 
Jean Humbleson. Who is Jean Humbleson ? 

Mr. Hones. He’s an airplane salesman. 

Mr. Wautace. Was that to go for part payment of an airplane ? 

(No response. ) 

Mr. Watuace. On June 30, 1955, there’s a check for cash for $5,000 
but it had no endorsement. Do you recall the circumstances of that 
check and why it wouldn’t have an endorsement? This is June 30, 1955. 

Mr. Hover. No, I—except that it was cashed there at the bank prob- 
ably. 

Mr. Wauace. Here is a check dated July 13, 1955, to John Stelle 
and Associates for $6,000. Do you recall the circumstances of that 
check? 

Mr. Hover. I—and I want to—that recalls, Senator, another in- 
vestment that I turned over to the State in the amount of about $50,000 
in oil wells in southern Illinois. That was paid for, most of it, out of 
my own company. And this check, John Stelle Associates, is for an 
interest in some oil wells. All of that has been turned over to the 
State. 

Mr. Watxace. On July 16, 1955 you wrote a check for cash for 
$15,000, and the check has no endorsement. Do you recall the cir- 
cumstances of that. check? 

Mr. Hoper. No. It probably was cashed and I got it at the bank. 

Mr. Wauxiace. Do you recall the purpose of writing a check for 
$15,000 in cash ? 

Mr. Hopexr. I don’t recall it. I can’t. 

Mr. Wautace, On August 10, 1955, you wrote a check for cash for 
$10,000, and the reverse side of the check is blank. In this case too 
there is no endorsement. Do you recall that check? 

Mr. Hopes. It was ma for cash. 

Mr. Watiace. Who it? 

Mr. Hopexr. At the bank. 

Mr. Watxace. Who cashed these checks without an endorsement ? 

Mr. Hoper. The bank did I suppose. 

Mr. Waxtace. Do you recall which bank you cashed them at? 

Mr. Hope. It would be at the Southmoor. 

Mr. Watacs. There’s no bank noted as to where it cleared. I won- 
dered if that was cashed directly at the Southmoor Bank and the 
money was taken directly out of the envelope there. 
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Mr. Hoper. Probably was. 

Mr. Watxace. That would be the reason there would be no endorse- 
ment? Is that right? 

Mr. Hopcr. That would probably be the reason; yes, sir. 

Mr. Watxace. On August 24, 1955, you wrote a check for cash for 
$10,000, and it was cashed by the International Club of the Drake and 
deposited by the Drake with the Upper Avenue National Bank. That’s 
what is stated here. Is that correct? Did you cash a $10,000 check at 
the International Club at the Drake? 

Mr. Honer. I don’t think I did at the International Club. Prob- 
ably did at the Drake but not at—not at that club. That, of course, 
is owned and—it’s an eating place there in the Drake. 

Mr. Watxiace. You don’t recall whether you cashed it there or not? 

Mr. Hoper. Yes, I probably did. 

Mr. Waxtace. You did probably? Do you remember who cashed 
it for you? 

Mr. Hones. No, I don’t. 

Mr. Watxace. Someone at the Drake? 

Mr. Hoper. Probably. 

Mr. Wauiace. You go up to the cashier to pay your check and say, 
“T want to cash a check for $10,000” ¢ 

Mr. Hopee. I probably told them I wanted to get a check cashed and 
they made arrangements. 

Mr. Watxace. You don’t recall who made the arrangements ? 

Mr. Hopes. No. 

Mr. Watiace. On June 9, 1955, I understand there was a check for 
$500 for Robert E. Merriam. I think this was this $50-a-plate dinner. 
Is that correct ? 

Mr. Hoper. Yes. 

Mr. Watzace. On February 28, 1956, there was a check for $5,000 
to the Cook County Campaign Fund. Can you tell us what that was! 

Mr. Hoper. That was my part of the campaign fund that I paid, 
and I remember that distinctly. 

Mr. Wattace. Was it a regular assessment ? 

Mr. Hoper. That’s right. 

Mr. Wattace. On May. 20, 1955, there is a check for cash for $750, 
the name E. F.Moore. Do you recall who E. F. Moore is? 

Mr. Hoper. Elmer—I think that could be Elmer Moore who is a 
contractor at Springfield. That could be Elmer Moore. 

Mr. Waxxace. But you don’t recall ? 

Mr. Hoper. I don’t—— 

Mr. Watiace. On April 2, 1956, there’s a check to Mr. Ed Long 
for $5,000. Who is Mr. Ed Long? 

Mr. Hoper. He’s a fellow from over at LaGrange, IIl., a little town 
near Springfield. 

Mr. Wantagh Mr. Hodge, there are several checks which have been 
written which have a notation “Epp” or “Vie.” Who would Vic be? 

Mr. Honer. Vic could be my chauffeur driver. 

Mr. Wauxace. What is his name? 

Mr. Hoper. Struppa. 

Mr. Waxxace. Victor Struppa ? 

a pee Yes. 

Mr. Wattace. And Epp I guess would be who? 

Mr. Honer. Eff? i 








oy 
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Mr. Watuace. E-p-p. : 
Mr. Honex. That would be Epping. 

Mr. WALLACE. Epping 

Mr. Hoper. (Nodding.) 

Mr. Watiace. Do you recall a check written June 23, 1955, for 
$90,000 that might have gone to Struppa or Epping, had a “Vic” or 
“Epp” notation on it? 

Mr. Honer. Probably they cashed the check for me and brought the 
cashtome. Idon’t—— 

Mr. Watiace. They could have cashed it ? 

Mr. Hoper. Yes. 

Mr. Watiace. But you don’t know ? 

Mr. Hoper. I don’t recall the date on it. 

Mr. Waxuace. Did they ever disburse any of this cash for you? 

Mr. Hoper. No. 

Mr. Watiace. You disbursed it yourself ? 

Mr. Hoper. That’s right. 

Mr. Watuiace. And on 2 days before that there was a check also 
noted “Vic-Epp” for $15,000. In 2 days there are 2 checks for a 
total of $35,000. Can you tell us the purpose of those checks? 

Mr. Hover. No; I can’t recall what it was for. 

Mr. Wautacg. Just $35,000 cash in 2 days? 

Mr. Hoven. Probably used it for something. 

Mr. Wautace. Do you recall a cashier’s check at the Southmoor 
Bank for $35,000 dated July 27, 19554 

Mr. Hoper. Cashier’s check ? 

Mr. Wanxtace. For $35,000. 

Mr. Hopex. Made out to whom ? 

Mr. Watuace, It’s not made out to anyone. It’s made out to 
cash. You don’t recall? 

Mr. Hoper. No. That doesn’t sound right. 

The Cuarrman. Mr. Hodge, these checks are very involved. As 1 
understood your testimony yesterday you had no objection to our 
obtaining the ledger from Mr. Hintz in which he kept this account. 
Is that right? 

Mr. Hoper. I have no control over what Mr. Hintz wants to do, 
and I didn’t learn until this morning when you engaged me in con- 
versation that this list had been published. I suppose that’s the 
ledger sheet there. I-—— 

The Carman. I think that’s correct. You have no other records 
to compare with this, that you kept yourself? 

Mr. Hover. No, sir. 

The Cuamman. You had implicit confidence in Mr. Hintz to keep 
your records correctly ? 

Mr. Honee. I did. 

The Carman. You had no idea that he might use some of the 
funds for his own purposes ? 

Mr. Hoper. I didn’t think he would. 

The Cuarrman. If you would take money from the State why don’t 
vou think he would take it from you? Do you feel that other people 
have similar weaknesses or are you unique in that respect? 
Mr. Hover. I think I’m unique in that respect, Senator. 

The Cuarrman. Are you? 
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Mr. Wauiace. Mr. Hodge, yesterday when the chairman was 
questioning you he asked you on page 705 of the transcript at the 
bottom, “How much did your campaign cost when you ran for 
auditor ?” 

Mr. Honor. Oh, it didn’t cost much. 

The CHamMAN. How much? 

Mr. Hopce. Maybe $45,000, $50,000. 

This was under oath. 

When you testified before Mr. Coutrakon, State’s attorney of San- 
gamon County, this took place: 


Question. How much did it cost you in 1952, approximately? 
Speaking of this campaign. 
Answer. I would say the primary and fall election, about $200,000. 


Mr. Hodge, which one of those statements is correct? 

Mr. Honer. You're talking now about both campaigns at Spring- 
field, are you not? The spring primary campaign and the—— 

Mr. Wattace. The campaign. 

Mr. Honer. There was a primary spring campaign and then, of 
course, the fall election. 

Mr. Wautace. Then you weren’t talking about the total cost of 
what it cost to run for State auditor when the chairman was question- 
ing you? You weren’t talking about the total cost of running for 
office ? 

Mr. Honer. We were talking about the fall campaign, if I remem- 
ber correctly. 

Mr. Wautuace. He was asking how much it cost to run for auditor, 
but you answered only in terms of the fall campaign? Does that 
mean it cost $150,000 to $160,000 to run in the primary and $45,000 
or $50,000 in a general campaign ! 

Mr. Hopes. Yes; I imagine it would. If you have a real hard pri- 
mary campaign. 

Mr. Waxtace. You had a hard primary campaign that cost you 
approximately $150,000, and your fall campaign, the general cam- 
paign, cost you very little, $45,000? 

Mr. Hoper. I would think so. 

The Cuarmman. Mr. Hodge—— 

Mr. Hoper. You have the advantage, of course, in the fall, you 
know, of having the State committee with you. 

The Cuarmman. Mr. Hodge, if that’s what you meant, I clearly 
misunderstood you. I was trying to develop what you spent on your 
campaign to see whether or not as auditor of the State you became 
so involved that there was pressure upon you to steal the money from 
the State. If you did spend $200,000, did you spend that on all of 
your campaign ? 

Mr. Hoper. I would have to check it. I don’t know. 

The Cuarrman. Why did you tell the State’s attorney—— 

Mr. Hoper. All right. Probably I told him that. I don’t recall 
that testimony. 

The Cuarrman. You wouldn't mislead him, would you? 

Mr. Hoper. I wouldn’t want to. 

The Cuarrman. Well, did you spend $200,000? You know whether 


you did or not. Why do you quibble about it? That wasn’t very 
long ago. 
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Mr. Hopes. Four years ago. 

The Cuarrman. That’s not very long ago. There’s quite a differ- 
ence between $45,000 and $200,000. You said $200,000. Did you have 
to pay back that $200,000 out of the money you stole from the State? 

Mr. Hover. No. I paid it back, all the money that I campaigned 
with I paid—I either—I borrowed it on my properties or I took it 
out of my business. 

The Cuamman. You paid it out of your personal funds. Here’s 
where you make the distinction between the money you stole and the 
money that you got out of your own business? Here you paid it out 
of your own money? Is that correct? 

Mr. Hover. Senator, the campaign was in 1952. 

The Cuarrman. Yes. You started taking the State money in 1953, 
didn’t you? 

Mr. Hoper. 1954, wasn’t it? 

The Cuatrman. Late 1953 I believe was the testimony of the first 
checks that were brought in. They were small, it’s true, and then 
they gradually became very sizable. But it would appear then that 
there was considerable pressure upon you from some source to pay 
back the $200,000. Is that it? 

Mr. Hopes. I would think it was all paid back by that time. 

The Cuarmrman. You would think so? 

Mr. Hope. I would think—I know it was. 

The Cuarmman. Where did it come from? 

Mr. Hoper. Came from my business and from my own loans. 

The Cuarrman. I thought this money that ‘you took you paid back 
to the State. A while ago when you were accounting for what hap- 
pened to this money you didn’t list the repayment of advances for 
campaigns, did you? Whom did you pay this money to? 

Mr. Hoper. I don’t understand you now. 

The ‘CHataaan. Whom did ‘you repay the money that was ad- 
vanced to you for the campaign ? 

Mr. Hoper. I paid it back to the bank where I borrowed it and—— 

The Cuarrman. Who did you borrow it from? 

Mr. Hover. From my bank and from mortgaged property. 

The Cuarrman. What was your personal income during this period 
aside from anything you took from the State? 

Mr. Hoper. Well, it varied. I think that I paid income tax last 
year on an income of—have you the amount there, Mr. Wallace? 

The Cuarrman. No, he doesn’t have it. 

Mr. Hoper. Well, it’s something like $150,000. 

The Cuarrman. $150,000? 

Mr. Hoper. Yes, sir. 

The Cuarrman. That is legitimate income? 

Mr. Hopes. Yes, sir; my own business. 

The Cuarrman. Income from your own business? 

Mr. Hoper. Own businesses; yes, sir. 

i The CuarrMan. In addition to that you took how much from the 
state ¢ 

Mr. Honer. I don’t recall. I don’t know. 

The Cuatrman, It was in the neighborhood of what, $500,000? 

Mr. Hopaz. Yes, sir. 

The Cuarrman. You didn’t pay income tax on the money you took 
from the State, did you? Did you? 
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Mr. Hones. I don’t think so. 

The Carman. You don’t think sof You know whether you did 
or not. What do you mean you don’t think so? Everybody knows 
about income tax. That’s one thing all of us are subject to. You know 
what you paid. Did you pay onthe amount you stole? 

Mr. Hoper. No. 

The Carman. From the State? 

Mr. Hoper. No... 

The Cuarrman. You did not? You didn’t report it, did you? 

Mr. Hoper. No. 

The Cuarmman. Of course you didn’t. Why don’t you say so? 

Have you ever been subjected to blackmail ? 

Mr. Hoper. No. 

The Cuarrman. Had anybody ever threatened to expose you during 
this period that this—— 

Mr. Hopee. No, sir. 

The CHarrman. Anybody ever threaten you, extort money from 
you on threatening that they might expose you ? 

Mr. Hopeg. No, sir. 

The Cuamman. You were in a vulnerable position; weren’t you? 
Weren’t you? 

Mr. Honer. Probably was; yes. 

The Cuarrman. Probably? Mr. Hintz, Mr. Epping, any number 
of people could have reported you and had you completely ruined in a 
moment; couldn’t they ! 

Mr. Hopes. They could have. 

The CHarrMan. Certainly they could have. You were in a very 
vulnerable position. Well, is it not logical to assume that perhaps 
you diverted some of this money to keep them quiet ? 

(Mr. Hodge shaking head.) 

The Caarman. Why were they quiet? Can you explain again to 
me why Mr. Hintz didn’t report you if he’s an honest citizen? Why 
didn’t he report you? Why didn’t the others who were involved in 
this conspiracy ? 

Mr. Hoper. I don’t know. 

The Cuarrman. You didn’t pay them? 

Mr. Hopes. No, sir. 

The Cuarrman. Mr, Hodge, do you know Mr. Charles Oren Mensik ? 

Mr. Hoper. Yes, sir. 

The Cuarrman. When did you first meet him? 

Mr. Honer. Four or five years ago. 

The Cuarrman. Is he a stockholder in the Elmwood Bank? 

Mr. Hoper. Yes, sir. 

The CHarrmaNn. From whom did he purchase his stock? 

Mr. Hoper. From me. 

The Cuarrman. How much did he purchase from you? 

Mr. Hopee. I think it was a hundred shares or that—small amount 
of shares. 

The Cuarrman. Do you know him well? 

Mr. Hopeer. Yes, I know him well. 

The Cuarrman. Did he make any political contribution to you? 

Mr. Hopner. Yes, he did. I think he made a contribution tome. I’m 
sure he did. 

The Cuatrrman. How much? 
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Mr. Hover. Oh, I’d say $3,000 or $2,500. Something like that. 

The CuarrMan. Did you discuss the Elmwood Bank with Mr. Men- 
sik? 

Mr. Hoper. No. 

The CuarrMan. Its problems? 

Mr. Honer. No, I did not. 

The Cuarmman. Were you instrumental in suggesting that Mr. 
Mensik become a director of the Elmwood Bank ? 

Mr. Hoper. I thought that he would make a good director. 

The Cuarrman. Why did you think so? 

Mr. Hoper. Because he lived in that section and could bring business 
to the bank. 

The Cuarrman. What positions in other companies does Mr. Mensik 
hold ? 

Mr. Hoper. Well, he’s president of a savings and loan association. 

The Cuarrman. That’s one. Is he president of City Savings & Loan 
Association ? 

Mr. Hoper. That’s right. 

The Cuarrman. Is he chairman of the board of the First Guaranty 
Savings & Loan Association in Chicago? 

Mr. Hover. Well, if he is I didn’t know that. 

The CuarrMan. Does he own a majority of stock in Chicago Guar- 
anty Savings & Loan Association ? 

Mr. Hopee. Well, yes, I believe he does. I don’t think he’s an 
officer. 

The Cuarrman. What? 

Mr. Hopae. I do not think he’s an officer. 


The Cuarrman. Were his companies among those that had deposits 
in the Elmwood Bank beyond the $10,000 insured by FDIC? 

Mr. Hover. No, sir. 

The Cuarrman. Are you sure about that? 

Mr. Hoper. I’m sure of it. 

The Cuatrrman. What companies did you have in mind when in 
your testimony Tones you said there were savings and loan asso- 


ciations that had large deposits and that was one of the reasons—that 
is, large beyond the amount of insurance—one of the reasons you in- 
sisted on the FDIC assuming all liability? What companies did you 
have in mind? 

Mr. Hoper. There was one company I can recall, and you can 
find out from the office all of their names. One of them was located 
in Elmwood Park. 

The Cuarrman. What was it? What was the name of it? 

Mr. Hopew. The name slips me. I don’t know. But I know the 
savings and loan association there at Elmwood Park. 

The Cuarrman. Mr, Wallace wanted to ask you something. 

Mr. Watxace. Mr. Hodge, can you tell me the circumstances by 
which the First Guaranty Savings & Loan Association of Chicago 
came into being? 

Mr. Hoper. Well, it was organized under the new Savings and 
Loan Act. It’s what is called a guaranteed loan association, guar- 
anteed stock-loan association. 

The Cuarrman. What was this act? 

Mr. Hoper. It was passed—new act that was passed I believe—the 
first act was passed in 1952 that savings and loan can be organized 
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in many States—California, I think, New Jersey, Colorado—I dont 
know how many there are—there are two kinds of savings and loans. 
This guaranteed-stock loan association can be organized by five or 
more who will put up the original amount and guarantee their stock 
and do not secure any interest or dividends. Their stock is guar. 
anteed for the others in the association. They eventually—of course, 
are the organizers and are the principal stockholders. 

Mr. Wauxace. In other words, this act permits the change of 
mutual savings and loan association to a private stock company? It 
permits private stock savings and loan companies? 

Mr. Hoper. That’s right. Something—call it that; yes. 

Mr. Wauuace. The First Guaranty Savings & Loan Association 
of Chicago was chartered under you? You chartered that 
organization ? 

Mr. Hopee. Yes. 

Mr. Wautace. That was Mr. Mensik’s savings and _ loan 
association ? 

Mr. Hoper. That’s right. 

Mr. Wauxace. What about Chicago Guaranty Savings & Loan Asso- 
ciation? You chartered that also? 

Mr. Honer. That one and others; yes. 

Mr. Wattace. At the same time? 

Mr. Hopee. Yes, sir. 

Mr. Wattaéce. And this was Mr. Mensik’s. Mr. Mensik was major- 
ity stockholder in that group also? 

Mr. Hopeer. I don’t know whether he’s majority stockholder or not. 

Mr. Wauuace. Well, he was. 

The CHarrman. Did you as auditor have supervision over these 
companies? 

Mr. Hoper. Yes, sir. 

The Cuarrman. What was the nature of that supervision? The 
same as banks? 

Mr. Hoper. Same as banks; yes, sir. Savings and loan division. 

The Cuarman. Did you have any other financial transactions with 
Mr. Mensik other than the ones we’ve mentioned ¢ 

Mr. Hopner. I don’t recall any direct—no, I don’t. 

The Crarrman. Did his company—the Allied Investments Co.— 
act as agent for you in the sale of loans, certain loans? 

Mr. Hoper. Oh, yes. The—— 

The CHarrmman. Mortgages? 

Mr. Hopex. That was with the corporation that I’m stockholder of 
at Alton, Il. That’s the Wood River Alton Development'Co. They— 
I think that his company purchased FHA loans, Federal Housing 
Association loans, from this corporation. Now, incidentally, that 
calls again stock in that company which I have turned over to the 
State of Illinois. 

The Cuamman. Did Mr. Mensik lend any money to your wife? 

Mr. Hoper. On the building at Fort Lauderdale. 

The CHatrman. Can you tell us the circumstances surrounding 
the negotiation of that loan? 

Mr. Hopexr. Well, it’s a loan of $200,000 on that property. It’s 
made to the—I think it’s the Broward National Bank at Fort Lauder- 
dale, with monthly payments. Mr. Mensik—the Allied Co. purchased 
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that mortgage, and, of course, the payments were made to the Broward 
National Bank, and they in turn I guess paid him. 

Mr. Rogers. Didn’t that $200,000 consolidate all the past mort- 
gages ¢ 
” Mr. Hover. That’s right. 

Mr. Rocers. Mr. Hodge, I’d like to:ask you a few questions on a 
little different subject than has been covered so far. When you became 
State auditor in 1953 did you have an employee in your office named 
John W. F. Smith? 

Mr. Hones. John W. F.—yes, sir. In the Chicago office. Yes, sir. 

Mr. Rocers. He.had been in the office of your predecessor? 

Mr. Hopes. Yes, sir. He was a long-time employee. 

Mr. Rogers. What was his function in your office? 

Mr. Hover. He had charge of the closed: bank section I believe 
and also the—oh, what do you call these—currency exchange sec- 
tion. 

Mr. Rocers. When did he leave your office? 

Mr. Hover. Well, 6 or 7 months after I became auditor I believe. 

Mr. Rogers. Would you like to describe the cireumstances under 
which he left, why he left ? 

Mr. Hoper. Well, I don’t know that there was any—I don’t know 
of any reason except that they were—I don’t know actually what 
youre trying to find out. 

* Mr. Roerrs. To refresh your memory, don’t: you recall the audit 
that was made on the-—— 

Mr. Hoper. Oh. On the closed banks. 

Mr. Rogers. Yes. 

Mr. Hopner. Yes. Now [recall that, yes. He was in charge of that 
audit or, rather, the audit was made, and if I remember right, they 
had a certain way of paying—Oh, I think it.was so much a payment or 
some sort of gimmick; I don’t-—— 

Mr. Rogers. Wasn’t it that he had a contract with the auditor’s 
office ¢ 

Mr. Hover. That’s right, and was also an employee. That’s right. 

Mr. Rogers. He was an employee and also had a contract with the 
auditor's office to pay out these funds of the unclaimed deposits. 

Mr. Hopexr. That’s right. 

Mr. Rogers. And you had an audit. 

Mr. Honer. Yes. 

Mr. Rogers. Did you fire him or did he resign ? 

Mr. Honex. I think he resigned. 

ba Rogers. Do you know what happened to him after he left your 
ollice ? 

Mr. Hoper, He went to work for the county I believe. 

Mr. Rocers. For whom ? 

Mr. Hoper. For the county. I believe he worked for the county 
treasurer. 

Mr. Rogers. Is that Mr. Paschen ? 

Mr. Hoper. I believe it was, yes. 

Mr. Rogers, Did you know John Sullivan before he became presi- 
dent of the Elmwood bank? 

Mr. Hover. No, sir. I only met Mr. Sullivan one time. 


Mr. Rogers. Did you participate in his appointment as president 
of the Elmwood Bank? 





386 ILLINOIS BANKING SITUATION 


Mr. Hopee. No, sir. 

Mr. Rogers. Do you know Michael J. Howlett ? 

Mr. Honee. Yes, sir. 

Mr. Rocers. Who is he? 

Mr. Hoper. He’s a candidate for State auditor. 

Mr. Rocers. Did he work for your predecessor ? 

Mr. Hopeer. Yes, sir. 

Mr. Rocers. When you became auditor, was he still on the payroll? 

Mr. Hones. No, sir. He resigned. 

Mr. Rocers. Did you ever have any dealings with him ? 

Mr. Hoper. No; I never had—no dealings; no, sir. 

Mr. Rogers. You knew him politically ? 

Mr. Honee. I did. 

Mr. Rocers. Mr. Howlett has made quite a few statements to the 
press that he is the one that tipped off the meena as to your 
activities. Do you know any reason why he would have sources of 
information rather than anyone else? 

Mr. Hopes. No. I’m rather interested to know where his source of 
information comes from. 

Mr. Rogers. I have just one more thing. I think for the record 
we should have the information about your sentences. You are under 
sentence for 12 to 15 years? 

Mr. Hoper. Yes. 

Mr. Rogers. That was an indictment in Sangamon County? 

Mr. Hoper. Yes. 

Mr. Rocers. You have a Federal sentence of 10 years? 

Mr. Honer. Yes, sir. 

Mr. Rogers. You weren’t indicted in Cook County? 

Mr. Hopee. No, sir. 

Mr. Rogers. Thank you. 

The CHamman. Mr. Hodge, that apparently completes our pre- 
pared line of questioning. But before I let you go I think I should 
give you a last chance, at least, an opportunity to tell us exactly what 
your arrangement was with Mr. Hintz. Are you sure before you leave 
that you don’t wish to use this opportunity to tell us what your ar- 
rangement was with Mr. Hintz? 

Mr. Hope. Senator, I had no arrangement with Mr. Hintz other 
than, as I said yesterday, I took advantage of his friendship, and he 
cashed these checks for me. I didn’t discuss it with him very often. 
He was persuaded by me I suppose. I don’t quite understand why he 
did it, and it’s one of those things that I can’t answer. . I have told you 
the truth as far as I can. 

The Cuarman. I'll ask you then what you did with the money. 
The other very crucial subject is what did you do with the money that 
you took from the State? 

Mr. Honer. I told you what I did. 

The Cxamman. That’s all you can tell us? 

Mr. Hoper. And I think it’s just about down to where it can all be 
accounted for. 

The Cuarrman. These very large cash expenditures out of the en- 
velope, what did you do with them? You had checks. We have 
just been reading a few of them, There are many more there of $10, 
000 or $35,000. What did you do with them? 
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Mr. Hopez. Well, I bought this farm, for instance. I bought—— 

The CuHarrMANn. With cash? 

Mr. Hopes. Yes. I took cash with me. I took—— 

The Cuamrman. Take the $10,000 you cashed at a hotel. You mean 
vou took it from the hotel and paid down on a farm? 
~ Mr. Hopes. Probably took that to this loan company at Champaign 
that I—— 

The CuamrMan. Why didn’t you give them checks? Why didn’t 
you carry on your business like other people and pay by check, which 
kept a record? Why were you anxious to have no record of your 
transactions ? 

Mr. Hoper. I can’t answer that. 

The CaarrMan, You don’t wish to answer it ? 

Mr. Hopex. I told you—— 

The Cuarrman. There’s nothing I suppose I can do to force you 
to answer it. I thought I’d at least give you a last opportunity be- 
fore you are dismissed to answer it. I think that, after all, as Mr. 
Rogers has recalled to mind, you are under sentence. Of course we 
all know that our system of government allows people to reinstate 
themselves, and we have systems of parole. It seems to me that if you 
had a more cooperative attitude you might expect better treatment in 
the future. I don’t understand. I think it’s very shortsighted, your 
being so uncooperative with the committee on the crucial points. 

When we ask you about some rather trivial matter, your memory is 
wonderful—for instance, on some matter we asked a moment ago. 
When we asked you on the central point as te how you managed to 
create this system of diversion of State funds, then your memory 
is very peor and you refuse to tell us what your arrangement with Mr. 
Hintz was, who is an indispensable factor in this chain, as 2 or 3 other 
people were, any one of whom or all of whom were necessary to your 
scheme. 

Mr. Hoper. Senator, I’m sorry that I can’t answer that question. 

The Cuarrman. Well—— 

Mr. Hopex. I gave you the answer that is foremost in my mind and 
the only answer that I know. 

The Carman. If you’re covering up for some other people, I think 
it’s very illadvised. I don’t know whether you are. 

Mr. Hopes. I’m not covering up for anyone, sir. 

The Cuatrman. I have no more questions. Do you have any more? 

Mr. Watuace. No. 

Mr. Rogers. No more. 

The Cuatrman. All right, Mr. Hodge. That concludes your testi- 
mony. 

Mr. Hopex. Yes, sir. 

The CHareman. I think we will have a 5-minute recess before we 
call the next witness. 

(Whereupon, a recess was taken.) 

The Cuarrman. The committee will come to order. 

Mr. Leonard, representing Mr. Hintz, wishes to make a statement to 
the committee. Mr. Leonard. 
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STATEMENT OF JOHN M. LEONARD, JR., ATTORNEY, ON BEHALF OF 
EDWARD HINTZ 


Mr. Leonarp. Thank you, Senator. 

Senator, I want to make a statement in behalf of Edward Hintz. 
I think the Senator and his committee should be informed of what 
Mr. Hintz has been through in the last several months. 

As you know, I have represented Mr. Hintz during this entire pro- 
ceeding. In addition to that, he and his wife have been personal 
friends of mine for many years. He was indicted by the United 
States grand jury for misapplication of funds under the Federal Bank- 
ing Act. Following this indictment he was again indicted in Sanga- 
mon County Circuit Court on various charges of conspiracy. The case 
and its ramifications, as you know, moved quite may 

On August 24 Mr. Hintz, upon my advice, pleaded: guilty to the 
misapplication of funds in the Uni States district court before the 
Honorable Judge John Barnes. At that time he received a 3-year 
prison sentence with a stay of that sentence for 1 week. We felt at 
that time that Hintz was technically guilty of the violations of the 
Federal banking laws, even if these might have been through mis- 
judgment, and we feel that he received a fair sentence. 

On that same date Mr. Hintz and I appeared before the Senate 
Banking Committee staff investigators, Mr. Wallace and Mr. Rogers, 
and there gave our full cooperation. 

A few days later Mr. Hintz and I left my home at 4 o’clock in the 
morning and went down to Springfield and pleaded there in Sanga- 
mon County Circuit Court to the various charges of conspiracy against 
him. At that time I did not feel that Mr. Hintz was guilty, and I do 
not today, but because of the illness of his wife, because of This present 
financial situation, and because of the terrible strain that he had been 
under for the past 2 months we did plead guilty and received some- 
what of a predetermined sentence not to exceed that of the United 
States Federal court. 

On August 31 we returned to Chicago and appeared before the 
Honorable Judge John Barnes again, and on our motion asked him 
to run the Federal sentence concurrent with that of the State. This 
motion was granted. 

But prior to that, 2 days prior to that, on August 29, we again 
appeared before the Senate Denking Committee, the staff investiga- 
tors, I believe Mr. Wallace and Mr. Hale. Again we gave our com- 
plete cooperation, with, as you would imagine, certain inconveniences 
in his last week of freedom and with a very sick wife. 

Mr. Hintz was a well-respected man in the community. I still think 


he’s respected by those who know him and the surrounding circum- 
stances of this case. 


I needn’t tell the committee of his background. I think they know. 


But he’s a man of 68 years of age. He’s been in the banking business 
for some 50 years, having started at Hamilton National Bank back 
in 1906 and working for the Peoples Trust from 1910 to 1932. As 
you recall, there were bank holidays at that time. 

He again went with the bank in 1935, and that was to help them 
reorganize. That was the Casper Bank on the West Side. 

He was with the Government in 1941 as a special examiner for the 
Foreign Funds Control of the United States Tasveny. 
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In 1942 he was chief administrative officer for the Chicago Alien 
Property Custodian of the FDIC. a 1 Fame ots 

In 1943 he went with the South Shore National Bank as its vice 
president and then as its president. ; 

In 1948 he started at Southmoor as their executive vice president, 
was promoted to its oe in May of 1956, and, at my suggestion, 
resigned July 13 of that year. 

I needn’t tell the committee of his associations with bankers’ groups, 
clubs, and civic organizations. He was a very civic-minded man as 
well as a charitable man. 

I’m making this statement for a threefold purpose. The first is to 
call attention of this committee to Mr. Hintz’ cooperation before the 
Senate Banking Committee staff investigators, Messrs. Wallace, 
Rogers, and Hale. At that time this committee had a reperter and 
took a complete transcript of what he was asked. There was nothing 
that he was asked, I don’t believe, that he did not answer to, and we 
certainly allowed the staff investigators sufficient. time. 

I realize that during. those; hearings that this statement was not 
sworn to. I have directed Mr. Hintz today to take an oath to the 
questions asked him on these statements if it would expedite matters 
in any way. I’m interested in a number of things in this case. Cer- 
tainly I want: to see Mr. Hintz prosecuted if he did anything wrong, 
but I don’t want to see any persecution of him. The newspapers and 
some of the members of this committee have mentioned about these 
hearings that concern me greatly, my second point that I’d like to 
bring to the committee’s attention for the foregoing reasons and others 
that are quite personal is what I have discussed with the Senator 
before we came in. 

I might say that Mrs. Hintz during all these troubles underwent a 
series of 2 operations, 1a major one, and she did have a major oper- 
ation just 1 year prior to that. 

My client, as F said, is a man that has been respected. You have 


asked him here today from a State prison in prison clothes. I feel 
that he has asked me that he did not want to appear before tele- 
vision cameras, or any sound instruments, or any reproduction equip- 
ment of any kind. This includes still pictures while he’s testifying. 

I have advised my: client that he’s within his rights to make this 
request because he tells me that he could not testify clearly, truth- 
fully, and ee to this committee if such conditions exist. I be- 

i 


lieve that he is telling me the truth when he tells that, and I can see 
where he’d be quite disturbed in testifying this way. 

I think that I could _refer the committee to our own Illinois statutes 
that cover this and certainly some Federal cases if the committee 
so wishes. 

I certainly want to assure the committee that he’s certainly not 
being capricious or arbitrary in any extent. 

The third point that: I would like to bring out is not one that affects 
Mr. Hintz himself, but as a lawyer in the community I think it should 
be called to the committee’s attention. I know that Leon Mareus and 
HI. L. Mareus and Mr. Rosene were indicted before the United States 
grand jury on misapplication this past week. Edward Epping is still 
under indictment im Sangamon County. I think questions which 
would concern anything arising out of these indictments would cer- 
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tainly be unfair to these people and might tend to influence the out- 
come of their cases. I can’t see where they could get a fair trial, 

The CHairman. Do you represent those gentlemen, too? 

Mr. Leonarv. No; I do not, sir. I’m a lawyer in the community, 
and I think the committee should be advised or informed of this con- 
dition. I don’t think they could get a fair trial if all the statements 
come out. 

The Cuarrman. Do you think it’s proper for you to make a state- 
ment about their matters? We have been in touch with them and 
their lawyers. I believe it’s highly improper for you to use that as 
one of your reasons. 

Mr. Lxonarp. Well, Senator, I think I was just interested in simple 
justice. 

The Cuarrman. So are we, just as interested as you are. 

Mr. Lzonarp. We want to give our complete cooperation and wiil 
answer all questions that certainly have a legislative purpose of this 
committee which we have not already answered, but, of course, with- 
out the benefit of television and reproductions. 

The Cuarmman. Does that complete your statement? 

Mr. Leonarp. Yes; it does. I'd like to be heard further on the 
point of television if Your Honor so desires. 

The CHarrman. You proceed with your complete statement, and 
then we’ll have to consider it. Go ahead. 

Mr. Leonarp. Fine, Your Honor. 

I'd like to cite you the Illinois statute covering this—chapter 51, sec- 
tion 57, Illinois Revised Statutes, which states—I believe it’s the last 
section and I’m quoting: 

No witness shall be compelled to testify in any proceedings conducted by a 
court, commission, administrative agency, or other tribunal in this State if any 
portion of his testimony is to be broadcast or televised or if motion pictures are 
to be taken of him while he is testifying. 

The Cruarman. Is it your theory that the Illinois statute applies 
to this committee while it is in session in the Federal courthouse ? 

Mr. Lronarp. It is, your Honor. 

The Cuarman. On what ground? Go ahead and develop it. 
Have you any precedent for that ? 

Mr. Leonarp. I don’t have any precedent here, Your Honor, but 
1 would imagine that the rules of evidence in civil cases are gov- 
erned by the State rules of evidence. In criminal cases they are 
governed by the Federal rules. I think this is a civil case. 

The Cuarrman. Mr. Leonard, this is not a civil case. » This is an 
investigation by the Senate of the United States. 

Mr. Lronarp. That’s right. 

The Cuarrman. Under the Constitution the Senate of the United 
States makes it own rules, and neither the State of Illinois nor any 
other State makes the rules of the Senate of the United States. 

Mr. Leonarp. Well, Your Honor, in the event that that doesn’t—— 

The Cuamman. And just for the record, ’m just a Senator; I’m 
not “Your Honor.” This isnot—— 

Mr. Leonarp. I would like to feel that it is somewhat like a court, 
Senator. 

The Cuamman. It has some of the appearance of it, but this is an 
inquiry, the purpose of which is to discover, if possible, ways to 
improve our legislation—specifically that relating to the Federal De- 
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posit Insurance Corporation. What you would consider rules of evi- 
dence applicable in criminal cases are not applicable to any Senate 
committee. There are many distinctions. I think you are in error 
in believing that the State of Illinois controls the matters which you 
referred to, but 

Mr. Leonarp. Assume for a moment, Senator, that you’re right on 
that point. I can also cite you a Federal case, UV. 8. v. Kleonman. 
That’s in 107 Fed. Supp. at page 407. I would imagine that your 
committee has read this case. 

The Cuarrman. I think that has different factors too. Go ahead. 

Mr. Leonarp. This is one case that I rely on, Senator. 

The CuatirMAN. Do you wish to read the pertinent part of the hold- 
ing which is applicable to these circumstances ¢ 

Mr. Leonarp. I certainly would. It’s a very short case, Your 
Honor. 

The Cuatrrman. You go ahead and make your case. I wouldn’t 
want to cut you off at all. 

Mr. Leonarp (reading) : 

The defendants were indicted for contempt of Congress for refusing to testify 


before the special committee of the Senate investigating organized crime in 
interstate commerce, 


This was decided, Your Honor, on October 6, 1952. 


Both the prosecution and the defense waived trial by jury, and, therefore, 
the matter is for the court to decide. Since this case is without precedent, it is 
desirable that I give as simply as possible the reasons for the views I hold and 
the conclusions that I have reached. 


I’m reading from the judge’s opinion, Your Honor. 


The committee had information that the defendants were leaders in extensive 
gambling operations which crossed State lines from their headquarters in Cleve- 
land. They were subpenaed to testify before the committee in Washington. 
When they appeared, each refused to answer any questions, and each made 
practically identical statements as to why he would not do so. Neither claimed 
constitutional protection against self-incrimination but instead generalized that 
his constitutional rights would be violated if compelled to testify while being 
televised with newsreel cameras and other apparatus in operation. 


A lot of this is immaterial so Ill skip it to this point: In view of 
the fact it’s a new case, it might interest the Senator. 

The only reason for having a witness on the stand either before a committee 
of Congress or before a court is to get a thoughtful, calm, considered, and it is to 
be hoped, truthful disclosure of the facts. That is not always accomplished 
even under the best of circumstances, but at least the atmosphere of the forum 
should lend itself to that end. 

In the cases now to be decided, the stipulation of fact disclosed that there 
were in close proximity to the witness television cameras, newsreel cameras, 
news photographers with their equipment, flashbulbs, radio microphones, a large 
hearing room with spectators standing along the walls, et cetera— 
which is exactly the case here, Senator. _ 

The Cuarmman. Mr. Leonard, [ don’t wish to let that pass without 
observing that I think that this hearing has been conducted in an 
extremely quiet and well ordered atmosphere, a weli conducted hear- 
ing. The press, especially the still photographers, have been unusually 
cooperative, and I don’t think that there has been the slightest com- 
plaint from the preceding witness. The cameras make no noise, and 
there have been no flashlights. I think the record should show that 
I certainly don’t agree with your characterization of this committee 
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hearing as being in any way distracting to the witness. It was not 
in Mr. Hodge’s case. We agreed with all that Mr. Hodge requested. 
Mr. Hodge had just come from the hospital and was nervous, as any- 
one could see. All that he requested was that the television camera 
not be turned upon him while he was testifying, and we agreed to 
that, and proceeded. Not once did Mr. Hodge indicate the slightest 
distraction by noise on the part of either the press, the cameramen, 
or the audience. 

I think the record should show that. I don’t know whether you 
were here or not, Mr. Leonard. 

Mr. Leonarp. Senator, I think the record should also show that I 
observed both Mr. Hodge’s testimony and that of the previous wit- 
ness, and I also had an opportunity to see it on television, and I do 
think that it’s a tremendous distraction. 

The Cuarrman. Maybe you’re more sensitive than Mr. Hodge. I 
can imagine there are some people who are so sensitive-—— 

Mr. Lzonarp. I would imagine, Senator, that I’m not. representing 
Mr. Hodge. I’m representing Mr. Hintz, and I know Mr. Hintz as a 
friend for many years, and I know his personal problems at this time. 

The Cuarrman. Well, go ahead and make—— 

Mr. Leonarp. That’s my case, Your Honor—or Senator. 

The Cuatrman. Isthatall you have? 

Mr. Lzonarp. Yes. 

The Cuamman. Then am I as chairman of the committee to under- 
stand that unless I agree to the conditions which you have laid down 
that you will advise your client not to testify at all before this com- 
mittee ? 

Mr. Leonarp. That’s right, Senator. 

The CuamrmMan. Just. to be clear about those terms, if I understood 
you correctly they are as follows: That. Mr. Hintz after he starts his 
testimony is not to be televised at all, no movies at all, no radio, no 
recording of any kind, and no still pictures anywhere in the room 
while he’s testifying, but that prior to his testifying they can do 
these variousthings’ Is that correct? 

Mr. Lzonarp. I would prefer, Senator, not to have television even 
prior to his testimony. I would prefer him not to be on television 
at all. 

The Cuatrrman. Well—— 

Mr. Lronarp. You see, it’s something that goes a little deeper—— 

The Cuarrman. In order to understand you correctly—you under- 
stand this involves in a sense precedents which might be used. in the 
future, and it’s an extremely serious matter to exclude the public, ex- 
clude their ability to understand matters of this kind. And I sitting 
here as a committee am reluctant to take precipitate action. I want to 
understand exactly. When you say you “prefer,” as I understand it, 
is that one of the conditions you lay down? 

Mr. Leonarp. It’s one of the conditions. 

The CuamrMan. It isn’t a matter of your preference or mine. I 
want to get the terms of the proposal you’re making—that if we do 
not agree to this you will advise your client not to testify ? 

Mr. Leonarp. That’s right, Senator. 

The Cuarmman. Well, then, I believe now we understand the condi- 
tions: That television is not to be turned on at any time—— 

Mr. Leonarp. That's right, Senator. 
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The Cuamman. But that the other means of recording that we 
mentioned may be used up until the time that he begins his testimony 
but thereafter are not to be used. Is that correct ? 

Mr. Leonarp. That’s right, Senator. 

The CuarrmaNn. I think that it having reached 12: 15, and this be- 
ing the first time in m — as a Senator that such a request 
has ever been made, that I shall recess the ‘hearing to give me an 
opportunity to consult with the legal members of the staff and to 
arrive at a decision about this matter. I don’t wish to rule on it off 
the cuff. So if you will stand by, we’ll recess until 2 o’clock and give 
me an opportunity to consider it. 

Mr. Leonarp. Thank you, Senator. 

The Cuamrman., It isn’t only the seriousness of this case and of this 
witness, but I’m reluctant to take quick action because of the possible 
effect in the future on all other witnesses. 

Mr. Leonarp. Thank you, Senator. 

The Cuamrman. The committee stands in recess. 

(Whereupon, at 12:15 p. m., the committee recessed to reconvene 
at 2 p. m., this date.) 

AFTERNOON SESSION 


The Cuarrman,. Will the committee come to order? I do hope you 
will all be cooperative and be very orderly and be very quiet. 

Mr. Marshal, will you bring in Mr. Hintz and Mr. Leonard? 

Mr. Leonarp. Have you made a ruling on Mr. Hintz’ appearance ? 
I would as soon have Mr. Hintz not appear before the committee be- 
fore that ruling is made, if it is all right with the Senator. 


The Carman, I would ask the television cameras not to focus on 
Mr. Hintz until the committee’s ruling is made. 

Will you still cameramen please desist and retire to your places 
here? You have plenty of pictures now. This is an unusual situa- 
tion we are confronted with. 

I have had an opportunity to consider the arguments made by coun- 
sel for Mr. Hintz, and I am prepared to rule on them. I have also 
examined the case cited by the counsel. I think it is evident that the 
circumstances surrounding the Kleinman case cited by counsel are 
by no means identical to this case. The record will show that two 
witnesses have already testified under the conditions now existing in 
this room. Neither of these witnesses at any time contended that 
the circumstances in this room interfered with their ability to testify. 
My view of the case which counsel has cited is that this is the only basis 
upon which a refusal to testify can be based, that the circumstances 
of the hearing render the witness unable to testify truthfully. I cite 
a number of factors surrounding the Kleinman case mentioned in the 
Court’s opinion which do not exist here. 

_ Here in my judgment the television and newsreel cameras are not 
in close proximity to the witness. Instead, they are banked against 
the wall at a reasonable distance from the witness. Here in my judg- 
ment the news photographers are also not in close proximity to the 
witness. With the bright lighting of the room, their flashbulbs are 
not distracting. : 

While this is a large courtroom and at the moment it is well filled, 
all of the spectators aie been seated and have been quiet. No spec- 
tators up until this moment have been standing around the walls. 
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Mr. Marshal, I call that to your attention. As a matter of fact, 
throughout these hearings there have been none standing around the 
walls during the hearing of the other witnesses. I note there are a 
few standing in the back by the wall. 

However, the committee will accord to you, Mr. Hintz, the same 
consideration given to Mr. Hodge by restricting the live television 
so as not to include you. These are specific instances in which, in my 
judgment, the situation differs here from the situation in the Klien- 
man case. 

I consider even more important than these specific distinctions the 
fact that both the audience and the members of the press and television, 
radio services have conducted themselves while in this hearing room 
in an orderly and dignified fashion which has not appeared to dis- 
tress or inconvenience either of the previous witnesses or cause them 
difficulty in giving their testimony. 

Neither the witness nor his counsel have a right to object on the 
basis of the means of communication which are used by various media 
to transmit this hearing to the public. The decision that public hear- 
ings be held is solely within the discretion of the committee itself. 
This having been decided, it is not proper for me now to decide that 
the committee should discriminate among the various means of public 
communication. To do so in the absence of a definite showing that 
the witness will be rendered unable to testify truthfully would amount 
to a decision by me that the public is not entitled to determine whic) 
means of communication it desires to use. Thus, it is in effect a form 
of censorship. 

For the reasons which I have stated, I therefore overrule the coun- 
sel’s request. 

Mr. Leonarp. Mr. Senator, may I address the committee again’ 

The Cuatrman. I would like to order the cameramen, the television 
cameramen, not to televise Mr. Hintz, and I would like the still camera- 
men to move back behind the table where you have been during the 
testimony of the previous witnesses. 

Mr. Leonarp. Senator, may I address the committee ? 

The Cuarrman. Just one moment and you may. 

Move back away from the witness. 

Now, Mr. Leonard. 

Mr. Leonarp. Senator, I want to thank you for allowing me to dis- 
cuss this matter with you this morning. I respectfully disagree with 
the Senator as to the close proximity of the television cameras and the 
news photographers. I would say there must be at least 40 pieces of 
equipment, or maybe upward to a hundred, in this room at this time. 
I am not going to repeat what I said this morning, but I think it also 
should be noted by this committee that Mr. Hintz, while down in 
Joliet, has been in the hospital and has undergone a great amount of 
pain in his situation. He has been unable to sleep the last few days on 
account of this hearing, having come up here, of all things, in chains, 
with a prison suit and a prison haircut, His request is not only based 
upon the interference here, but with these surrounding cireumstances. 
I can’t see how my client can possibly give his full cooperation to this 
committee in his testimony. 

I think this interference is too much for this man at thistime. We 
want to cooperate with the committee. We have cooperated with the 
committee, and I think they should allow our request in this regard. 
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The Cuamman. Mr. Leonard, I have made the ruling. I would 
like to point out, of course, that the circumstances which you mention 
are in no way attributable to this committee. They are circumstances 
arising out of entirely different matters. I am unable to see where 
Mr. Hintz in any respect, any substantial respect, is in any different 
circumstances that Mr. Hodge. We have had Mr. Hodge here a day 
and one-half. At least so far as his personal comfort or conven- 
ience was concerned, he gave no evidence whatever of being unable to 
testify. 

[ am quite unable to see any distinction between your client’s te 
tion and that of Mr. Hodge. I regret that my ruling must stand. I 
cannot agree with your reasoning. 

Mr. Leonarp. Senator, I didn’t represent Mr. Hodge. As I said 
before, I represent Mr. Hintz. I feel that these apparatus are going 
to interfere with his good testimony before this committee. We have 
cooperated with this committee on two different occasions. 

I advise my client he does not have to testify under these conditions, 
which advice I will stand by. 

The Cuarrman. Mr. Leonard, I don’t wish to argue the matter. 
But the members of the staff have informed me that you have not co- 
operated with the committee in many instances. Mr. Wallace pointed 
that out to you a moment ago when we were discussing the matter in the 
anteroom. It wasn’t with me, but it was with members of the staff, 
when they sought to see you and to subpena Mr. Hintz. But 

Mr. Leonarp. Senator, if that is the case, I think Mr. Wallace 
should state it before this committee so I could also state my side of it. 
I think Mr. Hintz did cooperate with this committee on two occasions, 
August 24 and August 29, his last week of freedom after his wife was 
recovering from a very serious operation. 

The Cuatrman. I don’t know that it is necessary to go into that. 
The question in issue is whether you are going to cooperate now with 
the committee in this hearing. 

Mr. Leonarp. He wants to very much, Senator. 

The Cuarrman. Yes. I am prepared to proceed. Mr. Hintz, will 
you stand and be sworn ? 


STATEMENT OF EDWARD HINTZ, ACCOMPANIED BY JOHN M. 
LEONARD, JR., HIS ATTORNEY 


Mr. Hinrz. Mr. Senator, I will have to follow the advice of my 
counsel here in this matter. 

The Cuatrman. Then you refuse to be sworn; do I understand that ? 

Mr. Hinrz. Have I refused before? No. 

The Cuarrman. I say, do you now refuse to be sworn and do you 
now refuse to testify ? 

Mr. Lxonarp. No, Senator ; he doesn’t refuse to be sworn or to testify 
under the conditions that we have asked. 

The Cuarrman. Then I ask that you take the stand and be sworn, 
Mr. Hintz. 

Mr. Leonarp. Senator, these conditions still exist. 

The Cuarrman. I don’t know how much plainer I can make it to 
you, Mr. Leonard. I overruled your reasons. As chairman of the 
committee, I direct, Mr. Hintz, that you be sworn and answer questions. 
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It is your privilege, power, if you like, but before you do take the 
final decision, I feel that I ought to read to you, Mr. Hintz, the pertinent 
section from the statutes. I quote from the Senate Manual, General 
and Permanent Laws relating to the Senate, section 192 of title IT of 
the United States Code, page 210 of the volume I have before me. | 
think I should read it to you to be sure that you understand what is 
involved in your refusal to testify before the committee. 

Every person who having been summoned as a witness by the authority of 
either House of Congress to give testimony or to produce papers upon any matter 
under inquiry before either House, or any joint committee established by joint 
or concurrent resolution of the two Houses of Congress, or any committee of 
either House of Congress who willfully makes default, or who, having appeared, 
refuses to answer any question pertinent to the question under inquiry, shall be 
deemed guilty of a misdemeanor, punishable by a fine of not more than $1,000 
nor less than $100, and imprisonment in a common jail for not less than 1 month 
nor more than 12 months. (Revised Statutes, section 102; June 22, 1938, ch. 594, 
52 Stat. 942.) 

The question now, Mr. Hintz, is, of course, primarily really for you 
to decide. I would like to put a question to you. Were you an official 
of the bank, the Southmoor bank, during last year? You understand 
the rights and penalties. 

I may say to you in fairness, if you refuse I shall recommend to the 
committee that you be cited, that the committee pass a resolution citing 
you for contempt of the Senate. 

Mr. Hinz. May I consult with my counsel, please ? 

The Cuarrman. Certainly youmay. I hope you will. 

May we have order intheroom? Bequiet, please. 

Mr. Hrnrz. Mr. Senator, may I say I am not willfully refusing, 
but upon advice of counsel, under present circumstances which he has 
outlined, I shall have to refrain from testifying before this body. 

The Cuarrman. Mr. Hintz, I think I should, of course, explain and 
give you every opportunity to answer. I have asked you a question 
which I am sure is pertinent to this inquiry. You were an officer of 
the Southmoor Bank & Trust Co. in April 1956? Do you refuse to 
answer that question ? 

Mr. Hinrz. Until we have this other matter definitely settled, sir. 

The CHatrman. Under the circumstances as they now exist, you 
refuse to answer that question ? 

Mr. Hintz. Yes, sir. 

The Cuarrman. Mr. Hintz, if I may cite one other circumstance 
that I didn’t particularly wish to mention, but I think ‘is pertinent: 
for a number of years you officiated in prizefights; did you not? 

Mr. Leonarp. Yes; he did, Your Honor, since 1930. 

The CuarrMan. You can answer. 

Mr. Leonarp. Yes. 

The Cuatrman. And at prizefights is it customary to have television 
camerasabout? Isitaquietora lively affair? 

Mr. Leonarp. It isa lively affair. 

The Cuarrman. For many years you have been ‘accustomed to 
operating and making decisions involving large amounts of money, for 
example, for contestants under conditions much more unruly than this; 
have you not? 

Mr. Hrntz. But, Mr. Senator, the interesting thing is you don’t find 
the people around the ringside as we do here. 

The Cuarrman. That you what? 
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Mr. Hintz. You don’t find the numbers at the ringside. They are 
home watching their television. 

The CuamrMaN. You mean more people are in this room than there 
were at the prizefight ? 

Mr. Htntz. Sometimes I have seen very few more at a prizefight 
than we have right here. : 

The CratrMANn. You see, you weren’t objecting to the no in the 
room. You know you have no right to object to the people in this 
room. It is a public hearing. You are objecting to the television 
cameras. It is my impression, although I haven’t been to a prizefight 
in many years, they are very much in evidence at the prizefight. 

Mr. Hinz. Well, conditions have changed, Mr. Senator, a lot ; have 
they not? 

The Cuamrman. One fight I believe you officiated in, the Saxton- 
Basilio fight, that was televised, wasn’t it? 

Mr. Lzonarp. That was televised, Senator, and that question has 
come up in your committee before. 

The CuatrmMan. I am unable to understand the good faith of an 
objection because of confusion inthisroom. As amatter of fact, I have 
been in many hearings. For 2 years I held hearings on the RFC, 
among other things. This is as quiet as is customarily found in a 
courtroom, for that matter, except for the cameras. That is, the 
decorum of the people who are present here is certainly equal to that 
ina courtroom. And as far as the cameras go, that has become a com- 


mon part of our everyday vat in all committees in the Senate. 


I am quite unable to understand your objection. So that after that 
further explanation, Mr. Hintz, in order to make this record without 
any question, I would like to ask you another question. 

Mr. Hintz, were you at one time treasurer of the Illinois Bankers 
Association and chairman of group 1 of the Illinois Bankers Associa- 
tion, Cook County ? 

Mr. Leonarp. Senator, Mr. Hintz has made it clear to the Senator 
and this committee that he doesn’t wish to testify while conditions 
exist as they are. He is not willfully refusing to testify. He would like 
to cooperate with the Senator and this committee. But he just doesn’t 
want to testify for the facts and the reasons that I have outlined be- 
fore to the Senator. 

The Cuarrman. Mr. Hintz, as chairman of the Committee on Bank- 
ing and Currency, I direct you to answer that last question. 

Mr. Hrnrz. May I ask counsel to speak for me on that, sir? 

The Cuamman, I think you should make the record clear that you 
do or do not. I direct you, order and direct you to answer the ques- 
tion. I think re should make very clear your position. 

Mr. Hintz. I will have to rely on the advice of counsel, and the 
decision of counsel is final as far as I am concerned. 

The Carman. You refuse to answer? Is that clear in the record? 
Did you say “Yes”? 

Mr. Leonarp. Mr. Hintz is not answering, Senator, under these 
conditions, As you can see, the cameras are now focused on him, and 
they are not more than 10 or 11 feet away from him at the very most. 

The Cuarrman. He has never agreed to testify yet. Your request - 
was they not be on him when he testified. 


Py: narD. The Senator is asking many questions. They are 
still on. 
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The Cuarrman. All I ask is that he make the record clear. I direct 
him to answer the question, and he refuses. 

Mr. Leonarp. If you recall my request, my request was that the tele- 
vision cameras wouldn’t be on. 

The Cuarmman. I made the ruling, Mr. Leonard. I have made the 
ruling and you have heard the ruling. I wish to complete the record. 
Mr. Hintz, do you refuse, after being directed to answer the question, 
do you refuse to answer the question ? 

Mr. Leonarp. He does so refuse on the advice of counsel; yes. 

The Cuarman. Mr. Marshal, you may remove the witness. 

(The unsworn testimony of Mr. Hintz appears at p. 1213.) 

The CHatrman. The committee will stand in recess for 5 minutes. 

(A recess was had.) 

The CHatrman. Will the committee come to order? The next wit- 
ness is Mr. Henry J. Beutel. 

Mr. Beutel, will you please raise your right hand and be sworn? 

Whereupon Henry J. Beutel was duly sworn as a witness by the 
chairman, and was examined and testified as follows: 


TESTIMONY OF HENRY J. BEUTEL, ACCOMPANIED BY JOHN 
GANNON, HIS ATTORNEY 


The CuarrMan. Please be seated. 

Mr. Beutel, I wonder if you will identify yourself for the record and 
give all of the pertinent facts as briefly as you can, but fully. 

Mr. Beutet. My name is Henry J. Beutel. My residence is Miami 
Beach, Fla. 

The Cuarrman. Where were you born? 

Mr. Brute. Chicago, Il. 

The Cuarrman. What is your educational background? Where did 
you go to school ? 

Mr. Brure.. I went toschool in Chicago. 

The Cuamman. With what institution were you first employed in 
the banking field ? 

Mr. Beurex. Greenebaum Sons Bank & Trust Co. 

The Cuairman. In Chicago? 

Mr. Beuten. Chicago, 1925. 

The Cuarrman. Were any of your relatives in that bank? If so, 
in what capacity ? 

Mr. Beuret. My brother was cashier of that bank at the time, 1925. 

The Carman. How long did you remain as an employee of that 
bank or its successor ? 

Mr. Breutew. I remained as an employee, and the successors, through 
and up to 1933, approximately, 1934. 

The Cuarrman. And then which bank became the successor to that 
bank? I am trying to get a little packgneane material here. 

Mr. Bevuret. The Greenebaum Sons Bank & Trust Co. changed its 
name to the Bank of America, and we merged with the Central Trust 
Co., and moved to 208 South La Salle, where we absorbed the National 
Bank of the Republic, and became the Central Republic Bank & Trust 
Co. 

The Cuarmman. Mr. Beutel, do these cameras bother you any? 

Mr. Bevure.. No, sir. 

The Cuarmman. When did you end your employment with the 
Central Republic—was it? 
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Mr. Beuret. Central Republic Bank & Trust Co. 

The CHamman. When did you end your employment ? 

Mr. Bevret. In 1933. The latter part of 1934 I went to work for 
the B. L. Rossett & Co., certified public accountants, and we did, we 
audited closed banks at that time for the State auditor. 

The Cuarrman. When did you become associated with the Belmont 
National Bank? 

Mr. Bevrex. Officially, December 21, 1947. 

The CuarrMan. That was a national bank, I believe. 

Mr. Brute. That was a national bank; yes, sir. 

The Cuarrman. How did you happen to become interested or con- 
nected with that bank? 

Mr. Beutex. Part of that time I was an officer of the Southeast Na- 
tional Bank of Chicago. Naturally, I had ambitions to improve my 
stature in the banking field, and I had heard that the Belmont Na- 
tional Bank was looking for a president. They had had the regular 
new bank operating difficulties, and they were looking for some new 
blood in the institution. 

Through Mr. N. R. Oberwortmann of the National Bank Exam- 
iners Division, he introduced me to Warren Orr, who was chairman 
of the board and president. Through that association, or through that 
meeting that Mr. Oberwortmann inaugurated, I became acquainted 
with Mr. Warren Orr, who had been one of the original organizers 
of the Belmont Bank, and I was subsequently elected president of the 
bank. 

The Caarrman. When? 

Mr. Brevret. December 21, 1947. We had approximately $614 
million in total footings at that time. 

The CHarrman. Did you have any stock interest in the bank at 
that time? 

Mr. Brurer. At the time that I took over the presidency of the 
bank, I acquired a block of stock, yes, sir. 

The Cuamrman. How much? 

Mr. Beurtew. $30,000. 

The Caarrman. Who did you purchase that from ? 

Mr. Bevuret. Mr. Albert Olsen, who was the retiring vice president 
of the institution. 

The Cuatrman. He sold it because he was retiring as vice president? 

Mr. Bevrew. Yes. 

The Cuarmman. What did you receive as president of the Belmont 
National Bank, what salary ? 

Mr. Bevuren, $8,500. 

The CHatrmMan. Was that later increased or did it remain the same? 

Mr. Beuren. That was later increased as the earnings of the bank 
warranted additional expenses. That salary was far below the usual 
range for a bank president. 

The CHatrman. Had the bank been successful in its operation ? 

Mr. Breuret. Up until the time I took over the presidency, it had the 
crores problems of all new banks, and a deficit of $47,000 the day I 
took over. 


The Cuatrman. Had the Office of the Comptroller of Currency’ 
come in on this as the result of the bank’s condition ? 
Mr. Beuren. Yes, he did. One of the ca emer he made to me, 
0 


and I have a letter here from him as one of the conditions of my as- 
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suming the presidency, it was that I would agree to sell an additional 
$50,000 in par value of new stock to enhance the capital structure of 
the bank. 

The Cuatrman. He recommended an increase in the capital? 

Mr. Bevurew. That is right, sir. 

The Cuamman. Was that in the amount of $75,000, or $50,000? 
$75,000, wasn’t it? 

Mr. Beurex. It was $50,000 par, $75,000, yes. 

The CuamMan. That oceurred in 19484 

Mr. Beuret. That occurred in 1948, yes, sir. 

The Cuamman. Were you then in agreement with the Comptrol- 
ler’s recommendation ? 

Mr. Brute. Yes, sir; I was. 

The CuarrMan. You didn’t object? 

Mr. Beure.. No,sir;I didnot. That was one of the conditions that 
Mr. Oberwortmann approved my going into the bank as president, I 
would take steps to enhance that capital value, capital structure. 

The Cuamman. What was the capital structure at that time, capital 
value? Was it 4,000 shares? 

Mr. Bevren. It was 4,000 shares; yes,sir. Thecapital was $200,000, 
the surplus was $50,000, and the undivided profits $5,028, reserves, 
$340.08. 

The Cuamman. How much of the added capital did you take, you 
and your associates? You were associated with a group of people, is 
that correct ? 

Mr. Brvuret. I began to become associated with a group of people 
from that day forward, sir, and out of that $75,000 issue, there was 
$50,000 par value, and $25,000 went in surplus and reserves. Out of 
that I think my group absorbed approximately, in round figures, 
$60,000. 

The Cuamman. Who were the principal stockholders that were not 
in your group? 

Mr. Brurer. There were approximately 10 to 20 original stock- 
holders in that operation that were the principal owners prior to my 
getting into the picture. 

The Cuarrman. Mr. Wallace wants to ask you a question. 

Mr. Watuace. Mr. Beutel, let’s review this a little more quickly. 
Your first bank presideney was with the Belmont National Bank; is 
that correct ? 

Mr. Brute. That is. correct. 

Mr. Wattace. And this was in 1947 or 1948 ? 

Mr. Beutet. The last week of 1947, 1948; yes, sir. 

Mr. Wauuace. There was some criticism, by the national-bank ex- 
aminers, of this bank and you met that by an increase of capital of 
$75,000? 

Mr. Beurex. Yes. If I may, I would like to read a letter to you 
from the Treasury Department, Oberwortmann, relative to that 
situation. 

Mr. Watxiace. Would you rather read or put it in the reeord ? 

Mr. Bevurex. I would like to read it. It is dated January 20, 1948. 
It is to Henry Beutel, president, Belmont National Bank of Chicago. 

Dear Mr. BevuteL: The purpose of this letter is to urge the completion of the 


sale at an early date of at least $50,000 new common stock at a proper premium. 
You will recall in the conversation we had immediately prior to the time you 
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assumed the presidency of the Belmont National Bank of Chicago I had made 
known to you that because of the growth that the bank had made, and the fact 
that the deficit and earnings since it opened for business had practically de- 
pleted the amount the shareholders had paid for undivided profits, coupled with 
the fact the bank had such a large investment in fixed assets, we would expect 
a sufficient increase in the common stock. The matter was also discussed with 
Judge Orr, and he understands our position in this matter. 


N. R. OBERWORTMANN, 
Seventh Federal Reserve District. 

Mr. Watiace. What was the next bank that you went to after hav- 
ine made connection with the Belmont Bank ? 

Mr. Breve. The First State Bank of Elmwood Park. 

Mr. Watiace. When was this? 

Mr. Beuret. In June 1949, I believe that was. 

Mr. Watxace. When did you go to the West Irving Bank? ; 

Mr. Beutet. I organized that bank. That was a newly organized 
bank, the mechanics of which was handled by myself and my operating 
staff, and in conjunction with the owners of the old West Irving State 
Bank Building are at 6005 West Irving Park Road. We organized 
that bank from the ground up, so to speak. 

Mr. Wauttace. When did you get into the Devon-Northtown Bank? 

Mr. Beure,. August of 1952, about the early part of August 1952. 

Mr. Watiace. Can you tell us very briefly what happened after you 
became president of the First State Bank of Elmwood Park, which is 
the old Elmwood Park Bank, which we are mostly concerned with 
here? At one time you lost your position with the bank and then 
regained it, as I understand it. Can you tell us the circumstances of 
that? 

Mr. Beurew. I can tell you the circumstances. I will have to de- 
tail them. It will take a little time to da you the story there. It is 
rather a complex condition relating to the West Irving Bank. 

Mr. Waxxace. Mr. Chairman, we are mainly concerned here, of 
course, with the Elmwood Bank, so I think we can go ahead and pro- 
ceed with questions on the Elmwood Park Bank. 

The CHarrman. Mr. Beutel, what made the Elmwood Park Bank 
a desirable purchase in your view? 

Mr. Breuren. Many reasons, Senator. It was in an outlying, a very 
rapidly developing neighborhood, No. 1. No. 2, it was a favorable 
leasehold. We were paying $500 a month for a building out there 
where our leasehold income was approximately $600 a month. There- 
fore, No. 1, we were living rent free in premises that an ordinary 
bank would be paying anywhere from $15,000 to $20,000 a year for, 
plus the fact that it fad facilities for expansion. There was room 
adjacent to the bank which we subsequently took over to take care of 
the growth of the bank. And to back up my words, I went into the 
bank in 1949, and our total resources were $7 million. At the time the 
bank was very inadvertently closed it was $17 million. We had a 
510 million growth. 


The Cuarrman. What was the capitalization of the Elmwood Bank 
at that time? 
Mr. Beuren. The capitalization of the Elmwood Bank at the time 


I took over the control, with ie group, was $200,000 capital, $50,000 - 
surplus, $36,000 plus undivided profits, and reserve of 000, total 
resources of $7,500,000. 
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The CHamman. Was the First State Bank of Elmwood Park jn- 
sured by the FDIC? 

Mr. Brvuret. Yes, sir. 

The Cuarmman. To your knowledge, did the FDIC examination re- 
port of April 11, 1949, give the bank a satisfactory rating! 

Mr. BeureL. Extremely so. 

The Cuarrman. Was that before or after you became president ’ 

Mr. Bevure.. During the time that I was president of the First State 
Bank of Elmwood Park, the only criticism, the only requirement that 
the FDIC made of us was an increase of the capital of the bank due 
to the fact that we were growing so rapidly, and that was something 
that was being commonly done throughout the country. The FDIC 
was stressing the increasing of capital be ond the ability of the bank 
to put reserves into its surplus account. But through 1949, 1950, and 
1951, where there was no adverse criticism of those banks, contrary 
to what Mr. Gover of the FDIC has—— 

The Cuatrman. That is a matter of record, isn’t it? We could 
ascertain what the record said. 

Mr. Bevurex. Yes, I would be very happy to have those reports 
brought to light. 

The Cuarmman. Our information is that the FDIC examination of 
the Elmwood Bank on March 6, 1950, did not give the bank a satisfac- 
tory rating. Is that not true? Did not that report criticize loans 
made by the Elmwood Bank, especially participation loans with the 
Belmont Bank ? 

Mr. Beurev. It criticized the policy of handling participation loans 
with banks under my own control. _That was, that had nothing to 
do with the quality of the assets. In my argument, my argument 
with the FDIC was why not participate with banks with my own peo- 
ple rather than participate with a Loop bank. There was nothing 
wrong with those loans, Senator. 

The Cuarrman. As I understand it, they criticized the procedure, 
that is, the participation in other banks that you yourself ran. 

Mr. Bevren. When you say “they”—— 

The Cuarmman. FDIC. 

Mr. Beuret. FDIC or the field examiner of the FDIC? The field- 
man for the FDIC, let me say, he and I never got along too well, which 
I would like to prove out as the hearing goes along. I think that there 
was too much personal animosity between he and I, where he never 
gave me a fair account on an examination of that bank. Inasmuch 
as the district supervisor has the life and death control over banks and 
bankers, he could write a report any way to suit his own feelings in 
the matter. Many times I had my directors up before him. In fact, 
I went to Washington at one time before the board of review to try 
to prove that Mr. Gover was leaning way over backward in his criti- 
cism. At one time I had my board of directors up before Gover. We 
overcame every criticism of every loan that he had written up in the 
report, every criticism of every loan. That was in the latter part of 
1952, or 1953. The fact remains, if you can get the examination 
report of that bank and determine what the losses were, then we will 
get to the point of what the soundness of the bank was. Mr. Gover 
and I tangled on the West Irving State Bank. He made it very diffi- 
cult for me to get the FDIC charter. I had to go to Washington to 
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vet it. I had to prove Mr. Gover was lying before I had that bank 
insured. 
. The Cuatrman. Did you oe Mr. Gover was lying? 

Mr. Beutex. Yes, sir; I did. 

The CuarrMan. Youdid? 

Mr. Beurex. Yes, sir; I did. 

The CuarrMan. To the satisfaction of the FDIC ¢ 

Mr. Bevret. To the satisfaction that I got the insurance on the 
West Irving Bank within 3 days after my trip to Washington. 

The CuarrMan. This is a very interesting development. You are 
injecting into this a personality question that I wasn't aware of. 

Mr. Beuret. Senator, when one man controls the life and death 

The CuarrMANn. Does he control it? Let’s go back and examine it. 
Wasn’t there an examiner under Mr. Gover? Didn’t he make an ex- 
amination of your bank ? 

Mr. Beuren. Yes, he did, but Mr. Gover can dictate whatever report 
goes to Washington, where it is filed, and not analyze or inspect it. 
- The Cuarrman. But you had a right, apparently you took advan- 
tage of it, to go to Washington and use rc own powers of persuasion, 
and I would assume at least your equal, if not superior, knowledge of 


the facts to appeal to both the board of review and the board of 
directors of the FDIC. 

Mr. Brute. This is what happened, Senator. 

The Cuarmman. I am not saying you are not right. What I want 
to do is develop this. I don’t want to be personal about this. I wish 
to make the point, Mr. Gover is not the final power nor authority in 


the FDIC. 

Mr. Beuren. He is in this area, and they accept his recommendation 
in Washington. They accept the recommendation of his fieldmen in 
each case. 

The CxatrrmMan. Right offhand I can think of an instance which 
we discussed yesterday in which they refused to accept his recom- 
mendation with reference to Mr. Hodge. Mr. Hodge overruled Mr. 
Gover with regard to the amount of capital to be required in the—— 

Mr. Beutet. That was an entirely different situation, Senator. 

The Cuarrman. You say Mr. Gover is the final authority on things 
in this area. We had a good demonstration where he was not. 

Mr. Brute. Let me say this: Mr. Gover and my group had agreed 
to come up with $525,000 in new capital for the West Irving State 
Bank. The area had been surveyed, had been analyzed by the FDIC 
examiner, who told me personally, he said, “Beutel, this bank offers 
the neighborhood a great service.” 

The Cuarrman. Who told you that ? 

Mr. Bevren. One of their fieldmen, FDIC man. 

The Cuarrman. What is his name? 

Mr. Brute. I don’t remember his name. He said, “I would defi- 
nitely give you a recommendation for a charter in this area.” So in 
discussing this matter with Mr. Gover, as far as the capital require- 
ment of a new bank, we were led to believe by Mr. Gover, that the 
capital requirement would be in line with what had been approved 
at the Park National Bank about a year before, $520,000. There was ~ 
« bank opened out in Pullman for $500,000. So it was natural to 
believe we would be approved at $525,000. 
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I received word that Mr. Gover had submitted a recommendation 
to Washington requesting a capitalization of $650,000, and in his 
report to the Washmgton office he said that I had agreed to $650,000, 
not only I had agreed but that the other organizers had agreed. 

Well, I immediately contacted Mr. Al Shore, who was on the 
organizing committee, and he sent a telegram to Washington saying 
that that was an untrue statement. oak I told Douglas Shearer, | 
said, “Gover is lying.” I said, “I never agreed to $650,000 capital as 
Mr. Gover says I agreed.” And I said, “You call Gover right up. 
You call him up right now and you call him a liar.” 

Three days later I had the charter. 

But this is what I wanted to bring out. Doug Shearer said to me, 
“Beutel, there’s a lot of pressure against you to keep you from opening 
this bank.” He said, “We have a letter from a Senator saying that the 
bank—the area won’t support a bank, and that the Northwest 
National has written us—— 

The Cuairman. State senator or United States Senator ? 

Mr. Beuret. I don’t know. They didn’t tell me. But their files 
should have that letter. 

But the Northwest—Gover told me that the Northwest National 
was wearing out the carpet in their office to the effect that my new 
bank was going to hurt them. They were a $55 million bank. It would 
be like a flea biting an elephant. 

Anyway, the bank opened, and in 4 days we had a million eight 
hundred thousand in deposits without hurting any other bank in the 
area. But the fact remains that there was pressure at that time 
against me and at that time Mr. Gover and I had very serious differ- 
ences, very serious personal differences, which carried on through 
the balance of my banking career. 

The Cuatmrman. Maybe I'd better pursue this. This may be some 
explanation of the personal differences. Did this report en March 
6, 1950, criticize the declaration of a dividend at the time when the 
bank’s capital structure was inadequate? Do you remember that?! 

Mr. Beure.. I do not remember that, sir, no. 

The Cuatmman. Did you declare a dividend when the bank was 
being criticized for inadequate capital ? 

Mr. Beuret. I don’t recall that. While we may be—might have 
been inadequate as far as the rule of thumb—— 

The Cuarrman. Now, let me get this straight. Mr. Gover was there 
at this time, was he, through this period too? 1950? 

Mr. Beuret. Oh, yes. 

The Cuamman. Was he an examiner or fieldman or was he in 
charge of the office? 

Mr. Beure. He was in charge of the area. 

The Cuatrman. Did that report rate the bank’s management as 
only fair because of your attitude and policies? 

Mr. Brevre.. I don’t recall of any criticism, sir. Let me make this 
statement : If the Federal Deposit Insurance Corporation thought that 
my judgment or the staff and the people that I had around me were 
not proper they would never have given me a charter for the West 
Irving State Bank in 1951. 

IT had a reeord of successful bank operation behind me. The 
criticism was not related to quality of assets. 
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The CuarrMan. I have before me, Mr. Beutel, a report regarding 
your application on the West Irving State Bank, dated March 28, 
1951. What I’m reading from is the hearings of the Banking and 
Currency Committe, part I, September 21 to 25, we recently held in 
Washington. : 

This 1s the comment regarding the management of that bank. I 
quote: 

Proposed President Henry J. Beutel is regarded as an opportunist who has 
risen quickly in the last several years to top positions in two relatively new 
banks. Apparently he entered banking work in 1925, gradually rising through 
a series of positions until he became vice president of Southeast National Bank 
of Chicago some time before he left it late in 1947. In December 1947 he went 
to Belmont National Bank as president, apparently obtaining that position by 
acquiring a large stock investment for which he seems to have become heavily 
indebted. The Belmont National Bank was organized in February 1946. Not 
until 1948 was it able to pass the break-even point in earnings and its net for 
that year was very nominal. In 1949 the bank passed the $10 million mark, with 
about 30 percent of its assets in loans. Examiners of the national bank have 
not been particularly critical of the management of Mr. Beutel and loan classi- 
tications have been nominal when present at all. 

Although Mr. Beutel is slated only to act in an advisory capacity in the new 
bank, he has indicated that he has in mind disposing of his investment in the 
national bank and transferring his activity to this proposed bank in which he 
believes opportunities are better. He is still heavily in debt for his bank stocks 
and examiners have reported discrepancies in his financial statements, both as to 
just how his obligations are carried and how his bank stocks are registered. 
This man is regarded as an opportunist and a promoter, and the apprehension 
of Supervising Examiner Gover at further extension of his influence in the 
circle of new banks is fully shared by the undersigned. 

Mr. Brute... Senator, is it—— 

The Caamman. I wondered what comment you have to make on 
that ? 

Mr. Beuret. Well, is it wrong to be a promoter in this country 
today or an ener, take advantage of—let me say is it wrong to 
have ambition ¢ 

The Cuarmman. No. 

Mr. Beutex. I think this country has grown basically on the ambi- 
tion of many men. I think your banks today, your outlying districts, 
your expansion of business in every respect—lI think you can call al- 
most any successful man an opportunist or pn 

The Cuarrman. Mr. Beutel, did not the June 9, 1952, FDIC report 
allege that expenditures of Elmwood Bank funds had been made at 
your direction without supporting vouchers ? 

Mr. Brure.. I think you’re speaking about the remodeling of the 
bank premises at that time. I had hired a contracting firm, a wood- 
working company I believe, to remodel the bank premises, which was 
sorely needed. And one of the arguments, of course, I had 

Che CuHarrman. This is the Elmwood Bank? 

Mr. Brvret. We're talking about Elmwood Bank; yes, sir. 

Mr. Watxiace. Elmwood and Belmont ? 

Mr. Beuren. Elmwood. 

Mr. Watxace. What I think this particular report refers to is your 
use of personnel of one bank to serve another bank. 

Mr. Beuren. I’m glad you brought that up. I was Cneeatee three _ 
banks. Mr. Gover has made the remark that I was pac ding the pay- 
roll. Mr. Gover talks out of both sides of his mouth with a very sharp 
tongue. 
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I had a staff of employees that would work alternately at each one 
of these banks. In fact, we helped organize the West Irving Bank 
and operated that bank so that when we opened up there was very 
little organizational expense on the books. In fact, I worked as 
president of the West Irving State Bank of Chicago for a year and 
a half without salary. I think Mr. Gover didn’t commend me for 
curtailing the expenses in that fashion. I wish I had gone in for a 
salary now. 

However, I had people working at the Belmont Bank that would 
help out at the West Irving Bank. I had people working at the First 
State Bank that would help out at the West Irving Bank. I had an 
interlocking crew of personnel because I was working an interlocking 
ownership of three banks, and it was to the benefit of any new bank 
particularly to get this assistance without putting on additional 
payroll costs, 

And yet Mr. Gover says I’m padding the payroll. Mr. Gover 
knows when he makes that statement that there’s been no one on the 
payroll that didn’t perform any duties as tellers and clerks of that 
bank. 

It’s true I may have had some promotional expenses but that’s 
another subject. 

But as far as the payroll itself, I think it was within my right to 
designate my assistants or a vice president to help out at another 
institution. That’s been done commonly. 

The CuarrmMan. Would that be right? The common stockholders 
of the bank were not identical. Would it be right if you used the 
money of say the Belmont to pay the expenses of the Elmwood or 
vice versa? How do you keep the—— 

Mr. Bevret. Senator, let me cite anexample. Park National Bank 
was organized here in Chicago a few years ago. The president of 
that bank was on the payroll of a large co bank helping to organize 
that bank for about 8 or 9 months, with the end result that that bank 
would ultimately put a deposit in the Loop bank. In other words, 
that was promotional expense. The same way with my three banks. 
We had depository funds from all three banks that would be carried 
at Loop banks. With that. kind of operation that I had, instead of 
putting the excess funds of the First State Bank of Elmwood Park 
down at Continental, for instance, I would put those excess funds in 
the Belmont National Bank where they me provide earnings for a 
bank in my chain rather than for a bank that was not related to me. 

It was a perfectly legal operation, and it also helped the bank 
that was in dire need of earnings. 

So there was nothing legally wrong for taking excess funds of a 
reserve and putting them in another bank. 

The Cuarmman. Is branch banking permissible in Illinois? 

Mr. Beurev. Branch banking is not, but interlocking ownership of 
banks is permitted. 

The CuarrmMan. Chain bankingis? Is that what—— 

Mr. Beuret. No; interlocking ownership where the common-stock 
holders in three banks—— 

The CHamman. But they weren’t identical. You had different 
stockholders. 

Mr. Bruret. Let me say this: Let me clarify that. The controlling 
interest, 51 percent or more, had to be the same stockholders, The 
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ority naturally were different, but the majority had to be the same 
oe for the cooked and for the management to be related to more 
than one institution. That was a legal operation. In fact, I think 
I only had—had the only operation in Illinois with three banks. 
There are some with two. And I know many cases where there has 
heen favors back and forth between the two, but they’ve never been 
er) j ‘ized. : g 

“But I always get back to the point that while maybe my practices 
were criticized by Gover for one reason or another there was no loss 
‘n that bank until the bank was liquidated. No losses in that bank 
until the bank was liquidated. 

The CuammMan. You mean when it was closed by the—— 

Mr. Beurer. When it was closed for liquidation. 

The CuarrMaAn. By Mr. Hodge? 

Mr. Beurex. That’s right. Then everybody got a piece of it. __ 

The CuatmmrMan. We'll come to that a little later. You’re antici- 

ating me. 

[ wanted to make this record. The June 9, 1952, report stated that 
the employees of other banks were being carried on the Elmwood 
Bank payroll, and you explained why. 

Mr. Beurex. That was of record; yes, sir. For instance, just 
as a— 

The CHarrMan. These reports ultimately led to your indictment 
in Federal court on a charge of misapplication of bank funds? 

Mr. Beuret. No. 

The CuarrMan. You were not indicted—— 

Mr. Beurex. Not on that basis. 

The Cuarrman. What were you indicted for ? 

Mr. Beurex. For 

The Cuarrman. When were you indicted on any charge ? 

Mr. Beurex. I was indicted in connection with expenses that were 
put into the Belmont—expenses that were put into the Belmont Bank 
and for—which was—but not for employees, that’s right. 

The Cuatrrman. When was that? September 1954? 

Mr. Beuren. October of 1954, about a year and a half after the 
banks were closed. 

The Cuatrman. And for what reason? It was not for—— 

Mr. Beuren. It was not for employees. 


The Cuamman. What was it? Was that for the payment of 
vouchers—— 


Mr. Beuret. Promotional expense, Senator. 

The Cuarrman, What plea did you enter? 

Mr. Bewrex. Nolo contendere. 

The Cuarrman. What was the outcome then of that prosecution ? 
What happened ? 
, Mr. Beurex. Restitution for the amount involved and 5 years’ pro- 
ation. 

The Cuamman. Did the FDIC charges ultimatel 
removal as president of the Elmwood Bank? 

Mr. Beuret. You mean prior to the closing, Senator ? 

The CHamman. Yes, in 1952, August 1952. 


_Mr. Breurer. Yes, Mr. Gover prevailed upon the directors at that 
time to remove me, . 


The Cuarman. As president? 








y lead to your 
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Mr. Brute. As president of the bank. That’s right. I was stil] 
a director. 

The Cuarrman. You remained a director? 

Mr. Bevurex. That’s right. Until January the following year. 

The Cuatrman. Did your salary as president continue? 

Mr. Breuret. No, my salary was discontinued at the time. 

The Cuarrman. Were you restored as president of the Elmwood 
Bank at a later date? 

Mr. Bevute.. Yes, I was. 

The CHarrman. When? 

Mr. Beutex. January of 1953. 

The Cuarrman. 1953% Did you at that time or shortly thereafter 
have any difference with the FDIC on the need of increasing the capi- 
tal of the Elmwood Bank? 

Mr. Bevrev. The difficulty was not one of great concern. It was 
a policy of the FDIC to constantly request new capital in new banks, 
and if you were to examine the examination reports of say 50 banks, 
you would see in there in the last paragraph a request for either reten- 
tion of earnings or the sale of new capital, because the banks have 
had such a rapid growth over the last few years that they have not 
been able to offset that growth with a capital increase through 
earnings. 

The Cuarrman. Do you see anything wrong with that? 

Mr. Bevret. Oh, no, except this: It’s very hard to sell bank stock, 
Senator, when you’re not paying a dividend. So you’re between two 
fires. You have a new bank. You haven’t paid a dividend on your 
stock. And you have to go out and sell new stock that’s not paying a 
dividend. The bank stock market is very difficult to promote. Peo- 
ple only buy stock because they know you or they know of you or they 
know your past record. It’s a long-range pull—definitely in the long 
range. 

So it’s hard enough to sell stock in the new bank much less to sell 
stock after you’ve been open 3 or 4 years and the earnings are such 
that you haven’t been able to pay a dividend, and then if you're 
required to sell another two or three hundred thousand dollars in 
stock you have nothing to say to the purchaser. You can say, “Well, 
we hope to pay you a dividend in 3 or 4 years.” 

So what every banker does is try to conserve his assets to the point 
and pay a dividend so that when he does have to go out and sell stock 
he can say, “We’re on a dividend basis.” 

Selling bank stock is one of the most difficult things to do. 

The CHarrman. Was any action taken by the to increase the 
bank capital between 1950 and August 1952 when you were removed 
as president? 

Mr. Beutet. For State Bank of Elmwood Park? 

The Cuarmrman. Yes. Was anything done to increase the capital! 

Mr. Breute.. Nothing was done. e had discussed it at many 
times, but there again we felt to raise capital when we were not on 
a dividend basis would be a difficult thing. And in one instance Mr. 
Gover made the demand on us to raise $600,000 in new capital. Well, 
that would be like asking me to fly to the moon without a rocket. 
To sell $600,000 in new capital is an impossible thing in a small bank. 

And that brings me to a point where some of these supervisors in 
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these banking agencies should be bankers before they get into these 
jobs so they know what our operating problems are. 

* You have Mr. Hodge. I argued with Mr. Hodge for 2 weeks on 
a matter of discount paper. He didn’t even know what discount. paper 
was when I first talked to him about it. He didn’t know whether it 
was worth a hundred cents on the dollar, didn’t know whether it was 
worth 10 cents on the dollar. He has made statements of 40, 50 
cents. Well, it paid out over 90 cents. 

But there was a man who was elected to an auditor to supervise 
banks and had never had any banking knowledge whatsoever. 

That is what is wrong in your banking system today. I'll never 
be in the banking business again by virtue of what happened, but 
there’s a lot of things here that can be corrected out of this hearing 
that no man 

The Cuamrman. That’s what we’re trying to find out—how to. 

Mr. Bevret. That’s right. No man—that would be like me trying 
to supervise the foreman of a tool and die shop. I know nothing 
about it. And that’s what Mr. Hodge was doing. Because if Mr. 
Hodge in the interest of public welfare realized the seriousness of 
closing three banks, if he had any realization of how terrible a thing 
that was, he would never have done it. Outside, of course, there 
were many other aspects to the case. But you just can’t tie up funds 
of twenty to twenty-five thousand porn or 7 weeks, and the FDIC 
can’t just sit back there and Says “Well, you fellows work this thing 
out and when you’re ready we'll play ball with you.” 


I mean they talk about guaranteeing deposits. But they don’t 


worry about these people in the neighborhood that I addressed. I 
addressed « mass meeting at Devon Bank after it was closed of about 
800 people who.had their mney tied up in that bank, and I invited 
the auditor’s office to come out there and be on that platform with me 
to argue what they had done. No one showed up. I was alone on 
the stand out there. 

But they worry about the deposits on one hand but they didn’t care 
about the millions of dollars.being tied up for 7 weeks, and they could 
have—they could have opened those looker They could have organ- 
ized a new bank. They could have liquidated the old bank through 
the new bank without spending $400,000 to do it. 

There were so many facets of this thing that could be-eliminated. 
But the reason it wasn’t done is you didn’t have a banker.in the whole 
crowd in the auditor’s office and when I,say not.in the entire auditor’s 
office, but I mean.in Hodge’s position .nor in the FDIC. 

Mr. Rogers. Mr. Beutel, you’re getting a little ahead of your story, 
because we're talking about January 1953 before Hodge came into 
office. We're talking about.the.period before that. 

Mr. Beure. Well, the thing is leading up to my difficulty with 
Mr. Gover, yes. 

Mr. Rogers. Yes. 

Mr. Beuret. But I wanted to give you a little overall picture be- 
cause this thing can get so pat 

Mr. Rocrrs. We want to try to take this step by step. 

Mr. Beuren. Yes. 

The Cuamman. I was attempting to do that, I may say. 

Would it be a fair summary—and I hope you'll be very careful 
about seeing that I state it fairly; I’m not trying to change it but 
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it’s just the way I understand it; I’m not trying to change the facts— 
that prior to 1953, during the preceding 3 or 4 years, that in addition 
to this specific instance that we just siattionslt about your difficulty 
with the expenditures in construction and payroll, you had had more 
or less constant criticism emanating from the FDIC? Is that a fair 
statement ? 

Mr. Bevrev. That is an unfair statement. 

The Cuamman. Well, you make it fair for us then. I would like 
for you tosum itup. I was—— 

Mr. Bevte.. Let me—— 

The Cuarrman, I don’t want to put it in any way that isn’t justified 
by the facts. Would you describe your relations with the FDIC 
during the years leading up to 1953? 

Mr. Bevurte.. Up to 1953, Senator, my relations with the FDIC 
were more or less pleasant outside of the normal differences that will 
come up between, say, supervisor and banker. When I say 1953-1952. 
Up to 1952. 

he Cuarrman. You mean up until the time they forced you out of 
the presidency of the Elmwood Bank? 

Mr. Bevret. That’s right. That was when—— 

The Cuarrman. That’s a rather serious difficulty, isn’t it? 

Mr. Brute. Well, my difference with the FDIC came about with 
the inception of the West Irving Bank. When I was being blocked 
on that opening, naturally I probably should have walked backward 
instead of forward. I’d have been better off today. But I did get the 
charter. But I was constantly harassed by the FDIC after that. 
Constantly. I mean black was white and white was black. I had 
loans, mortgages, that were being processed where some of the papers 
were still at Chicago Title & Trust Co., and they would throw that 
entire loan into a doubtful category. 

The CHarrman. Just because it was—— 

Mr. Beuter. Just because some papers were missing. And as I say, 
if you will analyze—— 

The Cuarrman. Wait a minute. Just because some papers are 
missing is a little different. They weren’t really missing. You knew 
where they were. They were just not at the moment there. 

Mr. Beurex. The loan wasn’t complete, Senator, so they gave it a 
classification. 

The Cuarrman. You don’t want to leave the impression FDIC is 
not justified in criticizing a loan where some of the papers are missing. 
Because they’re entitled to have all the papers in their file. 

Mr. Beuret. Yes, but Mr. Gover backtracked on many of those 
criticisms when I took my board of directors down to his office one 
day with my attorneys. And he backed off on every criticism in that 
one report. And that was in—I think that must have been in the early 
part of 1953 or the latter part of 1952. 


We walked out of that office, and Gover couldn’t support one 
criticism in that examination. And I had my board there, and I had 
nothing to say. I just sat there and let my directors take the ball, 
because they knew those loans. 

But that’s what I’m saying to you. When one man can say it should 
be in this column or that column, it’s wrong—unless the man is an 
experienced banker, which goes right back to the sale of the assets 

hose loans 


of that bank. All of t were sold. T hate to say what they 
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were sold for. It breaks my heart. But the soundness of those loans 
proves out the fact that they were liquidated 

The Caamman. Mr. mages would like to ask you a question. 

Mr. Rogers. Isn’t this what you’re saying, Mr. Beutel : That at least 
from 1951, the West Irving Bank, up to 1953——— 

Mr. Beuret. Beginning 1951 is when I was harassed by FDIC. 

Mr. Rogers. You were harassed ? 

Mr. Beuret. Yes. 

Mr. Rogers. We're not arguing whether they were justified or not. 

Mr. Beutet. That’s right. 

Mr. Rogers. The fact is you were criticized. 

Mr. Beuret. Yes. 

Mr. Rogers. That’s all the Senator was trying to get. 

The Cuarrman. Our information is from the staff and from the 
examination of the FDIC that during that period there was more or 
less constant criticism in the reports of one or more of your banks. 
Is that not a fair statement? 

Mr. Beutev. Well, let me say this——— 

The Cuamrman. Whether or not it’s justified is another matter. 
You have a perfect right to say it wasn’t. But I was just trying to 
make the record here as to what actually happened. 

Mr. Beuret. Let me make this statement: Douglas Shearer, who 
was one of the examiners in Washington of the FDIC, said, “Beutel,” 
he said, “we’ve had all kind of criticisms about you, about you running 
more than 1 bank, running more than 2 banks, and why do you want 
to run 3 banks?” 

I said, “I don’t know,” I said. “I guess I just like to work.” 

He said, “I guess if you feel you can do it, it’s all right with us.” 

And I walked out of that office. I shook hands with those fellows. 
And I had my charter. There was no difficulty at that time. And 
if any place—if there should have emanated any criticism of my 
activities up to that time, it should have come from Washington. 

So here lam. I walk out with a charter for a third bank. How 
bad can the two banks be? And overnight, all of a sudden, I become 
harassed, the minute I was over in a spot on that capitalization, which 
would have hurt us badly. We couldn’t have raised that additional 
money probably for another few months. 

The Cuamrman. Mr. Beutel, did you know that on January 23, 
1953, Mr. Gover recommended to FDIC headquarters that the Elm- 
wood Bank be cited ? 

Mr. Beoren. Yes. 

The Carman. For the record, would you care to say what that 
means—“cited” ? 

Mr. Beuren. At that time the bank was to be cited not for the 
condition of the bank, Senator—— 

The CHamman. What does a citation involve, first, before we get 
on. That is, you might say, a term of art in this business. What 
does it mean ? 

Mr. Beuren. In his meaning it means a complaint against man- 
agement and not against the condition of the bank. 

The Cuatrman. What is the remedy that follows from that citation ?- 

Mr. Beuret. Removal of the administrative officer or the removal 
of the insurance. 
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The Cuarrman. Their real remedy is, isn’t it, if you do not comply 
with whatever the complaint is, the cancellation as of a certain day— 
I think it’s 120 days thereafter—of your insurance? Is that not the 
remedy ¢ 

Mr. Brute... That was right, but that was related to, I believe, his 
demand—I may be off in my dates a little bit. But his demand for 
either $600,000 or a million dollars in new capital. A fantastic figure 
for a small outlying bank. 

The Cuarrman. You’re coming back to the justification or lack of 
it in his citation, and I don’t want to cut you off. 

Mr. Bevuret. All right. 

The CHarrman. You will have ample opportunity to develop 
that. I’m trying to make a record that will have some continuity 
and meaning. But you'll have every opportunity to criticize those 
that criticized you. 

Did you go to Washington to the FDIC about this matter? 

Mr. Bevret. I did, sir. I took my board. 

The Cuarrman. Was that on February 11, 1953? 

Mr. Brvrev. I took my board of directors to Washington; yes, 
sir. 

The Cuarrman. Tell us about that particular trip; what did you 
do? You took your board. Everybody on your board or—— 

Mr. Bevret. Took the entire board of directors. 

The CHarrman. How many? 

Mr. Brevrex. There were seven. 

The CHatrman. What did you do? Did you discuss the matter 
with the FDIC? 

Mr. Breuret. We discussed the matter with the FDIC. 

The Caairman. Who in the FDIC? I may say that I’m interested 
in this. One thing that I particularly am interested in in all these 
hearings is how well and responsibly the management of the FDIC 
performed its duties, so that I want to know as carefully as you can 
relate what happened at your meeting. 

Mr. Bevret. Well, we were very gracefully received. 

The Cuarrman. Who were they? 

Mr. Beutet. Mr. Cook headed—I believe it was Mr. Cook. 

The Cuarmman. Mr. Earl Cook? 

Mr. Brute. Mr. Earl Cook headed the group. The names of 
the—— 

The CuarmrmMan. He’s the Chairman, is he not? 

Mr. Brute. He’s the chairman of the Reviewing Board. 

The Cuarrman. He’s also Chairman of the Board of Directors, is 
he not? 

Mr. Beuret. And Chairman of the Board of Directors; that is 
correct, 

The Crarrman. I’m informed he wasn’t yet Chairman. He later 
became Chairman. I guess Mr. Harl, Mr. Maple Harl, was Chairman. 
Mr. Maple Harl was Chairman. Was he there? Did he meet with 
you? 

" Mr. Beurev. I don’t think Mr. Harl was there. Mr. Cook was chair- 
man of that meeting. 

The Cakes es. Who else was there? 

Mr. Bevuret. I don’t recall the names of the other individuals. 

The Cuarman. Mr. Tefft? Mr. Sailor? 


Sr oe ea a 
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Mr. Bevurex. Sailor. 

The CuarrmMan. Well, go ahead. I don’t wish to belabor it. 

Mr. Brurex. There were too many. Quite a few. 

The Caiman. Describe your reception. What did you say and so 
en? This was a serious matter to you; wasn’t it? 

Mr. Bevret. Extremely serious matter. 

The Carman. Isn’t it very serious to a bank to have its insur- 
ance removed ¢ 

Mr. Bevres. Extremely serious. 

The CHarrMan. It was almost equivalent to closing it; wasn’t it? 

Mr. Beutet. That is right. 

The Cuarrman. All right. Go ahead and tell us what happened. 

Mr. Beuren. I brought up the matter of Mr. Gover’s recommenda- 
tion for the withdrawal of that insurance. I tried to bring across to 
the committee the fact that there was no reason to withdraw insurance 
on a bank, particularly in the condition that we were in. We at no 
time were in jeopardy as far as our liquidity was concerned. We never 
had any large amount of classified loans, doubtful loans. And on the 
basis of that I tried to combat Gover’s criticism or recommendation 
for the withdrawal of msurance. 

At that time I just vaguely—let me say I touched very lightly on the 
differences of personality that existed between Gover and I. Very 
lightly at the time. 

But what I did want to bring out was the soundness of the bank, the 
penalty that the neighborhood would have to pay if such action were 
taken, the penalty that the stockholders: would be subjected to if such 
action were taken. In other words, I brought out—lI tried to em- 
phasize how serious this thing could be on one hand, and on the other 
hand why do to us—there was nothing wrong with our bank. They 
hadn’t proven we were insolvent or—the only thing they could say is 
we didn’t have sufficient capital. But that’s an accusation that can be 
made to any bank. And I mean any bank, Senator. There are very 
few banks in this country today that are, let me say, adequately capital- 
ized to the point where the examiner doesn’t say, “Well, you could use 
more.” And each bank tries to retain as much of their earnings as 
possible to offset that. 

The Crarrman. I don’t know that my silence implied agreement. 
1 don’t wish to show agreement with that. I don’t know. But I’m 
under the impression that our banks are, generally speaking, pretty 
well managed. It’s been very profitable in recent years, 

Mr. Beuret. Extremely so. 

The Cuarrman. You really mean you think the majority of the 
banks in this country are underfinanced ¢ 

Mr. Beuren. No. Let me say, going back to 314 years ago, if you 
were to pick out the First State Bank of Elmwood Park as an example, 
and Gover said the bank was undercapitalized, you could pick out 200 
other banks, new banks, and put them im the same classification. That’s 
what I’m trying to emphasize. 

The Cuatrman. There were others. New banks? I see. 

Mr. Bevret. That’s right. Strietly—— 

The Cuarrman. The significance of that, the reason they’re inter- 
ested, is the bank gets overloaned, and if there should be any recession 
in our economy it might threaten their solvency. You don’t feel that 
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they’re entirely arbitrary in requiring a minimum capitalization to 
their loans and deposits; do you ¢ 

Mr. Beuret. Would you think, Senator—you haven’t been in the 
banking business, but as a layman would you think that a bank that 
a $4,300,000 in loans out of $17,900,000, or say $18,000,000, was over- 

oaned ¢ 

The Cuarman. It isn’t just the loans; it’s the quality of the loans. 

Mr. Bevrex. That’s right. 

The Cuarrman. Whether or not they are in the acceptable or un- 
acceptable class, whether they’re fixed; in other words, if there are too 
many real-estate loans. Well, I don’t need to go into all of that. It’s 
the quality of the loans that’s involved. 

Mr. Beurex. That’s right. But the State law requires that a loan 
not be made on a building in excess of 50 percent of its appraised value, 
and the appraisal must be made by 2 independent, peaaae appraisers. 
So, therefore, every loan in a State bank is less than 50 percent 
of its appraised value, and its appraised value in all instances is usually 
10 to 15 sonra less than the market value of property. So, therefore, 
we can eliminate the danger in the real estate loan portfolio. 

The Cuarran. I won’t go along with that. ere’s liquidity in- 
volved in addition to whether or not under a stable condition this par- 
ticular property is worth money. A commercial bank as distinguished 
from either a savings bank or ers building and loan association 
is properly required in my opinion to keep their loans in a more liquid 
condition than merely good real-estate loans. 

Mr. Beuret. Then would you say a savings and loan with $9 million 
in mortgages out of $10 milfioa of deposits is liquid ? 

The CHarrmaNn. I’m not prepared to argue the details with you. 

Mr. Brurex. As against a million dollars in real estate loans out of 
$18 million? 

The Cuarman. What—— 

Mr. Brute... See the point I’m bringing out, Judge? 

The Cuarrman, The point is that through fairly long experience 
the Comptroller of the Currency, the FDIC, and the Federal Reserve 
Board have worked out ratios of capital to loans, and capital to other 
liabilities and assets which they feel are necessary as minimums. 

If I understand you correctly, in effect you’re saying to the com- 
mittee that these standards which they have developed are arbitrary 
and unjustified. Is that correct? 

Mr. Breutex. No. 

The Cuarmman. I wanted to make that point. Obviously I can’t 
tell you whether your particular bank was properly financed or not 
because it would require an analysis of the quality of the loans. 

Mr. Brute. That is correct. 

The Cuarrman, And all the other factors that are involved in any 
bank statement. But I’m interested in whether or not they acted 
arbitrarily with you, if there was no justification for it. I assume 
from what you've already said that you feel there was a certain amount 
of arbitrarmess in their attitude. Is that not a fact? 

(Mr. Beutel noddin } 

The CarrRMan, Tdi e f 
what they said to you on what you said to them whi 
there. You went there in February to the department. 

Is this your counsel ? 


ou to go ahead and develop if pos want to 


e you were 
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Mr. Beutet. I’m sorry. This is Mr. Gannon. 

Mr. Gannon. I’m awfully sorry, Senator. I was in the courtroom. 

The Cuarrman. For the record, will you put yournamein? You’re 
counsel for Mr. Beutel ? ‘ 

Mr. Gannon. My name is John Gannon. That’s right. 

The CHArrMAN. Quite all right. Go ahead. You may confer. 

Mr. Beutet. Clarifying one point, in their criticism of me for, say, 
insufficiency of capital, it was apvesping that they could apply to me 
or they could not apply tome. I mean, let me say there could be other 
banks in the same category that I was. They would be requested for 
more capital either now or later at some future date. But in view of 
the differences that I was having with the FDIC, I was under particu- 
lar pressure, and yet there was nothing in our structure that was un- 
healthy, any more than there was anything unhealthy in any other 
bank who might have had growing pains for the first 5 or 6 years. 

The fact that they were Son at the start to bring their capital up to 
the growth of deposits, in the economy that we have, does not make 
for unhealthy bank position. 

In my argument in my defense in Washington was the fact that 
our bank was sound, yes, but that the demand, the unreasonable 
demand, for $600,000 in capital was an unreasonable demand. Be- 
cause if he was asking that of us, then why wasn’t he asking it of 
someone else? Because there wasn’t that much criticized paper in the 
bank, outside of what later developed. 

The Cnamman. You think it might have been a combination of 
the inadequacy of the capital with their critical attitude toward you 
as a manager of the bank, and that the two coming together led them 
to be more severe than they would ordinarily be? Do you think that 
was true? 

Mr. Beuren. Yes. 

The Cuarrman. Tell me, when you went to Washington, as I said, 
on February 11th, I believe, of 1953, had you at that time arranged 
for sale of the controlling interest in the Elmwood Bank to the Bank- 
ers Discount Corp. ? 

Mr. Beuret. Certainly thereafter I did. When I say “arranged,” 
the discussion—I had had discussions with Mr. Kennedy, of the Bank- 
ers Discount Corp., in January of that year relative to a sale of the 
controlling stock, but that—nothing had been definitely consummated 
on that until the latter part of February, I would believe. I’m a little 
hazy on those dates, Senator. 

The Cuarrman. That, I think, is a very important date. I think 
it has a bearing upon the attitude of the FDIC. I’m quite confident, 
if I can rely on previous testimony, that the presence of paper from 
the Bankers Discount Corp. influenced their judgment. Is that not 
true? 

Mr. Beuren. Yes, it did. However-—— 

The Cuarrman. Mr. Beutel, you’ll excuse me a moment? I'd like 
to speak to a member of the staff, 

Mr. Beuren, Sure. 

The Cuarrman. Mr. Beutel, I have just been informed that Mr. 
Dobbs, the attorney for Mr. Epping, has arrived, I think you knew . 
that we had Mr. Epping, as well as Mr. Hintz and Mr. Hodge, up 
here under unusual circumstances. We had planned to bring Mr. 
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Epping on before you, but because Mr. Dobbs wasn’t here we thought, 
rather than lose any time, we’d put you on. 

Mr. Dobbs has appeared, and since it is I think both troublesome 
and expensive to the State to keep these gentlemen up here, I ho 
you won’t mind if we have a recess of your testimony and permit the 
committee to go on with Mr. Epping, and you will come back tomor- 
row. Is that agreeable? 

Mr. Beorex. At your service, Senator. 

The Cuamman. I appreciate very much your attitude, but I think 
it is a proper way for us to troll, I had, as you know, planned to 
have Mr. Epping, but because of the previous witness not going for- 
ward, we had a change. 

Thank you very much, Mr. Beutel. We'll have you back tomorrow. 

Mr. Gannon. We'll attend at your pleasure. 

The Cuarrman. Thank you. 

May we have order in the committee room, please. 

Mr. Marshal, will you bring in the next witness, Mr. Epping? 

Mr. Epping, are these cameramen bothering you ? 

Mr. Eprrne. No, sir; I understand they have their job. 

The Cuarrman. Before I proceed with the witness there is one mat- 
ter that I’d like to address to Mr. Dobbs. You are Mr. Dobbs, I 
believe? 


STATEMENT OF HUGH J. DOBBS, ATTORNEY, ON BEHALF OF 
EDWARD EPPING 


Mr. Dorgs. I am, sir. Hugh J. Dobbs, attorney for Mr. Epping. 


The Cuarmman. In the Chicago Daily News of yesterday, Monday, 
October 8, I read as follows on page 16: 

An attorney for Epping, Hugh J. Dobbs, complained that Hodge and Epping 
were treated “very badly during their 4-day stay in Joliet.” Warden Joseph E. 
Ragen flatly denied the charges. “They were put in solitary confinement, fed 
very poor food, and were not allowed to read newspapers or magaZines,” Dobbs 
said. “Both asked to go to church on Sunday and were refused.” Dobbs said 
the Senate committee “dictated to Warden Ragen how Epping and Hodge were 
to be treated. They usurped the prerogatives of the warden,” Dobbs said. “I 
intend to file a protest.” 

Is there any truth in that, Mr. Dobbs? 

Mr. Dogss. I did not say that you dictated what the wardem did. 
The newspaper reporter volunteered that Ragen told him that. Mr. 
Epping is here and the information I gave I received from him. 
Suppose you ask him those questions. 

The Cuarrman. I'll be glad to do it, but this is quoting you. I want 
to make it very clear the committee did no such thing. I have never 
in any way communicated with the warden, only one member of the 
staff communicated with the warden, and if need be he could say on 
the record what he said. 

I think this is a terrible story, and I would hope that you would 
deny it categorically. 

Mr. Doss. I repeated, Mr. Chairman—I repeated to the reporter 
who was there what Mr. Epping had told me. Mr. Epping told me 
that they were brought up here Thursday to be here for yesterday’s 
hearing, that they were kept in solitary confinement, and that he was 
not paane to go to church and was not furnished a newspapers. 

The Cuarrman. Mr. Dobbs, you know very well that that is entirely 
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within the discretion of the warden. How could you imagine that this 
committee had anything to do with what that treatment was? 

Mr. Dosss. Now, Senator, I just told you that I did not say that 
you dictated “oe to Mr. Ragen. I did not say that. So let’s 
don’t go into that further. 
tore Ga asanaate I wanted to make the record clear. The reporter 
was in error in saying you said that? 

Mr. Dosss. I did not say that; that’s right. 

The CuairMAN. I wanted to make it very clear. 

Mr. Dongs. I know nothing of what you said or anybody on your 
committee said to Mr. Ragen. 

The Cuamman. That certainly clears the record. 

Mr. Dosrs. Yes, sir. ; 

The Cuamman. I certainly want to make it very clear that I didn’t 
say anything to Mr. Ragen at any time about how Mr. Epping was 
to be treated, nor did any member of the staff. 

Mr. Doss. I don’t suspect that you did, Senator. 

The Cuairman. I certainly didn’t. I certainly have no interest 
whatever in trying to punish or in any way restrict these gentlemen 
who have been confined by the State of Illinois. It’s entirely a State 
matter. This committee never has any such interest in any such case. 
It’s so fantastic that I thought it ought to be corrected. 

A great many other errors occur in accounts about these committee 
meetings, many of them because of the rush of modern newspaper 
methods. But that I thought was an especially aggravated one. 

Mr. Dosgs. As a matter of fact, Senator, I did not realize that I 
was talking to anybody for publication at the time, 

The Cuarrman. I think it’s been made clear now on the record that 
that story had no foundation whatever. 

Mr. Epping, will you please raise your right hand and be sworn? 
Stand, please. 

Whereupon, Edward Epping was duly sworn as a witness by the 
chairman, and was ceaidoel and testified as follows: 


TESTIMONY OF EDWARD EPPING, ACCOMPANIED BY HUGH J. 
DOBBS, HIS ATTORNEY 


The Cuarrman. Please be seated. 

Mr. Dongs. May I ask the chairman is this being televised at the 
present time ? 

The Cuamrman. I don’t know. Is it? 

A CameraMan. No. 

Mr. Dosss. Is it being photographed for television purposes? 

The Cuarrman, Yes, it is by this camera here. 

Mr. Doses. Well, Mr. Epping has asked me to object to that and 
to say that he will decline to testify if he is being either photographed 
or televised for television purposes. 

_ The Cuamrman. Mr. Epping, did you ever attempt to obtain a loan 
in favor of the Alton Wood River—— 

Mr. Epprnea. I refer to my counsel. 

Mr. Doggs. May I have the question, Your Honor? 


_ The Cuarrman, Mr. Epping, did you ever attempt to obtain a nies 
in favor of the Alton Wood River Co.? ' 
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Mr. Doses. Mr. Epping declines to testify because of the fifth 
amendment, Your Honor. 

The Cuarrman. Mr. Epping, did you ever carry any fraudulent 
State warrants to the Southmoor Bank? 

Mr. Errrne. I refer that question to my legal counsel. 

Mr. Dozss. Same objection. 

The Cuarrman. May I ask, Mr. Epping, do you intend to plead the 
fifth amendment to all the questions pertaining to the matters that 
are concerned with warrants which were cashed at Southmoor Bank? 

Mr. Eprrne. I would like to refer that to my legal counsel. 

Mr. Dosss. Senator, Mr. Epping of the three principals is the only 
one still subject to indictment and trial. There are 44 indictments 
pending in Sangamon County which have been untried and to which 
he has pleaded not guilty that involve each of these warrants that were 
cashed at the Southmoor Bank. He has given the committee an 
answer to all questions which the committee thought bore on this 
problem during last July. 

At the present time he declines to testify because of the fifth amend- 
ment and because of the pending indictments. 

The Cuareman. May I ask you, Mr. Epping, would you care to 
testify while you’re here before this committee on any other subject? 
Is there any objection ? 

Mr. Doses. There's no objection so far as I know, Senator, to any 
matters that do not involve the transactions at the Southmoor Bank? 

The Cuarmman. I wish just to make the record clear. It obviously 
is not interesting to the committee to investigate things that don’t bear 
upon the central core of this hearing. I of course respect the fifth 
amendment to our Constitution. I wanted the record to show very 
clearly what your reasons were for pleading it. It is not an amend- 
ment or a procedure that should be used arbitrarily without some 
justification and your justification you have just stated—that is, that 
indictments are pending in Sangamon County. Is that correct? 

Mr. Dosrs. Yes. 

(The unsworn testimony of Mr. Epping appears at p. 1191.) 

The Cuarrman. I’m afraid we’re not having a very fruitful day in 
our hearings today. I think that in view of this development that the 
committee might as well recess for the day until 9:30 tomorrow 
morning. 

(Whereupon, at 4:05 p. m., the committee recessed, to reconvene 
at 9:30 a. m., Wednesday, October 10, 1956.) 





ILLINOIS BANKING SITUATION 


WEDNESDAY, OCTOBER 10, 1956 


Untrep States Senate CoMMITTEE, 
ON BANKING AND CURRENCY, 
Chicago, Ill. 

The committee met, pursuant to recess, in room 209, Federal Court 
Building, at 9:55 a. m., Senator John Sparkman presiding. 

Present : Senator Sparkman. 

Also present: Robert A. Wallace, staff director; Donald L. Rogers, 
counsel; Matthew Hale, counsel; J. H. Yingling, chief clerk; and 
James B. Cash, Jr., staff member. 

Senator SparkMAN. The committee will come to order, please. 

Will you bring out Mr. Henry J. Beutel ? 

Henry J. Beutel thereupon resumed the stand, and having been 
previously duly sworn, was examined and testified further as follows: 


TESTIMONY OF HENRY J. BEUTEL, ACCOMPANIED BY 
JOHN GANNON, HIS COUNSEL—Resumed 


Senate SrarkMAn. Mr. Beutel, you have been sworn, as I under- 
stand ? 

Mr. Bevret. I have. 

Senator Sparkman. Of course, you realize that I am coming into 
this for the first time here in Chicago. Senator Fulbright was here 
on Monday and Tuesday. Because of a previous commitment he 
had to go away. I did not have the advantage of hearing your testi- 
mony yesterday, but I hope that in the course of the proceeding I 
may catch up on it without too much repeating or duplication. If I 
should ask you something that has already been answered and dis- 
cussed, you will realize that it is not for any purpose of repeating but 
my trying to catch up and get the story. 

Mr. Bevre. I understand. 

Senator Sparkman. What was it you were relating when the com- 
mittee recessed yesterday ¢ 

Mr. Breurex. Senator Fulbright asked me to relate my presenta- 
tion that I had made to the Board of Review of the Federal Deposit 
Insurance Corporation in Washington relative to a request for 
$600,000 in additional capital for the First Bank of Elmwood Park, 
and I was just beginning to explore that meeting, and if I may con- 
tinue on I would appreciate it. 

Senator Sparkman. Yes, just go right ahead, if you will. 

Mr. Brevren. To bring you up to date, Senator, Eugene Gover, the 
supervisor for the Federal Deposit Insurance Corporation in this ~ 
area, requested an increase of the capital structure of the First State 
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Bank of Elmwood Park in the amount of $600,000 which was, in my 
opinion, a request that was entirely out of line in view of the ratio 
that the bank—in view of our ratio between risk assets and capital 
that we were enjoying at that time, and I might explain to you briefly 
just how that is arrived at and what the national average is. 

At the time I went to Washington with my board of directors in an 
attempt to make a rebuttal against that exorbitant request for addi- 
tional capital, the loans in the Elmwood Bank were approximately 
$214 million out of 17 million in resources. Our capital structure at 
that time was over—and when I speak of capital structure I mean 
capital, surplus, undivided profits, and reserves—was over $500,000. 
Our ratio between that capital structure of $550,000, and I speak of 
the reserve account in that description, the ratio between that figure 
and what we call risk assets, money loaned out, was approximately, 
say, 6 to 1, just as a round figure. 

The national average, Senator, is about 7 to 1. We were below the 
national average of all banks of our type, and yet Mr. Gover asks for 
600,000 more capital, and I wanted to find out why. 

We had a very unusual situation at the Elmwood Park Bank. It 
was a comparatively new bank. It had just begun to grow from the 
standpoint of earnings. Every new bank, as you know, has a few years 
of growing pains, so to speak, in order to develop the necessary income 
that a bank comfortably needs, and I stressed to—my directors.and I 
stressed to the Board of Review in Washington that there was nothing 
wrong with that bank. In fact, up to that time, Senator, there was 
no request by the Federal Deposit Insurance Corporation for a charge- 
off of any of our loans, and yet they charged me with questionable 


management, questionable assets, I mean all kinds of ate charges 


and allegations, but yet at no time was there any required chargeoff. 

Now, the correction of the relationship of paid-in capital and re- 
serves and the risk assets can be corrected by a change in the amount 
of risk assets that are outstanding. 

In other words, if the Banking Department feels that the ratio is 
out of line they will request you to limit the amount of loans that are 
outstanding. 

By my yardstick, I do not call Government bonds and cash a risk 
asset. Eleven days before the bank was closed—11 days before the 
bank was closed my cash position and my Government bonds totaled 
over $10 million in liquidity. My unsecured loans, all of which were 
supported by financial statements, were only $260,000 out of 17 million 
in resources. I mean, the soundness of the bank was evident by the 
statement. 

Now, that brings us to the point that the bank was under undue 
pressure, and that is what I was trying to determine, why, you see. 

Senator Sparkman. Let me be certain. What was the date of that 
statement ? 

Mr. Bevren. March 31, 1953. 

Senator SparKMAN. March 31, 1953? 

Mr. Bevrew. That is correct. 

Senator SparKMAN. Was that statement to the State banking depart- 
ment, or was that to FDIC? 

Mr. Bevret. No; this was a statement of condition of the bank as 


represented by its books on the 31st of March 1953. However, they 
are aware of that condition. 
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Now, as of this statement, Senator, I had purchased—and which 
| would like to elaborate in detail a little further on—approximately 
$1,800,000 
Senator SparkMAN. Will you wait just a minute? Mr. Rogers has 
something he wants to ask. 

Mr. Rogers. We can bring this up to date. 

The meeting in Washington was on February 11, 1953? 

Mr. Beurext. February 11; that is right. 

Mr. Rogers. On January 28 or 23, I believe, Mr. Gover had recom- 
mended that your bank be cited under section 8—A of the Federal De- 
posit Insurance Act for unsafe and unsound practices! 

Mr. Bevret. That is correct. 

Mr. Rogers. And as a result of that you went to Washington to 
discuss it with the Board of Review? 

Mr. Beuret. That is right. 

Mr. Rogers. And one of the matters you discussed with them was 
this problem of increasing the capital ? 

Mr. Beutex. That is right. 

Mr. Rogers. I think at this point we ought to establish at what time 
you sold the banks to Bankers Discount Corp. 

Mr. Beuret. The sale of the bank, the First State Bank of Elm- 
wood Park, was after the meeting in Washington. In other words, the 
final conclusion of that—at the time that I was in Washington, I mean 
whether or not there was to be a transaction consummated or not, 
was just a matter of conjecture. 

Let me say that with the request for additional capital that had been, 
was being forced upon me, I had to take steps to sell or make contact 
with someone who possibly ec uld come up and comply with the re- 
quest, whether it was six hundred or three hundred. I was in no posi- 
tion to do that, I was in no position to sell that much of the stock. 

Mr. Rogers. I think it is very important that we establish the time 
of the sale. 

Mr. Brute. Yes. 

Mr. Rogers. You had talked to a representative of Bankers Dis- 
count around the Christmas holidays for the first time; is that right? 

Mr. Beurex. We had just vaguely, generally, discussed it; yes. 
There was nothing concrete at that time. 

Mr. Rogers. And you discussed it further during the month of 
January ? 

Mr. Bevuret. On two occasions, yes; maybe 2 or 3 occasions, I don’t 
recall. 

Mr. Rogers. The minutes of the executive loan committee of the 
Elmwood Bank show that on January 28 the committee authorized 
a resolution to purchase $500,000 worth of Bankers Discount paper, 
that is January 28, 1953. By January 28 it would seem that you had 
already completed your negotiations with Bankers Discount. 

Mr. Bevrex.. That could be; I am rather vague on those deals be- 
cause there were so many things transpiring at that time that I am 
not clear on the dates. Probably—I think at that time I had dis- 
cussed with several of my directors the possibility of a transaction. 

Do the minutes indicate a contemplated sale of the control of the 
bank at that time? 

Mr. Rogers. No; the minutes do not indicate that. 

Mr. Beuter. They don’t indicate that? 

83551—56—pt. 2—12 
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Mr. Rocers. All it indicates is that there is an authorization to 
purchase $500,000 worth of Bankers Discount paper and setting out 
the terms. 

Mr. Bevret. Yes. January 28? 

Mr. Rocers. January 28. 

Mr. Bevret. I had an idea in my mind it was the latter part of 
February. Iam off on my timing in that respect. 

Mr. Rogers. I think you are. 

Mr. Bevurex. For the reason that I had been talking to Kennedy, 
and he had explained to me his desires to liquidate a collateral trust 
note that the Republic National Bank of Dallas, Tex., was carrying 
for his company, and one of the moves in that respect was to tem- 
porarily take over some of that paper until such time as the refinancing 
of his entire operations would be concluded. : 

Mr. Rocrrs. The importance of it was this: When you were talk- 
ing to the FDIC in Washington on February 11 had you already sold 
the bank to Bankers Discount ? 

Mr. Brute. No; that 

Mr. Rocers. If yon had you should have told the FDIC that. 

Mr. Breuret. No. No; at that time the deal hadn’t been definitely 
concluded, verbally or actually, until the middle of February, I am 
quite confident. 

Mr. Rogers. You didn’t indicate to the FDIC that you were even 
thinking about it ? 

Mr. Beuret. Not at that time, because the problem with the FDIC 
then was one where they were citing—let me say their criticism was a 
general criticism, but not a and at that time the hearing with 
the Board of Review was brought about by my request, not theirs. 
They didn’t ask me to come to Washington. 

Mr. Rogers. That is right. 

Mr. Beurew. I asked them. In fact, I had asked that Gover be 
present, which he was not. Mr. Gover happened to be conveniently 
out of town, or something, but they were very courteous, they listened, 
and they made no comments. In other words, the only thing that 
was discussed at that time was our presentation about the condition 
of the bank and how harmful it would be to the community and the 
outlying banks of not only this city, but other outlying banks in the 
country. 

If the Federal deposit insurance were withdrawn, particularly on a 
bank that was in the condition that this was in—if they had said to us 
in Washington that “You had a million dollars in bad loans and we 
want them charged off,” that would have been a different situation ; 
but there was no specific reason other than, “We want more capital, 
period,” you see. 

Mr. Rocers. Let’s say this: that in the normal course of events you 
would not even know that Gover had recommended such. That 
would be a confidential matter between Gover and the FDIC. 

Mr. Brevuret. No; Mr. Gover sent the First State Bank of Elmwood 
Park a letter addressed to the board of directors that unless we com- 
plied—I don’t remember the terminology of that letter, but that unless 
we complied with his request for an additional $600,000—and let me 
say the correction of the past practices; and he didn’t say what prac- 
tices they were—if they were not corrected, that he would withdraw 
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the insurance. That is what brought about our meeting in Washing- 
ton. 

Mr. Roeers. I understand. 

Mr. Beutex. Yes. 

Mr. Rogers. The whole difficulty is this: that your agreement was 
purely an oral agreement, there is no written contract between you 
and Bankers Discount. 

Mr. Bevret. Strictly an oral, that is right; and Bankers Discount 
knew that I was in difficulty with the supervisory examiner or, rather, 
supervisor of the FDIC in this area, and I told them that it was a 
burden that I couldn’t carry financially. 

And here was a company that had a capital position, rather a sur- 
plus and reserve position of over $2 million. It was doing business 
with approximately 20 other banks around the country. In fact, I 
have a letter here from Republic National Bank addressed to executive 
vice president of the company dated March 20, 1953, telling them 
how good they are. This letter is in the files. 

Mr. Rocers. Let’s get back to February. 

Mr. Breutret. In other words, that was the reason why we went to 
Washington in this connection. 

Mr. Rogers. I understand that. I am trying to establish the date 
of the sale. 

Mr. Bevre.. All right. 

Mr. Rocers. This deal, your selling the two banks to Bankers Dis- 
count, in the case of Elmwood that involved $250,000 worth of stock, 
and in the case of Devon it involved about half a million dollars 
worth of stock plus the paper that was going to come in which 
amounted to, in the case of Elmwood, $2 million,-and in the case of 
Devon, $900,000. 

In other words, the whole arrangement amounted to about $4 mil- 
lion, and yet you had nothing in writing? 

Mr. Brouren. That is correct. 

Mr. Rogers. Isn’t that rather unusual, to have a $4 million proposi- 
tion and have nothing in writing on it? 

Mr. Bruren. One followed the other, one had no relation to the 
other. If I may elaborate a little bit. The reason for selling the 
banks was because of the fact that I was under pressure for new 
capital and I knew that there was nothing that I could do about it. 
As an individual, the financing that weak have been necessary for 
me to come up with to maintain this interlocking control was far 
beyond my individual capacity to overcome the situation, because of 
the fact that in order for me to maintain the operation or the inter- 
locking operation of the 3 banks, and if we were to sell $600,000 
worth of stock I would have to take back $301,000 worth of stock. 
I couldn’t do it financially, because my control of all these banks was 
through the interests of many, many people. 

Mr. Rogers. I understand that. 

Mr. Bevrer. Now, along that line the sale of the banks was one 
thing. After the banks were consummated and the money for the 
purchase of the Elmwood Bank, I believe, came from the Republic — 
National Bank of Dallas, Tex., did they not pledge that stock down 
for a loan? Iam quite sure they did because T hypothecated the stock 
without any liability at the time, but that was one transaction. 
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Now, the Republic National Bank of Dallas, Tex., is quite a sizable 
institution. The capital and surplus is $42 million, far greater than 
anything that I have been in contact with. 

They thought that the Elmwood Bank stock was pretty good stock 
for them to loan Bankers Discount Corp. enough money to buy the 
control, but their buying the control at that time had nothing to do 
with my purchase of the paper, and I will show you—I will give you 
the 

Mr. Roarrs. I would like you to explain that because it seems like 
it would have a very great bearing on the purchase of all this paper. 

Mr. Beurer. Yes. Let me say that in the long-range planning, as 
you go into one deal you see the possibility of working something 
out that, might be beneficial, too. The Bankers Discount Corp. has 
19 offices throughout the Southwest. They are like Local Loan, Honse- 
hold Finance, they make small loans to individuals, up to $800 apiece. 
They borrow, oh, throughout the year, probably from 18 to 25 banks, 
they may borrow anywhere from two to four million dollars like any 
other finance company does. 

In order to expedite the handling or to expedite the mechanics of 

borrowing from, say, 20 banks, a finance company sets up what is 
known as a collateral trust note with 1 institution. That one note 
covers as much collateral as the borrowing company may want to 
ledge. 
As an example, if I wanted to borrow, say, a million dollars from 
20 banks and I had $2 million worth of collateral I would go to the 
Republic Bank and say, “Will you assume the responsibility of han- 
dling all of this collateral and in turn issues collateral trust notes to 
19 other banks?” 

Now, there is a participation of ownership of 19 banks in that 1 col- 
lateral trust note that the Republic National Bank is handling. 

They in turn, for that service to the Bankers Discount Corp., 
charge Bankers $50,000 a year for that collateral trust note operation. 
That is handling the collection, making sure that the reserves are ade- 
quate, making sure that the collections come in, substitution of notes, 
payment of notes, so that the other 19 banks have no mechanical work 
to do whatsoever, they are leaning on the Republic National Bank 
to handle the financing responsibilities. 

Now, Kennedy saw in this relationship, and he had been in the 
mae long enough, an opportunity to eliminate that $50,000 a year 
charge. 

Mr. Rogers. He wanted to have his own banks handle it? 

Mr. Bervret. No, not his own banks handle the paper. Let the 
banks serve as a medium of handling a revision of his dntinting ro- 
gram. Let’s say Kennedy’s business had grown to a point, and which 
I can prove, whereby the banks now were willing to go along with him 
on an unsecured basis, but in order to go along on an unsecured basis 
he had to retire all of the outstanding paper with the banks first, and 
then go back in on an unsecured line, so therefore he would service 
the paper himself in his own office and he would owe all these various 
banks unsecured rather than secured on a collateral trust note, as was 
evidenced by the commitment that the Bank of America made to the 
Bankers Discount Corp. on April 8, 1953, for $750,000, plus $250,000 
more in 30 days, which money was going to be used to take out some of 
the paper that Mr. Hodge said was wortion. 
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But Mr. Hodge didn’t give us a chance to use that money. But 
I am just citing that as an example—— 

Mr. Rogers. Mr. Beutel, please, this is a very complicated story, 
and I am hoping to keep it right here on the point at hand. 

Yow were trying to tell me, as I understood, why the purchase of 
the banks had no relationship to the purchase of the paper. What 
vou said so far would seem to assure that it did have a direct relation. 
' Mr. Beurer. At the time that was not the discussion. At the time 
the sale of the banks was primarily made—the Bankers Discount Corp. 
was interested in expanding their operations in the Middle West. At 
that time—at no time was there ever any discussion of the banks taking 
over this paper, this was originally now, this was at the time of the 
sale of the banks. 

Mr. Rocrrs. This is Where we get the confusion on dates. You see, 
on January 28 the Elmwood Bank had already agreed to buy $500,000. 

Mr. Beuren. Yes. 

Mr. Rocers. From what your testimony indicates you sold the bank 
after that time. I would be inclined to think that that was kind of a 
simultaneous proposition, that you sold the banks and you made the 
arrangements to buy the paper. 

Mr. Bruren. I don’t remember the timing at that time, but put 
yourself in my position. I had two million and a half in loans, 
which was, frankly, a ridiculously low amount of earning assets 
for a bank of $17 million. I saw an opportunity here, based on in- 
formation that I had gotten from other banks, of increasing the earn- 
ing assets of the bank. 

As I say, I am sorry that I am not able to correlate the dates in 
connection with the sale, but it just happened, of course, that there—— 

Mr. Rocers. Mr. Beutel, what is your best judgment as to the date 
of this agreement ? 

Mr. Beuret. What agreement are you talking about ? 

Mr. Roerrs. I am speaking of the agreement by which you sold the 
Elmwood Bank, the Devon North Town Bank to the Bankers Discount 
Corp.—sold the majority stock control of these two. 

Mr. Beurev. Do you have a record of the date that the Republic 
Bank took over the Elmwood stock ? 

Mr. Rogzrs. No. 

Mr. Beutret. That would jog my memory. 

Mr. Rocers. I don’t have it. 

Mr. Beuret. You don’t have that particular date? 

Mr. Roerrs. I will say this: Mr. Sorensen has testified that he 
learned of it in the middle of February. 

Mr. Wattace. Mr. Beutel, when was it that Orville Hodge sent 
his examiners into the Elmwood Bank, do you recall? Wasn’t it 
March 2 that he sent them into the bank ? 

Mr. Bevret. I believe it was the early part of March. 

Mr. Wauuace. I believe that Mr. Sorensen, who was Mr. Hodge’s 
assistant at that time in the Chicago area, testified that he had dis- 
covered that the Bankers Discount Corp. had assumed control of the 
Elmwood Bank by reading it in a newspaper. 

Mr. Beurex. Yes. Well, that is the only way that they would know, 


because there was no requirement that the banking authorities be 
notified. 
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Mr. Wauxace. Did you put out a press release to the newspapers that 
this change of ownership had occurred? How did the newspapers 
find out? 

Mr. Bruret. Well, Kennedy—lI have a press release in a Memphis 
paper dated—this is the Commercial Appeal, Memphis, March 29. 
This says “Four Chicago area banks,” which is a misquote. One of 
the banks that the Bankers Discount Corp. had acquired was the 
First State Bank of Whiting, Ind. They had acquired that, I believe, 
in the fall of 1952, and actually Mr. Kennedy had only acquired 
three banks, but this is the first press release that I had seen in con- 
nection with the transaction and, as I say, that is March 29. 

Mr. Rocers. We know that you sold them at least a month or so 
before that. 

Mr. Brevret. About a month and a half, according to my records— 
and unfortunately a lot of my papers are not available to me, but 
to the best of my recollection that transaction was consummated 
around the middle of March, let me say—the financial end of it 
where the Bankers Discount Corp. picked up the stock. I would 
have to check back and find out when the Republic National Bank 
advanced that money. 

Mr. Roarrs. You see, the Devon Bank by the middle of March had 
$900,000 worth of this paper. 

Mr. Bevret. That is right. 

Mr. Rogers. So it must have been before that. 

Mr. Beuret. Well, the middle of February. Did I say March? 

Mr. Rogers. Yes. 

Mr. Bevurew. I am sorry; the middle of February. 

Mr. Rocers. When did you tell your directors and officers that 
you had sold the banks? 

Mr. Brevrew. I am aware that they were informed in the February 
meeting of 1953; I think about the third week in February. 

Mr. Rocers. We can ask them when we have them up here. 

Mr. Beutrer. Yes. . 

Mr. Rogers. In any event, the FDIC on February 11 did not know 
you were contemplating the sale? 

Mr. Bevret. No, I did not discuss that aspect of it at all. 

Mr. Rogers. If they had known that they might have thouglit a 
little bit differently about your situation and about the citation. 

Mr. Bevuret. Yes, I think if I had probably outlined to them the 
fact that I was bringing a substantial company into the picture they 
might have felt a little more kindly toward the situation, because, 
frankly, the FDIC—and when I speak of FDIC I am not talking 
about the Washington agency; I never had had any trouble with the 
Washington agency of the FDIC, my difficulty has always been in 
the local office. Let me say, all of my difficulties have emanated from 
here because Washington has always been cooperative, and, let me say, 
attempted to be understanding of the problems, but they also indi- 
cated that they leaned on the findings of the local supervisor. 

Mr. Rocrrs. Well, they have to, of necessity; don’t they? 

Mr. Brute. That is right, but at that time I was discussing the 
soundness of the bank, I wasn’t discussing the fact that I was con- 
templating selling the bank. I was discussing the jeopardy that we 
were confronted with as far as the cancellation of that insurance in 
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the bank, in the neighborhood, and what it would do, the harm that it 
would cause as far as other outlying banks were concerned. 

Mr. Rogers. Certainly the fact as to who owns the bank is a very 
important one—who manages the bank. 

Mr. Bevre.. Not so much as who runs the bank. Let me say there 
is more stress laid on who runs it. 

Mr. Rogers. The person who owns the bank will decide who is going 
to run it; is that right? 

Mr. Beutet. Pardon? 

Mr. Rocsrs. The person who owns the bank will decide who is going 
to run it? 

Mr. Beutet. Not always; the banking department has the power to 
decide who is going to run it. They usually dictate or approve, put 
their stamp of approval upon the management. 

Mr. Rocers. I understand the Illinois banking law does not permit 
the Illinois auditor to remove an officer. 

Mr. Brute. Doesn’t permit, but the pressure that they can put 
upon you can be so unbearable that it is tantamount to that. 

Mr. Wauuace. Mr. Beutel, Mr. Hodge’s examiners were in your 
Elmwood Bank from March 2 to 11. After this examination did they 
issue any warnings to you or direct you to change your banking 

olicies ¢ 
Mr. Beuret. To my recollection, no, sir. 

Mr. Watrace. They didn’t warn you about this paper being in 
existence at that time? 

Mr. Brute. No, sir; to my recollection they did not. 

Mr. Wautace. This paper did come into criticism of the depositors’ 
office; didn’t it? 

Mr. Beutet. The paper came into criticism the day that I acquired 
or, let me say, shortly after I acquired it without any attempt to 
determine—— 

Mr. WaAtLace. At the time that you acquired it? You mean in the 
Elmwood Bank? 

Mr. BeutreL. Well, in the Elmwood Bank, I believe that I acquired 
this paper in the early part of March. The first of this paper came 
in the early part of March. Your records indicate—— 

Mr. WauiAce. Yes. Didn’t the Elmwood Bank sign an agreement 
with Bankers Discount Corp. on March 18, 1953, to purchase more of 
the bankers discount paper 

Mr. Beurex. Approximately so; yes, sir. 

Mr. Wauxace. Incidentally, I think at this point I ought to make 
clear just what this kind of paper is. I don’t think it is generall 
understood. It is my understanding that the type of paper whic 
you were handling from the Bankers Discount Corp. is what is 
generally known as personal loan paper. It is like the small loan com- 
panies which loan $20 or $50 or $500, signature loans, and this paper 
often is unsecured, sometimes it is secured by household furniture, 
sometimes it is secured by automobiles, and sometimes it is merely a 
signature loan. It varies according to State regulations as to the 
amount of interest that it pays, but I think a usual rate of interest, 
when you speak of a pure rate—that is, if you make it equivalent to 
what you pay on a home mortgage of say, 5 percent—the pure rate on 
this type of paper would be 36 percent; yout it not? 
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Mr. Brvurev. It runs 3 percent per month, 214 to 3 percent per 
month. 

Mr. Wauxace. Three percent. 

Mr. Bevure.. Yes, which is the legal 

Mr. Wattace. So in terms of return it is very lucrative paper, but 
in terms of risk it is considerable more risky than some of the other 

aper. 
7 Mr. Beutet. Well, I take issue with you there, That paper came 
through the depression just as good or better than many other bank 
assets, and even Mr. Gover himself admitted that. 

Mr. Wattace. Do you recall the record overall on the loss ratio of 
that type of paper? 

Mr. Brure.. The loss ratio as evidenced by a statement from a 
certified public account, which was in the First State Bank of Elm- 
wood Park’s files, showed the loss ratio of that paper for the 2 previous 
years to my acquisition of it was less than one-half of 1 percent. 

Mr. Watxace. That is a total loss ratio—— 

Mr. Bevuret. During the depression the loss ratio—or let me say, 
not during the depression, but the overall national average, I believe, 
on consumer paper is about 1.4, 1.5. 

Mr. Waxtace. That is the overall national average? 

Mr. Bevre.. That is the overall. 

Mr. Wat.ace. Is it not a fact, however, that most of this paper is 
held in the same vicinity where it would be collected, that is, you were 
taking this paper from Dallas, and I think Memphis, in a Chicago 
bank which is a considerable distance from its area of location. 
Wouldn’t that make a difference in possible loss ratio? 

Mr. Beuret. No. You see, each area had its own individual office 
to service this paper. Banking today on that type of paper—loans 
directly are handled in the area, but you will find commercial paper 
of finance companies bought by banks all over the country, which is the 
same as a collateral trust note. 

Now, here you had, as an example—you had the Bank of America, 
who had loaned and was willing to loan additional money to this com- 
pany in Dallas, Tex., the Bank of America had outstanding over $600 
million in consumer paper, loans up to three to five hundred dollars 
to individuals. To me a diversified liability of various individuals— 
to me it is the best risk in the world, particularly established, based 
on the economy, of course. 

Mr. Wattace. You understand, Mr. Beutel, if we don’t attempt to 
go too deeply into the difference of opinion as to the value of the 
paper between you and the FDIC and the auditor’s office. The fact 
is that the FDIC, as I understand it, will permit banks to have some 
of this paper in their portfolio, but they were critical of you because 
they thought you had too much of it in your portfolio. Your feeling 
as a banker was that it was a sound investment? 

Mr. Brute. Yes. However, I admit to a mistake. In order to— 
you see, taking this paper was only a temporary measure until such 
time as we could—where I could assist the Bankers Discount Corp. in 
converting from a secured collateral trust operation where they were 
paying $50,000 a year for service charges to an unsecured line of 
credit which would eliminate that charge, and the time element in that 
probably might have been from 3 to 5 months to go from a secured to 
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an unsecured basis. Now, in that interim period, my banks were 
carrying that paper, and which was a profitable thing. The mistake 
that I made was taking all of this paper—not that the paper is bad, 
but what I should have done was diverted this paper to many of my 
correspondent banks, I should have called in 10 large banks, for in- 
stance, and said, “Now, here is a problem that I would like to work 
out for a company in Texas. Will you take $500,000, will you take 
$500,000,” and so on, rather than concentrate it in my 3 banks, and for 
which I was criticized. 

Senator SparkMAN. Let me ask you a question on that. Did you 
take the paper before you sold to the Bankers Discount, before you sold 
the control, or was it after? 

Mr. Beuret. No, after. 

Senator Sparkman. Did you remain president of the bank? 

Mr. Beuren. I remained president. 

Senator SparkMAN. After you sold to Bankers Discount ? 

Mr. Beuren. Yes. There was no change in the official staff of any 
of the banks. 

Senator Sparkman. On what basis did you take this paper? What 
ratio of its face value did you have to put up for it 

Mr. Beuten. We purchased the paper on the basis of 2-percent re- 
serve which would build up to 10 percent. In other words, at no time 
could the reserve amount to more than 10 percent. In other words, if 
we took in $200,000 we would set up a 2-percent reserve on that. 

Senator Srarkman. There was no money, then, that actually 
changed hands? You simply set up a reserve against the-—— 

Mr. Brute. We set up a reserve against that. However, we pur- 
chased that paper dollar for dollar. 

Mr. Gannon. That is what he wants to know, what did you pay for 
the paper ¢ 

Senator Sparkman, Without recourse. 

Mr. Beureu. We had a repurchase agreement whereby they would 
buy back any paper that was not satisfactory to us. 

Senator SparKMAN. At any time? 

Mr. Beuret. At any time, I believe—— 

Senator Sparkman. At face value, again ? 

Mr. Beurex. Yes, at face value. I think it was 30 or 60 days. 

Senator Sparkman. I still am not clear in my mind. You say you 
purchased it at face value. Did you actually pay the money for it? 

Mr. Bevret. We paid Bankers Discount for this paper, which was 
coming in from the banks with whom they had been doing business 
with, in other words, they were drawing in this paper. 

Senator Sparkman. When they transferred $100,000 worth of this 
paper to you, did you actually pay out $100,000 ? 

Mr. Beure.. We paid—that is right. 

Senator SparkMAN. And in addition set up the $2,000 reserve? 

Mr. Bevret. That is right. No; we did not set up the reserve, the 
$2,000 was held back on the $100,000. 

Senator Sparkman. Oh, in other words, you paid $98,000? 

Mr. Beuren. We paid 98 cents on the dollar. 1 see what you mean. 

Senator Sparkman. That is what I was trying to get. 

Mr. Breurer. You see, and this paper was coming in from other 
banks throughout the Southwest. You see, this paper was previously 
held by other banks. 
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Mr. Watwace. Mr. Beutel, despite the technical differences of 
opinion over this type of paper, is it not a fact that you ultimately 
did agree that you would get rid of some of it? Didn’t you offer or 
state to Hodge's office and to the FDIC that you would be willing 
to get rid of the paper? I think you had even made arrangements 
with some bank—what is the big ote you had arrangements with 
to get rid of some of the paper ? 

Mr. Brute. Well, we had arranged a million-dollar loan with the 
Bank of America. 

Mr. Wauuace. Oh, the Bank of America, so that you were in the 
process, as I understand it, of getting rid of this excess amount of 
this paper. When was this, the latter part of March 1953? 

Mr. Brute. No; we received—I received a telegram from William 
Ross Kennedy, president of the Bankers Discount Corp., with whom 
I had been in California just 2 days previous—I received a telegram 
from him on the 9th of April, 2 days before the banks were closed, 
to the effect that the Bank of America had agreed to give us a million 
dollars over a 30-day period, which was to be used to retire this 
paper. 

In other words, we'had agreed with the auditor’s office that we would 
attempt to get this paper out one way or the other, but all we wanted 
was time. In other words, what we were faced with was that they 
wanted the paper out now. I mean, we were going along from day 
to day trying to work out means to retire the paper. 

Mr. Rocrrs. But, Mr. Beutel, on April 10—that would be the day 
after you got the telegram—a shipment of $800,000 worth of this 
paper came into the West Irving Bank. 

Mr. Bevuret. I told Mr. Sorensen either on the 9th or 8th—or the 9th 
of April, that I had committed to take this additional $600,000 worth 
of paper, but that would be the last batch, and I believe my board of 
directors were with me at the time and I said, “I have to take that 
paper because Kennedy has made this commitment and has issued”— 
I believe he had purchased this paper from these other banks, and I 
said, “I have to take that paper, but that is the last,” so they under- 
stood and they knew it, and Sorensen at that time was sitting at Mr. 
Hodge’s desk—I remember the incident very clearly—and he said— 
well, he didn’t say anything, he just went like that [indicating]—he 
said, well—he didn’t say “Yes” or “No,” but I said, “That batch I 
have to take by virtue of the position that Mr. Kennedy is in” because I 
said, “If he is committed to buy this other paper from the banks, and 
all of a sudden he says to them ‘I can’t do it, gentlemen, it is going 
to ruin his relationship with them.” 

And up to that time as was evidenced by information I have, he 
was in very good standing with these other banks. 

Senator Sparkman. It was April 9 you had that discussion with 
Mr. Sorensen ? 

Mr. Bevutew. Well, it was the 8th or 9th. 

Senator Sparkman. The 8th or 9th? 

Mr. Brute. It was a few days prior—— 

Senator Sparkman. And, on April 10, the paper came in? 

Mr. Bevre.. That is right. 

Senator Sparkman. And, on April 11, Mr. Hodge suspended the 
operations of the bank? 
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Mr. Bevreu. That is right, but it was on April 10 that I told Orville 
Hodge that I had a million dollars to take a million dollars worth of 
paper out of the bank. 

Senator Sparkman. So that on either the 8th or 9th you told Mr. 
Sorensen; he was assistant to Mr. Hodge; wasn’t he? 

Mr. Bevrex. He was an assistant or he was 

Senator SparkMAN. The deputy ? 

Mr. Bevtet. Deputy assistant, I believe. 

Senator SparKMAN. Yes; and you told him that you had to take 
this additional paper? 

Mr. Bevutex. That is correct. 

Senator Sparkman. And either the next day or the second day it 
came in? 

Mr. Bevret. That is right. 

Senator Sparkman. And on that same day you told Mr. Hodge that 
you had a million dollars coming to move this paper ? 

’ Mr. Bevrex. That is right, sir. 

Senator Sparkman. The next day he suspended operations at the 
bank? 

Mr. Beutex. That is right. 

Senator SpaRKMAN. When did the FDIC come into the picture? 

Mr. Bevtre.. Excuse me just a moment, please. 

Senator Sparkman. Did you want to add something else? 

Mr. Beurex. I wanted to say that the closing of the banks was a 
complete surprise to all of us. We thought that we were working 
the situation out to the satisfaction of everyone, particularly when 
we had shown our ability to come up with a million dollars. 

Now, Senator, here I would like to inject something that is very 
vital. You see, if there had been constructive supervision of the entire 
transaction by the banking authorities they would not have gone to 
such extreme of closing 3 banks, regardless of what allegations or 
regardless of what charges they might have made against me, but 
here are 3 banks with total resources of over $40 million, involvin 
3 neighborhoods—3 prosperous neighborhoods—but for a sma 
amount, say, of the $2 million of questionable paper—at that time 
Hodge said the paper was worthless. As you know, it proved out 
over 90 percent. 

But to allow 3 banks to close in an economy like this with the con- 
dition of the banks as liquid as they are I think was a tragedy for the 
reason that these neighborhoods were starved for capital for 7 weeks. 
There was no regard, at any time, for the shareholders or the 
depositors. 

Now, we hear about the banking department worrying about the 
depositors being paid off. That wasn’t the problem here. You know 
yourself that the liquidation of any institution when it is closed be- 
comes a costly one, as happened in this particular case, but that is 
something that should never have happened regardless of what the 
allegations were. We needed some constructive leadership in the 
banking ie in the auditor’s office, or the FDIC, and who would have 
said, “Gentlemen, we cannot close these banks. So there is $2 million 


in questionable paper, that is to be determined, but we are not going 
to tie up $37 million in deposits for T weeks.” 
Mr. Wauuace. Mr. Beutel—— 
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Mr. Bevrev. In other words, that is a very serious thing to happen 
in an economy like ours, Senator. 

Mr. Wattace. Mr. Beutel, the fact is, however, that Mr. Hodge’s 
office and the FDIC, too, had been critical of this paper as a result of 
this examination in March, of Hodge’s examination in March. Never- 
theless, between March 23 and April 3 the Elmwood Bank accepted a 
total of $2,180,512 of this paper ; is that correct ? 

Mr. Beuren. As far as the acceptance of the paper, yes, but they 
were not critical—I think after they were aware of the amount of the 
paper that we had in the bank we had a meeting in the auditor’s office. 
These executive officers of the Bankers Discount Corp. came to Chi- 
cago. We hada meeting with the auditor. 

Mr. Rocrers. When was this, Mr. Beutel? 

Mr. Bevren. This was a couple of weeks prior to April 11; this is 
about the latter part of March. 

Mr. Rocers. Are you disagreeing with Mr. Wallace’s question that 
the $2 million did come in an 11-day period between March 23 and 
April 3? That is his question. 

Mr. Bruret. I don’t have records to show the dates on which this 
paper had come in, Mr. Rogers, unfortunately. 

Mr. Rocers. You see, we all agree it is a very serious thing to close 
these three banks down so people can’t get their money: no doubt 
es that. But you have $2 million worth of paper in a $17 million 
bank. 

Mr. Bevuret. Yes. 

Mr. Rogers. Don’t you think that is a rather serious matter ? 

Mr. Bruret. No; the quality of paper was proven and the liqui- 
dation of the paper has proven out that the paper is sound. When 
you get paper that was liquidated by an uninterested company they 
are not going to do the same kind of a job that the owner of the paper 
is going to do, and yet the paper liquidated out over 90 percent, and 
on the basis that 20 other banks in the country, who were not criti- 
cized by the F DIC—and, incidentally, another Chicago bank was loan- 
ing Bankers Discount Corp. 

Mr. Rogers. That is a very good point, Mr. Beutel. I know Bank 
of America had $7 million worth of this paper, but they are a $90 
million bank. 

Mr. Beutet. Well, either the paper is good or bad; if it is a sizable 
bank 

Mr. Rogers. You had $2 million worth in a $17 million bank and 
that is a large amount. That would concern any reasonable man. 

Mr. Bevurex. Whether I oe it in one amount or smaller 
amounts is not the issue here. I think the issue is the quality of the 
paper. If we were loaning $2 million to one corporation, that would 
be something else again. 

Mr. Rogers. You made the statement that it paid out 90 percent; 
that is right. Could your bank stand a $200,000 loss on it? 

Mr. Bruret. The loss ratio on the paper—it is history—was less 
than one-half of 1 percent. 

Mr. Rocers. You just made the point that they collected 90 percent. 

Mr. Gannon. No; but that —tell him 

Mr. Brvret. They collected 90 percent, but how did they collect 
it? They gave the paper to a company. 

Mr. GANNNON. Disteeseal merchandise. 
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Mr. Breutex. Did you ever see the liquidation of any assets under 
the hammer go for 100 cents on the dollar? 

Senator SrarkMAN. It seems to me we perhaps have explored this 
sufficiently; don’t you think? But may I just ask this one question, 
You argued that your banking activities were sound and that your 
banks should not have been closed ; is that right ? 

Mr. Beuret. Let me say this, Senator. My ownership of the three 
banks might have been a little bit unorthodox. I was the only fellow 
in Illinois to have three banks, and we don’t have chain banking here, 
but by virtue of interlocking control I had them. 

The banks were prosperous. I don’t know whether you know the 
history of the banks and how they grew over the previous few years, 
but we were not cited for losses, we were not cited to charge off any 
assets, but they would criticize management practices. 

For instance, I remodeled the Elmwood Bank twice—— 

Senator Sparkman. Again, I think we have gone into all of this 
sufficiently to get your point. 

Mr. Bevurex. All right. 

Senator SparKMAN. If you will answer this question: Do you feel 
that the action of the State banking department m closing or suspend- 
ing your banks on April 11, 1953, was unwarranted ? 

Mr. Bevrer. Yes; it was unwarranted. 

Senator SparkMANn. Do you feel that there was any motive in it, 
do you know of any ulterior motive? If it was not based on objec- 
tions, sound objections to your banking activities, to what do you at- 
tribute it? 

Mr. Beurrt. There was a great deal of personal animosity existing 
between Mr. Gover and I for many reasons. 

eee SrparkMANn. Wait a minute. The FDIC did not close your 
bank? 

Mr. Bruret. No. 

Senator Sparkman. It was the State banking department? 

Mr. Breurex. But Mr. Gover was with Mr. Hodge and discussed 
this 

Senator Sparkman. Do you believe that Mr. Gover influenced 
Mr. Hodge? 

Mr. Bevutet. I don’t believe influenced, but agreed to go along with 
whatever Mr. Hodge did. 

Senator SparkMAN. As a matter of fact, under the law—— 

Mr. Bevren. Let me say this—— 

Senator Sparkman. The FDIC, when a State banking department 
moves in and closes a bank—there is no alternative for the FDIC, 
they can’t keep a bank open or closed. They may close it by moving 
in and reporting to the State banking department, but theirs is not 
the job of opening or keeping open a bank, theirs is the job of making 
certain that the depositors in that bank are protected under the terms 
of agreement and the understanding of the insurance operation. 

Mr. Bevret. Then, Senator, let me go back to my statement. 

Senator Sparkman, So let’s hold to the State banking department 
which was the agency that suspended your operations. 

Mr. Bevret. Then let me go back to my statement that I made, that 
if we would have had a constructive banker in the auditor’s chair, © 
one with no personal ambition, personal motives, this matter could 
have been straightened out without closing the banks. I could have 
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stepped out of the perry if they didn’t like me, if they didn’t like my 
practices. I would step out, but do not penalize the institutions. 

Senator Sparkman. Was there ever any suggestion to. you that you 

st out ? 
7m Mr. Beurex. That only came from the FDIC. : 

Senator Sparkman, The FDIC did suggest a change in manage- 
ment ? 

Mr. Bevret. Mr. Gover criticized me severely for my policy. 

Senator Sparkman. When was that? 

Mr. Beutex. In January 1953. 

Senator Sparkman. That was prior to your visit to the FDIC in 
Washington ? 

Mr. Brevurew. Yes. 

Senator Sparkman. This may be a duplication—you may have 
gone over this yesterday—but you had previously served as president 
of these banks, had you not? 

Mr. Bevutet. That is correct. 

Senator Sparkman. And there was an interruption ? 

Mr. Brevrex. That is correct. 

Senator SparKMAN. When was that? 

Mr. Bevret. August 1952. 

Senator SparkMAN. Six months before the time you are talking 
about now ¢ 

Mr. Beure. Yes. 

Senator SparKMAN. How long were you out as president? In other 
words, when did you go back again ? 

Mr. Bevurev. Till January 1953. 

Senator SparkMAN. How did you lose out in August 1952? 

Mr. Bruret. Because of the action of the directors by virtue of the 
recommendation of Eugene Gover of the FDIC. 

Senator SparKMAN. The directors of your own banks? 

Mr. Beurex. That is right, by virtue of his direction to them or his 
recommendation to them, they took action. 

Senator SparkMAN. In January, how did you get back in? 

Mr. Beurex. By virtue of the fact that I had the control of the 
banks. 

Senator SparKMAN. Was it the same board of directors? 

Mr. Beurex. No; it was a different board of directors. 

Senator SparkMAN. You had changed directors? 

Mr. Bevurew. That is right. 

Senator SparKMAN. And they elected you, then—— 

Mr. Beuren. They elected me. 

Senator SparkMAN. Toanew term? 

Mr. Bevute. That is right. 

Senator SparkMan. And you remained there until April 11 when 
the bank was closed ? 

Mr. Beurev. I was under constant pressure from the department. 

Senator SparKMAN. From whom? 

Mr. Beuret, From Gover. 

Senator SparKMaNn. You confuse mea little bit. At times you refer 
to the department. Mr. Gover was an FDIC representative. 

Mr. Beuret. That is right. 

Senator SparKMAN. And was in no way connected with the State 
banking department. 
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Mr. Beurer. The State banking department did not enter into this 
controversy at all up until the time that this paper was created. 

Senator SparKMAN,. Your notice of suspension of operations came 
from whom? 

Mr. Bevren. FDIC. Oh, you mean the closing of the banks? 

Senator SpaRKMAN. Yes. 

Mr. Bevrex. The State auditor, Orville Hodge. 

Senator SparKMAN. And that was on April 11? 

Mr. Beuret. April 11; yes. 

Senator SparKMAN. Do you know whether or not Mr. Gover or 
the FDIC or anyone in the FDIC knew that that action had been taken 
or was to be taken before it was actually taken ¢ 

Mr. Bevret. I understand that Mr. Gover was told by someone from 
the State auditor’s office as early as April 2 that they were contem- 
plating closing the banks and during all of our discussions relative to 
our taking out of that paper. 

Senator SparkMAn. Isn’t it true that the banks were held under a 
suspension for a period of time ? 

Mr. Bevrev. They were closed for examination. 


Senator SparKMAN. For about 7 weeks; wasn’t it? 

Mr. Beuren. Seven weeks; yes. 

Senator SparkMAN. During which time the FDIC was virtually 
blocked out? 

Mr. Bevret. Yes; and that is something I never could understand. 

Senator SparkMAN. Isn’t it true that during that 7 weeks it was 
under the control and direction of the State Banking Department of 


the State of Illinois? 

Mr. Bevren. That is right. 

Senator Sparkman. Under the direct management or at least the 
responsibility of the State director of banks or State auditor, I be- 
lieve? Itisa combination office, isn’t it? 

Mr. Bevret. Yes. 

Senator Sparkman. Who was Mr. Orville Hodge. 

Mr. Beure.. That is correct. 

Mr. Wauiace. Mr. Beutel, did you ever have any offers for the 
a Park Bank prior to the offer made by the Bankers Dis- 
count Corp. ? 

Mr, Beuret. On two oecasions I was approached by Lloyd Drexler 


relative to his desire and his interest to purchase the bank on his be- 
half and others. 


Mr. Watiace. Lloyd Drexler? 

Mr. Beuret. Lloyd Drexler, yes. 

Mr. Watxace. Approached you ? 

Mr. Beuret. Approached me on two occasions. 

Mr. Watuace. I see. Mr. Beutel, I want to summarize as to where 
we are in a moment. It is my understanding that you have stated 
publicly in the past that Orville Hodge stole your banks, is that cor- 
rect ¢ 

Mr. Beuret. Well, probably the terminology was not precise. I 
mean that Orville Hodge closed those banks. 

Mr. Watxace. And then became part owner of one of them? 

Mr. Beurer. And then became part owner of one. I believe that 


the closing of those banks was part of an overall pattern and scheme 
to acquire the ownership. 





436 ILLINOIS BANKING SITUATION 


Mr. Wattace. As I understand it, you mean criticism came not only 
from Orville Hodge but also the Federal Deposit Insurance Corpora- 
tion with respect to getting a great deal of this Bankers Discount 
Corp. paper. However, as I get it, you rest your case of arbitrary 
action by Orville Hodge on the fact that you had agreed to try to 
work out of this situation on the’ paper, and they went ahead and 
closed it anyway ? 

Mr. Bevret. That is right. 

Mr. Watxace. Although other paper was in the process of coming 
and you were not given adequate notice and all of a sudden it was 
closed ¢ 

Mr. Breurev. That is correct. 

Mr. Wattace. That is your contention there? 

Mr. Beuret. That is correct. 

Mr. Waxace. Let me raise this point, Mr. Beutel. While this may 
be true when you put this in the context of the previous criticism of 
the Federal Deposit Insurance Corporation of your actions, includ- 
ing in one instance, I believe, a misapplication of funds, don’t you 
think that might have given them—well, what is the situation on this 
misapplication of the funds? 

Mr. Breuret. Misapplication of the funds gets into a subject that 
they never accused me of taking the money. 

Mr. Wattacer. Isn’t misapplication appropriating for your own 
personal use ¢ 
Mr. Brute. That is what the terminology is, that is one meaning 
of it. 

Mr. Watxace. Did you do that? 

Mr. Bevurex. But that I never did. 

Mr. Watiace. You didn’t? 

Mr. Beurex. That I never did. Misapplication of the funds, if you 
wish to know, sir, was the criticism I received and a penalty that I 
have paid for, let me say, diverting funds for political purposes. 

Mr. Watiace. What purposes were these diverted for ? 

Mr. Bevrev. Canipaign contributions, deposits of public funds. 
Let me say it was practice that 

Mr. Rogers. Mr. Beutel, in your indictment it didn’t mention cam- 
paign contributions, did it? 

Mr. Beuret. In the indictment it did not indicate the use of the 
money, nor was I ever charged with taking the money. 

Mr. Rogers. Why don’t you explain what the indictment said? 

Mr. Beuret. May I have Mr. Gannon do it? 

Mr. Rogers. Let Mr. Gannon do it. 

Mr. Gannon. About a year ago or about 15 months ago—— 

Senator SparkMAN. Have you been identified for the record? Were 
you yesterday ? 

Mr. Gannon. Yes, I was. 

Senator Sparkman. All right, go ahead. 

Mr. Gannon. About 15 to 18 months ago an indictment was re- 
turned in 24 counts, 12 of which charged falsifyin 

Mr. Watiace. Excuse me, sir. For the Senator, would you identify 
yourself ¢ 

Senator Sparkman. I have it 

Mr. Wauace. Oh, do you? “Au right. 
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Mr. Gannon. Twelve of those counts were misapplication of the 
funds and 12 counts were companion to those in each instance, falsify- 
ing records of a bank insured by the FDIC. Now, as far as the Gov- 
ernment is concerned, it doesn’t make a particle of difference who 
gets the money or how much money is involved. If in keeping your 
bankbooks you cause a false entry to be made, the Congress has deter- 
mined that you can be sent to acm for a period of 5 years, or fined 
$5,000 or both, and if after making a false entry you take that sum 
of money and put it some place, again the Congress has determined 
the — oF 

So Mr. Beutel answered the 24 count indictment, and as I under- 
stand it, it was a fair sample of the books at that time. 

Mr. Rocers. That was at the Belmont Bank, is that correct ? 

Mr. Gannon. Well, it involved more than the Belmont Bank. Some 
of the accounts involved the Elmwood Park Bank and some the West 
Irving. 

Mrs Beni No, Belmont. 

Mr. Gannon. There was more than one bank. I am sorry I don’t 
have the indictment with me. 

Mr. Rocers. Was it also the Elmwood, Mr. Beutel? 

Mr. Beuret. Belmont, just Belmont Bank. 

Mr. Rocers. Just Belmont ? 

Mr. Brute. Just Belmont. 

Mr. Gannon. My recollection was that there was more than one. 

Mr. Rogers. My point is this: That the indictment did not ify— 
Tam trying to clarify it—did not specify for what purposes the funds 
were used 

Mr. Gannon. No, it wasn’t necessary. 

Mr. Rogers. It wasn’t necessary for the case ? 

Mr. Gannon. That is right. 

Mr. Rogers. All right. 

Senator Sparkman. Mr. Beutel, just a moment while we're talk- 
ing about this indictment. You were placed on. probation, were you 
not? 

Mr. Bevrex. That is correct. 

Senator Sparkman. I assume you did what is usual—you filed a 
complete statement with the probation officer ? 

Mr. Bevurru. That is correct, sir. 

Senator SparKMAN. Would it be agreeable with you for the staff of 
this committee to have an opportunity to see that probation statement ? 
I assume we can see it, but I mean if we could get your permission to see 
it—— 

Mr. Gannon. That question, Senator, if I may——-Under the Fed- 
eral Criminal Rules that probation report is the property of the judge, 
and the judge may in his discretion allow the prosecutor or defense 
counsel tosee it. It isn’t—— 

Senator SparkMAN. My understanding is, let me say, Mr. Gan- 
non——By the way, I’m a lawyer also. My understanding is that it 
is subject to the control of the defendant also. He can give permis- 
S10n: 

Mr. Gannon. Then we can—— 

_ Senator Sparkman. For it to be seen voluntarily. I’m just asking 
if that would be satisfactory with him. 

Mr. Gannon. Oh, certainly. 

83551—56—pt. 2——18 
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Mr. Bruret. If it’s within my power to do, I’d be very glad to give 
it to you. 

Senator Sparkman. In other words, as far as you’re concerned you 
give your consent ¢ 
Mr. Bevtew. Yes, sir. 

Mr. Gannon. We just felt the consent of the judge should precede 
it. 

Senator Sparkman. That may be true, but my understanding is the 
defendant can give permission. 

Mr. Gannon. Yes. 

Senator SparkMaAn. Mr. Beutel, you have just said that you made 
various payments, and I believe you say that these payments that the 
indictment covered were political contributions. 

Mr. Brevret (nodding.) 

Senator SparKMAN. Your answer is “Yes.” 

Mr. Brute. My answer is yes. 

Senator Sparkman. I say that in order that the record may show 
that you did answer “yes.” Did you say that it was for the purpose 
of neeone you to get deposits of. State funds in the banks or in the 
bank ? 

Mr. Beuret. In the banks. I had State and county funds in all three 
of my banks. In connection with the maintaining of those funds and 
the assurance that I could keep those funds for a period of time which 
would enable me to invest that money into a better yield of bond, 
Government bond, if I knew I could keep those funds without being 
drawn down I was in a very comfortable position, and the banks would 
profit by it. 

Mr. Watiace. What do you mean by the term “draw down” ¢ 

Mr. Brute. Well, the State has funds, working funds, in approxi- 
mately, oh, I would judge over 500 banks today, and from time to time 
as the needs of the State require they draw down from the various 
banks. Ifa bank has $500,000 and the State—— 

Senator Sparkman. In other words, they have the privilege of trans- 
ferring those funds or—— 

Mr. Gannon. Reducing. 

Senator Sparkman. Or reducing those funds in any particular 
bank ? 

Mr. Bevrev. That’s right. 

Senator SparkMAN. At any time? 

Mr. Beurex. At any time, which may happen. You may have a 
million this month and $500,000 next month. 

Senator Sparkman. What you wanted to be assured of was a fair 
de of continuity ¢ 

ee. Bowen. Continuity of the deposit ; that is correct. 

Senator Sparkman. Let me go back. Did you say that these con- 
tributions were made for the purpose of helping you to obtain and to 
keep those State deposits ¢ 

Mr. Brvuret. To obtain and to, say, stay in the good graces of the 
powers that be that controlled the distribution of these funds. As 
you know, it seems to be a recognized procedure to contribute, shall 
T say, generally for the privilege of holding State money or the privi- 
lege of appointments or many privileges in this political and economic 
country of ours. 
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Senator Sparkman. I want to check you on one part of your state- 
ment. You impute that knowledge to me. I did not know that that 
was the general practice. 

Mr. Beuret. You might have heard from the newspapers. From 
the newspapers you might have read that—— 

Senator SparRKMAN. I have read about it out here. 

Mr. Bevuret. That’s what I meant. We'll keep it locally, Senator. 

Senator SparkMAN. All right. I just wanted to be certain that the 
record—— 

Mr. Brvret. I didn’t mean to infer that you were aware of it per- 
sonally. 

eanien SrarkMAN. I realize that, Mr. Beutel. 

Mr. Brevret. But there’s been quite a lot of discussion in the news- 
papers here. ; 

Senator SparkMaN. Let me ask you this: From your banking ex- 
perience there is substantial advantage that accrues to banks that are 
able to obtain sizable deposits on which they are required to pay less 
than the normal rate of interest—on time deposits ¢ 

Mr. Brurex. Yes, deposits are the hfebloed of any bank. The 
more money that the bank has 

Senator SparkMAN. What do you pay on—— 

Mr. Beuret. Demand deposits ? 

Senator SparKMAN. On demand deposits ¢ 

Mr. Beurer. We were paying 

Senator Sparkman. At that time. 

Mr. Bruren. We were paying three-quarters of 1 percent. 

Mr. Watxace. On demand deposits?’ 

Mr. Bevurzi. Time deposits. 

Senator SparkMAN. On demand deposits did you pay anything? 

Mr. Beuret. No. 

Senator Sparkman. What were you paying the State for the de- 
posits which you had ? 

Mr. Brure. Three-quarters of 1 percent. 

Senator Sparkman. Paying the same rate as your time deposit 
rate? 

Mr. Beuret. Approximately, sir ; yes. 

Senator SparKMAN. What is the advantage that accrues to a bank 
from that? I believe you have already answered it because you hoped 
to invest that in assets—— 

Mr. Breure. In bonds, that would yield me 134 percent. 

Senator SPaRKMAN. Yes. 

Mr. Beuret. So, therefore, if I had $1,800,000, I was earning with- 
out any, shall I say, retention problem, $18,000 a year more for -my 
banks than I would have if I hadn’t had it. 

Senator Sparkman. Would one bank having sizable deposits of this 
nature have a competitive advantage over one that did not have? 

Mr. Brurer. No. There’s no competitive advantage. Let me 
say 

Senator SparkMAN. It’s simply-—— 

Mr. Brvret. It’s helpful to the bank. 

Senator Sparkman. It’s simply the amount of revenue that you - 
speak of? 

Mr. Bevret. That’s right. 

Senator Sparkman. To help in the operation of the bank ? 
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Mr. Beurev. And it’s particularly helpful to a new bank. 

Senator Sparkman. Yes. 

Mr. Beuret. It was particularly helpful to me when I organized 
the West Irving State Bank in 1951 to have a deposit of State funds 
which I could immediately reinvest. 

Senator SparkMAN. Would you say that these benefits might be tlie 
incentive for your willingness to make political contributions as a 
kind of a quid pro quo? 

Mr. Brute. Yes. 

Senator SparkMAN. That was what took place in this situation that 
you have described ? 

Mr. Beutet. That’s what got me in trouble, and that’s what got me 
indicted. 

Senator SparKMAN. Just as a matter of political philosophy, do you 
feel that that kind of a system might make public officials lax and per- 
haps willing to condone practices that otherwise they would not? 

r. Beuret, Yes. 

Senator SparkMAN. Do you feel that’s a just criticism in the cir- 
cumstances surrounding your case? 

Mr. Bevutet. I don’t—I’m sorry. 

Mr. Gannon. Senator, could I have a moment? 

Senator Sparkman. Yes. 

Mr. Beuret. I didn’t grasp that question. 

Senator SpaRKMAN. Fochate I didn’t ask it clearly. But what I 


meant was—lI’ll withdraw the question. It’s philosophizing more or 
less. I think your other answer substantially answered that. You 
said it did make for laxity in the carrying out of official duties, That 


is your opinion? 

Mr. Rocers. Mr. Chairman, I don’t think that you should leave the 
impression that the problem of closing the banks was related to this 
contribution problem. I don’t think that’s true. 

Mr. Brute. No. 

Senator Sparkman. No relationship to the ool: no, and I had 
no intent to imply that. What I mean is that it makes for more or 
less a looseness—— 

Mr. Rogers. In general. 

Senator Sparkman. In general; yes. 

When you became president. of the Belmont National Bank, dic 
that bank have State deposits? 

Mr. Beutet. The State deposits had been withdrawn approximately 
3 months prior to my assuming the presidency. 

Senator Sparkman. When was it you became president? 

Mr. Breutet. December 21, 1947. 

Senator SparkMaNn. But it had previously had State deposits? 

Mr. Brevurev. There was a letter refusing the bank’s request for State 
funds. There had been a withdrawal of the State funds from the 
bank and the request for the redeposit of the State funds had been 
refused. 

Senator Sparkman. Let me ask it this way: Did the Belmont Na- 
tional Bank make a proposal within your knowledge on September 13, 
1947, for a deposit of State funds or for a retention of the deposit of 
State funds? 

Mr. Breure.. Yes, it did. 
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Senator SparKMAN. Do you have a copy of that letter? Was it 
made by letter ¢ 

Mr. Beurex. It was made by letter. 

Senator SparKMAN. Do you have a copy of that letter? 

Mr. Beurex. I do not have a copy of that, sir. 

Senator SparkMAN. You do not have one available? I'll hand you 
this letter from the State treasurer of the State of Illinois dated Octo- 
ber 1, 1947, and a carbon copy of one of October 2, 1947, addressed to 
Mr. Richard Yates Rowe, State treasurer, Springfield, Il., and I will 
ask you if that represents correspondence between the Belmont Na- 
tional Bank and the State treasurer of Illinois relating to State 
deposits. 

Mr, Beutet. This is the copy of the correspondence that was trans- 
mitted from Richard Yates Rowe, State treasurer, to the Belmont 
bank rejecting: 

Senator SparKMAN. Let me correct that. That isnotacopy. That 
is the original letter, is it not ? 

Mr. Beurev. The original letter plus a carbon copy of the reply to 
Richard Yates Rowe. 

Senator Sparkman. All right. I will offer that for the record at 
this point. We will have them reproduced and inserted in the record. 

Did you ever take action to have State deposits restored after you 
became president a few months later ? 

Mr. Bevuren. Yes, sir, I did. 

Senator SparKMAN. How did you go about this? 

Mr. Beutet. I found someone that—— 


Senator SparkMAN. Will you withhold that just a minute? In 
order that we may be familiar with the subsequent questions, I think 
it night be well to read the letter. 
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(The letters read by Senator Sparkman follow :) 


aoa 


TREASURER OF THE STATE OF ILLINOIS 
RICHARD YATES ROWE SPRINGFIELD 


TREASURER 


October 1, 1947 


Mr. G. H. Pemberton 

Vice President 

Belmont National Bank of Chicago 
3179 North Clark Street 

Chicago 14, Illinois 


Dear Mr. Pemberton: 


Your proposal of September 13, 1947 for a 
deposit of State funds in the amount of $300,000 at 1/2 
of 1% has been rejected. 


As indicated in our letter of September 12, 
1947, we will draw on you for the balance in our account 
on October 15, 1947. 


Very truly yours, 


‘ 
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Vr, Richard Yates Rowe 
State Treasurer 
Springfield, TLiinois 


Dear Mr. Rowe: 


Needless to say, we were deeply disappointed to 
receive your letter of October lst saying that our proposal 
for deposit of Stete Funds in the amount of $300,000.00 at 
one~half of 1% had been rejected. 


In our original bid of 3/86 of 1%, we were guided 
by the information regarding the 1946 bids as shown by the 
Illinois Bankers Association bulletin, therefore our original 
bid at this figure. Upon havire the originel application re- 
jected, we again consulted the officials of the Dllinais 
Bankers Association, ani it was their opinion thet a bid of 
one-half of 1% would probebly be socepted, 


We regret having to lose this deposit, inasmuch as 
this is a fairly new bank, and if ‘t would be possible to 
revisc vwur bid, we would be very glad to submit an offering 
of 5/85 of 1%, if it is not too late. 


Outside of Judge Orr, whom you Inow, all the other 
members of our Board of Directors are etrong “epublicans, andi 
I know personally that they have the kindliest feelings to- 
ward you in your plans for the future. Tlowever, we want our 
bid to stand on its merits, and we will be very happy to have 
you advise if a change in our bid at tliis time would be con- 
sidered. 


- Assuring you of our wil’ingness to cooperate at 
all times, ani thanking you for your past consideration, we are 


Yours very truly, 


Txecutive Vice President 
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Senator Sparkman. Is that G. H. Pemberton? 

Mr. Bevre.. That’s correct. 

Senator Sparkman. What response did you get to that letter or did 
the bank get to that letter ? 

Mr. Beurev. There was no response to that letter, sir. 

Senator Sparkman. Then when you came in as president, you tried 
personally to—— 

Mr. Beurer. And successfully. 

Senator SparkMAn. And successfully ? 

Mr. Bevuren. That’s right. 

Senator Sparkman. Will you tell us just what you did? 

Mr. Bevret. I contacted a gentleman that I knew who was—who 
had close contacts to those who controlled State funds and said that 
I was faced with a situation, I had gone into the Belmont Bank as 
the president, it was a new bank, it needed earnings desperately, that 
we had lost the State deposit which had hurt us from the standpoint 
of curtailing those earnings, and I said, “It’s imperative that I get 
those funds back. I can’t wait until such time as that money comes in 
normally through our growth.” I said, “This could be very helpful to 
us.’ 

And through that contact I was able to have a deposit I believe of 
$700,000 made in the Belmont Bank several months after, 2 or 3 months 
after. 

Senator Sparkman. After you became president ? 

Mr. Bevuret. After I became president, yes. 

Senator Sparkman. Did you name that contact ? 

Mr. Beutet. I gave the name to the committee, yes. 

Senator Sparkman. I mean here in your statement. 

Mr. Bevutet. No; I did not. 

Senator Sparkman. Who was that? 

Mr. Brurex. It was the deputy treasurer for the State of Illinois 
at that time. 

Senator Sparkman, What was his name? 

Mr. Beutet. Jack Brown. 
gee Sparkman. He was deputy? Who was State treasurer 
then 

Mr. Beurex. That was Rowe. 

Senator Sparkman. Oh, yes. Mr. Richard Yates Rowe. And—— 

Mr. Rocers. Mr. Beutel, are you speaking of 1948 now / 

Mr. Wauzace. Or 1949? That's very important, because I don’t 
think that Mr. Brown was deputy State treasurer in 1948, although 
he was in 1949. 

Mr. Breuer. Was he in 1949? Well, this was prior to the time that 
he was deputy treasurer, then. It was through Jack Brown that—— 

Senator Sparkman. But he was the person, regardless of what his 
position may have been ? | 

Mr. Brurex. That’s right. That’s true. 

Senator Sparkman. Was he an attorney ? 

Mr. Brvret. He is an attorney ; yes, sir. 

Senator Sparkman. And that was, you think, in the early part of 
that you discussed it with him first ? 


{r. Bruren. Yes; it was through the contact that I had that rede- 
posit of funds was made, 
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Senator SparKMAN. Where did you talk with Mr. Brown about this ’ 

Mr. Beurex. I believe that conversation took place in my office at 
the Belmont Bank. I’m not too clear on just where it took place, but 
in Chicago. 

Senator SparKMAN. Was it in the Southmoor Bank Building? 

It’s not too important if you—— 

Mr. Beurex. I have been up to his office in the Southmoor Bank 
Building, but I just don’t recall 

Senator SparkMAN. That’s where Mr. Brown’s private law office is, 
isn’t it? 

Mr. Beuret. That is correct, sir. 

Senator SparkMAN. Did you employ him as an attorney for your- 
self individually or for the bank ? 

Mr. Beutex. I employed him to—or on behalf of the bank. Not 
personally. 

Senator Sparkman. Yes. Was there any arrangement made for 
you to—well, if you employed him, I assume arrangements were made. 
Do you remember what you paid Mr. Brown for this service ? 

Mr. Breuret. On one occasion I paid him for travel expense per- 
taining to—— 

Senator SparkKMAN. Travel expense where ? 

Mr. Brute. Travel expense to probably Springfield—I presumed. 
| didn’t question the invoice. . But that was to cover—that is, let’s say 
incidental expenses relating to his endeavors to regain those funds 
that I was seeking. 

Senator SparKMAN. You did get them back? 

Mr. Beurer. And I did get them back; yes. 

Senator Sparkman. You said about $800,000, didn’t you? 

Mr. Beurev. I had $700,000 in one bank and $800,000 in another and 
$300,000 in West Irving. I think Belmont was $700,000. 

Senator Sparkman. Oh, yes. 

Mr. Beuren. And First State was $800,000. 

Senator Sparkman. Yes. Did Mr, Brown ever assist you in getting 
State deposits for any other bank ? 

Mr. Bevren. He was instrumental in magn me get the $800,000 
deposit at the First State Bank of Elmwood Park, which was obtained 
shortly after I became president there. 

Senator Sparkman. You had some deposits in there, did you not ? 
Some State deposits ? 

Mr. Beutex. I think there was—— 

Senator SparKMAN.) $300,000, wasn’t it ? 

Mr. Beuren. A smaller amount; yes. 

Senator Sparkman, And it was increased to approximately 
$800,000? 

Mr. Bruret. That is correct. There was originally three and I 
believe I got five hundred thousand more shortly after. 

Senator Sparkman. Do youremember aboutthe date of that? 

Mr. Breuren. I would say August of 1949. 

re Rogers. You became president of Elmwood in June? Is that 
night ¢ 
cau Brute. June. And I immediately took steps to get additional . 


Senator Sparkman. June 1948, wasn’t it? 
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Mr. Roeers. 1949. 

Senator Sparkman. Oh, 1949; yes. Yes. Did you talk with any- 
— else regarding these State deposits ¢ 

Mr. Bevuret. On the Belmont and First State ? 

Senator Sparkman. Any of them. 

Mr. Beutre.. Any of them? 

Mr. SparKMAN. Yes. 

Mr. Breurex. Yes; I—shortly after I opened the new West Irving 
State Bank as a newly organized bank and, I would say, in June of 
1951, which was several weeks after I had opened the West Irving 
Bank, I went down to see Governor Stratton. 

Senator Sparkman. Was he Governor in 1951? 

Mr. Beure.. He was—I’m sorry. State treasurer. He was State 
treasurer in 1951. 

Senator Sparkman. You talked with him regarding—— 

Mr. Beuret. I went down, personally, to see him and told him I’d 
opened this new bank, that I would appreciate having a State deposit 
as soon as possible, and he agreed to give me $250,000. 

Senator Sparkman, And was that given ? 

Mr. Bevrev. Within a week. 

Senator SparKMAN. That deposit was made? 

Mr. Brvret. That is right. 

Senator Sparkman. Were there any others that you talked to at 
any time or whose influence or help you sought? 

Mr. Beurex. As far as obtaining the fund there was no one else 
besides those two instances—— 

Mr. Rocrrs. Mr. Chairman! 

Mr. Beuret. Or those two individuals. 

Senator Sparkman. Yes, Mr. rs. 

Mr. Rocers. Did you talk to Mr. Brown in 1952 to get an increase 
in the Belmont Bank State deposits—June of 1952? 

Mr. Bevurex. I don’t believe I sought any more in the Belmont 
Bank. No; I don’t believe that I did. 

Senator SparKMAN. Was there anyone else that helped you or to 
whom you paid money in connection with this or who may have 
solicited contributions based on such help? 

Mr. Beurex. Well, outside of the two individuals named, there was 
no one else that was instrumental in getting State funds for me. In 
fact, those three amounts were the only—and were the original 
amounts—and they were still in the banks at the time the banks were 
closed. There was never any change in the totals whatsoever. How- 
ever, I have been approached by another gentleman on a regular 
basis—in fact, two other gentlemen—asking for political contribu- 
tions. 

Senator Sparkman. Who were they? 

Mr. Brute. One was Les Kiick. ’ “= 

Senator Sparkman. Who is he? 

Mr. Brvret. I never did quite know who he was except that I knew 
that he—— 

Senator Sparkman. When did he approach you? 

Mr. Brute. Les Kiick first approached me in 1950. 

Senator Sparkman. Is that K-i-i-c-k? 

Mr. Brutev. K-i-i-c-k, I believe it is. 

Senator Sparkman. Where does he live? 
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Mr. Beuret. I believe he lived in Springfield. At least I knew he 
came from Springfield. 

Senator SpaRKMAN. You don’t know what his work is? 

Mr. Bevrex. But I didn’t know at the time—— 

Senator SparkmMAN. Was he connected with the State Treas- 
ure? 60" 

Mr. Bevret. I knew he was connected with the administration, and 
I didn’t question the distribution, shall I say, of the contributions that 
| made to him. 

Senator SparkmMAN. When you say the “administration,” you mean 
the State treasurer’s office ¢ 

Mr. Brurex. State treasurer’s office; yes. 

Senator SpaRKMAN. Yes. 

Mr. Beuret. Because at the time that I was with Mr. Kiick on the 
occasions that I was with him, he had a list of all the State funds that 
were on deposit in all of the State banks or in all of the banks. At least 
it appeared so. I knew at the time that he turned te a page and he 
looked at Belmont National Bank. He said, “You have $700,000, and 
I think a contribution of so much would be in order.” 

Senator SparkMAN. Where was that? 

Mr. Beurex. Well, this happened in the LaSalle Hotel. 

Senator Sparkman. Here in Chicago? 

Mr. Breutex. In Chicago. 

Senator SparkMAN. He had a list of banks throughout the State that 
had deposits ¢ 

Mr. Beuren. I only saw—— 

Senator SPARKMAN. State deposits? 


Mr. Beurex. I only saw ane page, but on that page were a list of 


banks with the deposits with the State on. 

Senator SparkMan. Did he suggest—— 

Mr. Bevrer. Itemized account, of the funds that were deposited in 
these banks. 

Senator Sparkman. Did he suggest that the contribution be based 
on the percentage of the—or in relation to the amount on deposit? 

Mr. Brute. Well, it—he didn’t suggest percentage. He said, 
“Well, I think that on the basis of your deposit that your contribution 
should be either $800 or $1,000 this time. 

Senator SparkMAN. Did you accept his suggestion ! 

Mr. Beuren. Gladly. 

Senator Sparkman. And you made the contribution ? 

Mr. Beuret. And I made the contribution. 

Senator SparKMAN. In what form? 

Mr. Beuten, Cash. 

Senator Sparkman, To whom? 

Mr. Brute. To Mr. Kiick. 

Senator SparkMAN. Had you never met him before ? 

Mr. Beurex. I was introduced to him—— 

Senator Sparkman. By whom? Do you know? 

Mr. Beuren. By someone, and I have reached—I have tried to 
remember and I cannot do so, Senator. 

Senator Sparkman. Did he solicit contributions from you more 
than one time ? 

Mr. Bevren. Yes. 

Senator Sparkman. On the basis of the deposits ? 
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(Mr. Beutel nods. ) 

Senator SrarkmMan. How many times would you say? How 
frequently ? 

Mr. Beuret. I think it averaged about twice a year. 

Senator Sparkman. About how much each time? 

Mr. Bevre. It usually ran about 1 percent. 

Senator Sparkman. About 1 percent of the total deposits? 

Mr. Brute. Yes. 

Senator Sparkman. Could you give us an estimate of about how 
much the total take from you was? 

Mr. Bevurew. Well, I had to make restitution of $7,000, which broke 
my heart, for something that had benefited the banks. 

Senator Sparkman. You paid it out on behalf of the banks? Is 
that right? 

Mr. Bevtet. I paid it out on behalf of the banks. 

Senator Sparkman. Later on you had to make restitution out of 
your own pocket ? 

Mr. Bevure.. I was charged—in other words, I did not handle my 
expense accounts properly, Senator. And a year and a half after 
they closed the banks, after checking and checking and checking, they 
discovered that there were entries that didn’t particularly refer to 
political contributions and, as I say, I did it for the good of the banks 
and not for myself, but 

Senator Sparkman. Over how long a period of time did Mr. Kiick 
solicit these contributions ? 

Mr. Brute. Senator, I don’t remember if it went from 1949 to 1952 
or from 1950 to 1952. That is something that—— 

Senator Sparkman. Did it include 1952? 

Mr. Beuren. 1952 I recall in about the middle of 1952—I remember 
making a disbursal of cash. 

Senator Sparkman. Was it the same whether it was an election 
year or not ¢ 

a Bevre.. It was the same. Election year had nothing to do 
with it, 

Senator Sparkman. Nothing to do with it? It was continuous? 

Mr. Bevret. That’s right. 

Mr. Gannon. Ifthe funds were inert. 

Mr. Beurev. If the funds remained constant, I was very happy w 
make the contribution. In fact, my directors, Senator, were aware of 
the fact that I was doing that but they didn’t care how I did it except 
that the funds be maintained. IT mean let me say they were apprecia- 
tive of the fact that I had to make certain contributions in order to 
maintain a continuity of those State funds. 

Senator Sparkman. And they were willing for it to be made out of 
the bank’s funds? 

Mr. Beurex. That’s right, but they didn’t know how I did it. 

Senator Sparkman. Is there no State law in Illinois yrs 
banks as corporations from making political contributions 

Mr. Bevret. I don’t believe there’s a State law. TI think it’s a Fed- 
eral violation. 

Senator Sparkman. I know there’s a Federal law, but I was asking 
about the State. 

Mr. Bevurex. Which, of course, is the law that I tripped over. 

(Consults with counsel.) 
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Mr. Bevrex. Well, that’s right. I mean I didn’t handle the con- 
tributions properly. 

Senator SpaRKMAN. Well, at any rate, the State deposits were left 
with you? They were never withdrawn? 

Mr. Brute. Never disturbed. 

Senator SPARKMAN. Nor drawn down / 

Mr. Beutren. No. 

Senator SparKMAN. Never disturbed durimg that time ‘ 

Mr. Beuret. Increased. 

Senator SparkMAN. Was there any connection in your mind between 
the maintenance of these deposits and the tribute that you were 

yaying ? 
7 Mr. Beuret. Oh, yes. Definitely. 

Senator SparkMAN, A direct connection ? 

Mr. Beuten. Oh, yes. In fact, I failed to mention a third party. 

Senator SparKMAN. Oh, yes... Who was that?, Now, wait a minute. 
Before you get his name in, Mr. Rogers wants to ask a question regard- 
ing Mr. Kiick. 

Mr. Rogers. First, I’d like to straighten out the record on the law 
that you violated. You did not violate the prohibition against banks 
making contributions to political campaigns. You were violating the 
law on the misapplication of funds. 

Mr. Beuret. Wrong entries. That was it. I made the wrong en- 
tries for the political contributions. That's all. 

Mr. Rogers. You have stated that Mr. Kiick visited you on the aver- 
age of twice a year ? 

Mr. Bevren. Might have beenevery 9months. I dont’ recall. 

Mr. Rogers. I want to try to get, over this period, 1950, 1951, and 
1952, how many times there were. Three times? Or six times? Or 
approximately. 

Mr. Bruret. In 1952 I made contributions to this other person. 

Mr. Rocrrs. I want to hold him, 

Mr. Breuret. Yes. 

Mr. Rogxrs. Well 

Mr. Bevuren. I might say 4 or 5 times. 

Mr. Roeers. Four or five times? 

Mr. Breuret. I don’t recall. It’s too— 

Mr. Rogers. You stated a while ago a figure of 1 percent. Is that 
right? One percent of $700,000 ? 

Mr. Brurex. One percent of seven hundred or 1 percent of a million 
five hundred thousand. See, you—— 

Mr. Rogers. Wait a minute. 

Mr. Bevrex. All of my funds to me—I considered the funds as one 
total, because I was in management control of three banks. I mean to 
me it wasn’t a segregation of deposits, I was operating an interlock- 
ing operation, and it was practically one institution as far as I was 
concerned. 

Mr. Rogers. If we took just 1 percent of $700,000, it would be $7,000 
+or5 times. That’s quite a sum. 

Mr. Bevuren. Did I say 1 percent? QOne-tenth of 1 percent. It was 
around $700 or $800. Tm glad you clarified that, Mr. Rogers. 

Mr. Roeers. All right. 

Senator SparkKMaNn. You can goahead. You said there was a third 
person. Who was that? 
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Mr. Bevre. I contributed—in fact, I found out through the course 
of this investigation that I had given this gentleman more than I had 
remembered giving him. I thought I had given him around 500 to a 
thousand, but I understand I gave him or he acknowledges fifteen 
hundred. And he was Mr. Osterman of the Rock Island Bank, who 
is associated with Mr. Stratton. 

Senator SPARKMAN. Ray Osterman ? 

Mr. Beuret. Roy Osterman. 

Senator SpaARKMAN. Roy Osterman ? 

Mr. Brursv. I believe he was the campaign manager for Stratton. 

Senator SparkMAN. I asked you was it Roy or Ray? Let me say | 
have what purports to be a letter. 

Mr. Bevuret. Either Ray—— 

Senator SparKMAN. From the office of the president which says Ray 
W. Osterman. 

Mr. Beuter. Ray W. Osterman, president of the Rock Island Bank. 

Senator Sparkman. Did you just voluntarily pay the money to 
him or did he —— 

Mr. Brurtet. I never paid any money voluntarily, Senator, to anyone. 

Senator Sparkman. Under what circumstances did you happén to 
pay him the money ? 

Mr. Gannon. He may have just lost his lawyer, Senator. 
[ Laughter. ] 

Mr. Beutex. Well, I mean pertaining to— 

Senator SparKMAN. You mean this type? 

Mr. Beuren. This type. 

Senator SPARKMAN. y chink we all understand what you mean. This 
type of payment. 

What were the circumstances under which you were induced to 
make this payment to Mr. Ray Osterman ! 

Mr. Beorex. A request for contributions to the campaign fund. | 
never—I wasn’t too politically interested, Senator, to determine 
whether I was in an election year. 

Senator SparkMaNn. You were interested in deposits, weren’t you! 

Mr. Bevure.. That’s right. And if they said campaign I 
didn’t care whether it was 2 years hence or 5 years hence, as long as it 
would serve a purpose that was beneficial to my operation. é 

Senator Sparkman. How did you pay Mr. Osterman? Did you 
say ge paid him $1,500? 

Mr. Beurex. He claims that I paid him $1,500. I could only re- 
member 500 to a thousand, for which I sent him cashier’s—I think | 
sent him cashier’s checks at that time. 

Senator SparkMAN. Was that Pe by cash or by check? 

Mr. Bevutex. That was by check. 

Senator SparkMAN. By check? 

Mr. Bevtex. Uh, huh. 

Senator SparKMAN. Do you have that canceled check ? 

Mr. Beuren. The canceled—in one instance it was a cashier’s check 
drawn on the First State Bank of Elmwood Park, and somewhere in 
the records which are now held by the FDIC there should bea cashier's 
check voucher payable to—I don’t remember who it was payable to. 

Senator SparkMan. Was that about November 1951? 

Mr. Brevret. Could be. I’m very vague on the dates of contributions. 
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Senator SparkMAN. I have here a photostat of a letter on the sta- 
tionery headed “Rock Island Bank & Trust Co., Rock Island, Il., Office 
of the President, Ray W. Osterman,” December 1, 1951. Dll hand this 
to you and ask you to see if you recall that letter. 


Brute. Senator, this is the copy of the letter I received. 

Senator SPARKMAN. A photostatie—— 

Mr. Brutet. Photostatic copy of the letter I received acknowledg- 
ing the contribution I made. 

Senator Sparkman. All right. The same contribution you have 
been talking about ? 

Mr. Bevrex. The same contribution I have been talking about. 

Senator Sparkman. Did you ever make more than one to Mr. Oster- 
man # 

Mr. Beurex. I made more than one, but I don’t recall the circum- 
stances or the time. I kept no separate ledger, Senator, on those 
contributions. 

Senator Sparkman. Let me read this letter that I referred to a few 
minutes ago from Rock Island Bank & Trust Co., dated December 1, 
1951: 

Mr. Henry J, BEUTEL 
President, Belmont National Bank, 
Chicago, Il. 

Dear Henry : Thanks for what I received the other day. Bill has been advised 
of this so he will contact you within the next couple of days. 

Hope to see you at the American Bankers Association meéting this coming 
week. 

Sincerely, 
Ray. 

Is that Ray W. Osterman ¢ 

Mr. Beurer. Ray W. Osterman. 

Senator Sparkman. When he says “thanks for what I received the 
other day,” does that relate to the—— 

Mr. Beuret. Contribution. 

Senator Sparkman. The payment that you made ’ 

Mr. Brute. Yes. 

ee Sparkman. What does he mean by “Bill has been advised 
of this 

Mr. Bevret. Bill Stratton. 

Senator Sparkman. Was he State treasurer then ? 

Mr. Beurex. Yes. 

Senator Sparkman. Did you see Ray at the American Bankers Asso- 
ciation the following week ? 

Brutex. Could be. 

Senator SparKMAN, Or Bill? Either one? 

Mr. Bevtet. Could be. 

Senator Sparkman. Let’s get down to Cook County. 

All right, Mr. Rogers. 

Mr. Rogers. How were you contacted by Mr. Osterman? 

Mr. Brurev. I think he phoned me on one occasion and wrote me a 
letter on another occasion. 

Mr. Rogers. Did he tell you that Mr. Stratton was running for 
governor ; that he was his campaign treasurer? 

Mr. Breurer. No; it was more or less of a general vie and he 
did suggest that the contribution would be made for the benefit of 
Mr. Stratton. 
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Mr. Rocers. I think it’s very important in this matter whether it's 
a campaign contribution or whether it’s another question 

Mr. Breute.. It wasn’t important to me, Mr. Rogers. 

Mr. Rogers. It’s important to the committee, though. 

Mr. Bruret. I never questioned the use of it. I figured that by 
favoring those that control the strings on State funds that I would 
be, shall I say, favored with the continuity there that I was seeking. 

Mr. Rocrrs. How could Mr. Stratton as governor help you when 
he was leaving the treasurer’s office ? 

Mr. Breurex. I think that Mr. Stratton—I think that any governor 
would have quite a bit of influence from the top to the State treasurer 
as against the influence of—sometimes created from the bottom to 
the State treasurer. I mean in some instances I talked below the 
treasurer to get the State funds as against going to the top. 

Mr. Rogers. Did Mr. Kiick indicate to you that he was raising funds 
for Mr. Stratton? 

Mr. Beutet. No; there was never any indication from Mr. Kiick 
as to what he did with the money, and I didn’t care. 

Mr. Rocers. You say Mr. Osterman contacted you more than once! 

Mr. Beure.. There were two occasions at least. 

Mr. Rogers. Did Jack O. Brown contact you in 1948 for campaign 
contribution ¢ 

Mr. Bevre.. No; I contacted Jack Brown. 

Mr. Rogers. Well, I—— 

Mr. Bevuret. In other words, I sought him out. He didn’t seek 
me out. 

Mr. Rogers. All right. Aside from that, did he ever contact you 
for campaign contributions in 1948 ¢ 

Mr. Beutex. Let me say he contacted me for contributions to be used 
in Springfield somewhere. 

Mr. Rogers. Well, in 1948, Mr.—— 

Mr. Bevuret. Whether it was political usage or not was not the 
important thing. I mean I was paying a tax for public funds, and 
I paid it gladly. That’s all. 

Mr. Rogers. In 1948 Mr. Jack O. Brown was campaign manager 
for Ora Smith, and that’s why I want to establish whether you con- 
tributed to Mr. Smith’s campaign. 

Mr. Brute. I might have inadvertently.. I don’t know. I didn’t 
question the distribution of the money that was paid. I knew it was 
going through channels and getting results. In other words, all I was 
interested in was results and the means that brought. the results. 
I got what I wanted, and I kept what I wanted. And I paid—I 
paid the tariff and yet in addition to paying the tariff I was able 
to make the banks an additional $15,000 a year with no effort on my 
part at the time. 

Mr. Rogers. If the contribution to Mr. Osterman went to Governor 
Stratton, it didn’t help you much in 1953 when Hodge closed your 
bank, did it? 

Mr. Brevrer. No, I found that out. I went down to see Governor 
Stratton when the banks were closed. 

Mr. Rogers. He wouldn’t do anything about it, would he? 

Mr. Bevre. I went down to him and I said, “How can you let the 
State auditor close these three banks?” And I told him the same 
thing I told you, Senator. I said that you—I didn’t know at the 
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time that H was going to close the banks, but I told the Governor, 
[ said, “Here I’m being severely criticized for something that should 
be brought out in the open.” 

And stressed and in fact at that time I was trying to obtain a 
public hearing to determine the quality of this paper or to bring 
about some kind of a—some kind of action to correct the situation 
which was getting out of hand, because at that time the auditor— 
I say the auditor’s office—Orville Hodge never indicated cooperation 
to us. 

Mr. Rogers. Did Governor Stratton tell you that was in Hodge’s 
hands? 

Mr. Beuret. Governor Stratton told me that Hodge was handling 
the matter, that it was out of his determination, and there was noth- 
ing he could do about it. 

Mr. Rogsrs. Did you contact anyone else, incidentally, after your 
banks were closed ? 

Mr. Bevutew. I wrote a letter to—let’s see. I wrote a letter and I 
got an acknowl ent from Senator Dirksen at the time, and I was 
asking him to look into this affair. See, I knew this paper was good. 
Quantitywise I wasn’t arguing with the banking department. All 
right, so I took too much in or I didn’t handle it mere But it 
was no reason to penalize the institution. I was willing to cooperate 
any way that I could. 

The reply I got from Senator Dirksen was that he felt that the 
Federal Deposit Insurance Corporation was doing their job and that 
whatever steps they would take would be proper. 

Mr. Rogers. In other words, it was out of his hands, too ¢ 

Mr. Beurex. That’s right. But, in fact, I went to Washington at 
that time. But all I wanted to do was to get this out into the open 
that this paper wasn’t as bad—and if they said it was bad, at least 
give us 30 to 60 days to get it out of the banks. That’sall. Just give 
us time to work it out. But there was no constructive assistance at 
any time here. That’s what was frustrating, very frustrating. 

Senator Sparkman. You were trying to save the banks / 

Mr. Beurgexi. Trying to save the henkk 

Mr. Rogers. Thank you, Mr. Chairman. 

Senator SpPaRKMAN. Let me say this, Mr. Beutel, and I want to make 
this.clear: That it is not the primary concern of this committee that 
money was given for political contributions but that you felt com- 
pelled to pay money to be used for ie to protect the deposits 
that the State had in your banks. You did feel that that was true? 
Is that right? 

Mr. Brvrex. That is true. 

(Confers with counsel.) 

Mr. Brute. No; I mean it was apparent that what I had done was 
beneficial to the banks by virtue of the fact that when I requested 
funds I got it, and after I had them they stayed with me. 

Senator Sparkman. I want to move now to Cook County. Did 
you have any county funds on deposit in any of your banks? 

Mr. Bruret. I believe I had $200,000 in county funds at the Belmont 
National Bank. 

Senator Sparkman. Were you solicited for contributions in connec- 
tion with those deposits ? 

83551—56—pt. 214 
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Mr. Beurtet. I made a contribution of $200 I believe to Kolar, some 
fund. I made a contribution of $200. But I just don’t exactly— 

Senator Sparkman. When was that? Do you remember? 

Mr. Brurev. I believe that was in the fall of—the fall or the spring 
of 1951 or 1952, Senator. - 

Senator Sparkman. Did you contribute to a Christmas fund? 

Mr. Brute. It might have been. 

Senator Sparkman. Do you remember to whom you made the-con- 
tribution ? 

Mr. Brurer. I do not recall the payee of the check but it related 
to—— 

Senator Sparkman. Did you make it by check? 

Mr. Brute. I made that by check; yes. 

Senator Sparkman. Did you consider it as a charitable contribution 
to this so-called Christmas fund or welfare fund or whatever it might 
have been or as a contribution in order to enable you to maintain your 
deposits there ? 

Mr. Breuret. I considered it as a “thank you” for the county funds 
that I had on deposit. 

Senator SpARKMAN. They were already on deposit? 

Mr. Bevtrex. Uh huh. 

Senator Sparkman. And you paid that by check ? 

Mr. Breurev. Yes. 

Senator SparKMAN. Who solicited you? 

Mr. Beurev. Mr. Kolar. 

Senator SparKMAN. Will you spell it? 

Mr. Brute. K-o-l-a-r. 

Senator Sparkman. Who was he? 

Mr. Beurer. He was deputy county treasurer. 

Senator SpaRKMAN. Who was county treasurer at that time? Was 
it Mr. Brenza ? 

Mr. Beuret. Mr. Brenza. 

Senator Sparkman. Was county treasurer? Were you asked to 
give any specific amount or was it just left up to you? 

Mr. Bevret. I think in that particular instance—I believe it was 
left up to me. 

Senator Sparkman. You gave, I believe you said, about a couple 
of hundred dollars? 

Mr. Brute. Couple of hundred dollars. Somebody mentioned 
about a tenth of 1 percent somewhere in the line, but I—let me say in 
conversation regarding those deposits I think the specific amount 
was mentioned to me indirectly. 

Senator Sparkman, A while ago you said it wis more or less a 
general practice with reference to the State funds. Is it more or less 
a general practice with reference to the county funds that banks 
contribute ? 

Mr. Brutet. Well, I wasn’t interested in whether it was a general 
practice, but it’s apparently come out that I wasn’t the only one that 
was doing it. 

Senator Sparkman. You had become aware of similar requests 
made to others for contributions? 

Mr. Brutex. Recent weeks, let me say, I have become aware others 
were doing it. 

Senator SparKMAN. Not back at that time you didn’t? 
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Mr. Bevrec. I presumed it, but I had no knowledge of it. 

Senator SparKkMAN. Did you have reason to fear that the county 
deposits would be taken away from your bank or drawn down if you 
did not contribute ? 

Mr. Bevret. Well, in view of my previous experience relating to 
the retention of public funds I thought that it might be « better idea 
if I made a contribution than if I didn’t. 

Senator SPARKMAN. Mr. Beutel, I think I’m about through, but I 
want to ask you this final question, and I want to predicate it on this 
statement : ; 

Here this morning you have made what I consider pretty serious 
charges against several different persons and against practices that 
have been carried on in this State and the county. I do not know 
what may come up in the prcane of these hearings that may substanti- 
ate or seek to disprove what you have said, but I do want to impress 
upon you that I consider your charges as rather serious, quite serious. 

We do have this one letter which seems to corroborate what you 
have said, but I say again I have no way of knowing what may come 
out from other witnesses. You realize the seriousness of the charges 
you have made, do you? 

’ Mr. Beuren. Well, I never realized the seriousness of the political 
contributions up until recently. 

Senator SparkMAN. Well, | mean 

Mr. Beurex. But on the other hand—— 

Senator Sparkman. I mean at thistime. I’m not talking about how 
you realized it back then; I think you made that amply clear that it 


was pos feeling that it was more or less in the nature of a tribute that 


you had to pay in order to be assured of keeping the deposits in your 
bank at a high level, the State deposits, the deposits of public funds. 
But I’m talking about at this time. Do you realize that you have made 
some rather serious charges against different ones and against dif- 
ferent practices? You're fully aware of that? 

Mr. Bevret. Yes; I am. 

Senator SparkMAN. And you’re under oath, of course. 

(Mr. Beutel nods.) 

Senator Sparkman. Keeping in mind that you are under oath and 
that you do realize the seriousness of this, do you wish to modify 
in any way anything that you have said here this morning? 

Mr. Beuret. I have submitted—— 

Senator Sparkman. Or do you stand on what you have sworn to? 

Mr. Bruren. I have submitted in evidence a certain thing or things 
bearing out the fact that I have made contributions for the benefit of 
the banks. I have paid—I have paid a big price, Senator, for the 
mistakes that I made. I wouldn’t voluntarily nor have I voluntarily 
made, ever made, any accusations regarding anyone and I still don’t 
pe an accusation. I mean I was part of a, let me say, the scheme of 
things. 

Senator Sparkman. You were caught up in it? 

Mr. Beoret. And I was caught up in it, and I paid the price. I 
don’t consider contributions, political contributions, misuse of funds. 
The way I handled it made it appear so. I’m aware that appoint- 
ments are made out of Washington, Springfield, many other capitals 
to those who contribute one way or another to the party. Let me 
say that the favors‘are returned. I in a very small way contributed 
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and I was repaid with a favor that was beneficial to my enterprises. 
Of course, I never consider that a serious matter. How the committee 
wants to weigh that is something beyond my ability to digest it. 

No one suffered by it. In fact, the only one that suffered was my- 
self and my family. The banks prospered. Regardless of what 
charges were made by the FDIC or the State auditor’s office, they 
have never recommended any specific chargeoffs, which is my only de- 
fense against all of their allegations and my charges of mismanage- 
ment. All I know is the banks grew, prospered, and made money. 
That’s all. 

Senator Sparkman. Any further questions‘ 

Mr. Rogers. No, thank you. 

Senator Sparkman. Any further questions ? 

Mr. Wauuace. No. 

Senator Sparkman. The committee will stand in recess for 10 
minutes. 

All right, Mr. Gannon. 

Mr. Gannon. Would you answer one question? Do I understand 
Mr. Beutel is now excused from further appearance before this com- 
mittee ¢ 

Senator SparkMAN. I think Mr. Beutel should be available to re- 
turn if we ask for him. That doesn’t mean that he has to stay right 
here. 

Mr. Gannon. Yes. 

Senator SpaRKMAN. But available upon call if we should ask, on 
reasonable notice. 

Mr. Gannon. We'll await your pleasure then, Senator. 

Senator SparkMAN. I don’t ask that he stay here, no, but that he 
remain available upon reasonable notice. 

Mr. Gannon. Thank you, sir. 

Senator SparkMAN. Thank you. The committee will stand in re- 
cess for 10 minutes. 

(Whereupon, a short recess was taken.) 

Senator SpaRKMAN. Let the committee come to order, please. Mr. 
Sorensen, what is your first name? 

Mr. Sorensen. Lyman. 

Senator Sparkman. L-y-m-a-n? 

Mr. Sorpnsen. Yes, sir. 

Senator SparKMAN. Will you raise your hand and be sworn? 

Whereupon Lyman C. Sorensen was duly sworn as a witness by 
Senator Sparkman, and was examined and testified as follows: 


TESTIMONY OF LYMAN C. SORENSEN 


Senator SearkMAN. You may be seated. 

Mr. Sorensen, for the benefit. of the record, will you give your full 
name and your present occupation ¢ 

Mr. Sorensen. Lyman C. Sorensen, and I am chief examiner of 
financial institutions under the auditor of public accounts. 

Senator SparkMan. How long have you been in that office! 

Mr. Sorensen. Approximately 23 years. 

Senator SparKMAN. You are a career man? 

Mr. Sorenson. I should think so. 

Senator Sparkman. Do you have a merit system in this State? 
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Mr. Sorenson. No, sir. 

Senator SparkMAN. But you have been there continuously for 23 
years ¢ " 
~ Mr. Sorensen. Yes, sir. 

Senator SparKkMAN. Do you make field examinations of banks sub- 
ject to your jurisdiction ? 

Mr. Sorenson. I have not made field examinations in many years. 
I have been supervising and chief examiner, but I used to make 
plenty of field examinations in earlier years. 

Senator SparKMAN. You do supervise field examiners now? 

Mr. Sorensen. Yes, sir. 

Senator Sparkman. About how many? 

Mr. Sorensen. Approximately 150. 

Senator Sparkman. When did you first meet Mr. Hodge? 

Mr. Sorensen. Some time shortly after January 10, 1953. That 
was the date of his mauguration. It was probably a week later when 
he came through the Chicago office of the auditor of public accounts 
and met those of us who were on the ground. 

Senator Sparkman. Is your office here in Chicago? 

Mr. Sorensen. Yes, sir; I have an office also in Springfield, but 
I spent most of my time here. 

Senator Sparkman. When Mr. Hodge became auditor, what was 
your position ? 

Mr. Sorensen. I was supervising examiner in charge of the bank 
examinations for the northern third of Tilinois. 

Senator Sparkman. Did Mr. Hodge ever suggest to you that there 
might be polities in connection with your job? 

Mr. Sorensen. He made some suggestion of that kind at the time 
he proposed to make me chief examiner. 

Senatiie SPaRKMAN. Yes. 

Mr. Sorensen. I don’t recall his exact statement, but he outlined 
to me what he had in mind for me to do, and said something like, 
“Of course, there will be a little politics in it, but nothing that you 
can’t adjust yourself to.” 

Senator Sparkman. What was your reply to him? 

Mr. Sorensen. My answer to him is that € strictly an operating 
man and as such, that I thought I could do a good job; that I had 
never had any political experience, and I thought I was too old to 
learn, 

Senator Sparkman. How old are you, Mr. Sorensen ? 

Mr. Sorensen, I am 57 years old. 

Senator SparkMAN. Where were you born? 

Mr. Sorensen. In Nebraska ; Hooper, Nebr. 

Senator SpAaRKMAN. What has been your training and experience? 

Mr. Sorensen. Do you want me to outline the whole thing? 

I first worked in a bank, a national bank in Nebraska when I was 
16 years old. 

I later served 2 years in the United States Army, returned to that 
bank for a couple more years, then entered the University of Nebraska 
for 4 years. 

I taught economics for 2 years there and became an assistant national 
bank examiner in late 1926. 
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I was with the national department for about a year and a half and 
became a State examiner for the State of Nebraska and continued 
that through 1930. 

I came to Chicago in the capacity of private examiner for a chain 
of banks existing here at the time, continued for 6 months, and went 
to work for the State of Illinois about the middle of 1931. I con- 
tinued with the State of Illinois for 3 years, and became an examiner 
for the Federal Reserve Bank of Chicago, and continued that for 
about 3 years. I came back to the State auditor’s office as an examiner 
or, rather, a supervising examiner, about the middle of 1937. I have 
been continuously employed in the State auditor’s office since. 

Senator Sparkman. By the way, when you told Mr. Hodge that 
you were not a politician, it didn’t fit in with either your experience 
or your practice, what did he reply to you ? 

Mr. Sorensen. He said if that is the way you want it, that is the 
way we will have it. And I might say he never violated the arrange- 
ment, 

Senator SparkKMaN. What did you understand him to mean in his 
reference to politics? 

Mr. Sorensen. I honestly did not know. I just wanted to make it 
clear to him that I preferred to remain strictly an operating man. 

Senator SparkMAn. He didn’t say anything to you about covering 
up payrolls, or anything of that kind? 

Mr. Sorensen. No, sir; there was no specific suggestion of anything. 

Senator Sparkman. And there was no further discussion of it? 

Mr. Sorensen. Never. 

nr SrparKMAN. You assumed nothing beyond what you have 
sal 

Mr. Sorensen. Yes, sir. 

Senator Sparkman. Exercising that great facility that comes to all 
of us, hindsight, now what do you assume he meant ? 

Mr. Sorensen. Well, of course, I can imagine all kinds of things 
now. At the time I had nothing more even in the back of my mind 
than perhaps he wanted me to join in campaign activity and etherwise 
try to assist him in his selitionl activity ina aitlia way. I explained 
to him a thing he hadn’t had an opportunity to find out yery much 
about: The nature of the responsi ity of a chief examiner. I told 
him that I thought no one could properly discharge those responsibil- 
ities and also engage himself publicly in political activities. 

Senator Sparkman. What is meant by the term “payroller” / 

Mr. Sorensen. Well, I have often wondered myself, but im our 
department we take it to mean someone who is on the payroll for a 
salary and not required to report regularly or put m fall time. It 
covers a wide range of—it has through the years—a wide range of — 

Senator Sparkman. Do you have any in your department! 

Mr. Sorensen. I haye never had any in my department since I 
became responsible for it. 

Senator SparkMay. Have you known of any in the auditor’s de- 
partment ? 

Mr. Sorensen. I have been reading the papers regularly for the last 
3 months, and I have learned a lot of them that I didn’t dream of. 

Senator Sparkman. You didn’t know it at the time? 

Mr. Sorensen. That is right. 
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Senator SpARKMAN. Is property control under the State auditor? 

Mr. SorENSEN. Yes, sir. 

Senator Sparkman. Did Mr. Hodge participate with you and work 
closely with you when some bank was in difficulty ¢ 

Mr. SorensEN. Yes, sir. 

Senator SrarKMAN. Did he participate actively during the Elm- 
wood Park Bank difficulty ? 

Mr. Sorensen. Yes, sir. 

Senator SparkMan. Who decided, who made the decision as to 
whether or not the Elmwood Bank should be closed ? 

Mr. Sorensen. It was a joint decision, of course, of many of us. I 
consider myself mainly responsible for it because it was on my recom- 
mendation, and with his reliance mainly on my findings that the action 
was taken. 

Senator SparkMAN. What was the name of Mr. Hodge’s attorney ? 

Mr. Sorensen. J. Roy Browning. 

Senator SparkMAN. Did Mr. Browning advise him on this bank ? 

Mr. Sorensen. Yes, sir. 

Senator SparkMAN. Did he agree with the recommendation that 
you made? 

Mr. Sorensen. Yes, sir. 

Senator Sparkman. After the closing, did Mr. Hodge and Mr. 
Browning participate actively in the negotiations for the forming of 
a new bank? 

Mr. Sorpnsen. Yes, sir. 

Senator SparKMAN. What was that bank? 

Mr. Sorensen. The Bank of Elmwood Park was a new bank or- 
cana to receive the payout of the First State Bank of Elmwood 
Park. 

Senator Sparkman. To take over and liquidate? 

Mr, Sormnsen. Yes. 

Senator SpARKMAN. More or less. When a new bank was chartered, 
did you know that Mr. Browning had, purchased 3,500 shares in the 
new bank and.was holding them for Mr. Hodge? 

Mr. SornENSEN. No, sir; 1 didnot. 

Senator SparkMAN, You learned that later? 

Mr. Sorensen. Yes, sir; I learned it rather soon afterward. I 
don’t remember. exactly. when, but, Mr, Browning did tell me sometime 
in the next 2 weeks, perhaps, that after. going dat that turmoil 
he also had to get out and help raise the money to capitalize the bank. 
And he told it to me—— 

Senator SparKMAN. You mean 2 weeks after it was chartered? 

Mr. Sorensen. After the chartering; yes, sir. 

Senator Sparkman. About what. time was. it chartered ¢ 

Mr. Sorensen. The bank opened fer business, if I recall, May 27 
of 1953, or thereabouts, so it would’ have been sometime 

Senator SparkMaNn. The middle of June? 

Mr. Sorensen. The next 2 weeks, I believe, Roy Browning said 
to me that he had to get out and help to raise part of the money to 
capitalize the new bank. And he further explained that it was be- 
cause somebody they had counted on as a subseriber had withdrawn 
at the last moment when it was urgent that we get the thing launched. 

Senator Sparkman. So he was buying 3,500 shares for Mr. Hodge? 
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Mr. Sorensen. He did not tell me that. He talked to me wholly i), 
terms of his having had to go out and raise the money. 

Senator SparKMAN. You didn’t know he was buying the stock?’ 

Mr. Sorensen. No, sir. 

Senator Sparkman. For Mr. Hodge? 

Mr. Sorensen. I assumed then, whether he specifically stated it or 
not, that he meant he had to do it on his own, with his own money, and 
it was a long time afterward that I was at all aware that Mr. Hodge 
had acquired any interest in the bank. 

Senator SparKMAN. How long afterward ? 

Mr. Sorensen. That I don’t recall. 

Senator Sparkman. Was it before the Hodge matter came up within 
recent months? 

Mr. Sorensen. Yes. I think I can only guess at the time, but 
perhaps in the next 7 or 8 months Roy Browning told me—— 

Senator Sparkman. In other words, the spring of 1954? 

Mr. Sorensen. Yes. Roy Browning told me that he asked Hodge 
to take that stock off his hands. I assumed then it meant that Hodge 
himself acquired ownership of the stock, but I did not question him 
on it so I do not know. 

Senator Sparkman. Mr. Sorensen, would you regard that as the 
thing to do, the director—Mr. Hodge was director of banks, wasn’t he? 
What is the title? 

Mr. Sorensen. Auditor of public accounts. 

Senator Sparkman. Auditor of public accounts, and in that ca- 
pacity he supervises your State beanie system ; is that right? 

Mr. Sorensen. Yes, sir. 

Senator Sparkman. He is the No. 1 man so far as supervision of 
State banks is concerned ? 

Mr. Sorensen. Unquestionably. I do feel he thought the re- 
sponsibility rested on me by appointment, but there are many thi 
in dealing with banks and other financial imstitutions that I cannot do. 
For example, I could-not, although he gave me broad powers, close a 
bank on my own responsibility. Neither could I charter one. 

Senator Sparkman. I want to get back to this matter of purchasing 
that stock. I don’t know, somehow to me it seems quite irregular 
that the man who was to direct the destiny of the State banks inside 
the State should purchase stock in a new bank that was being formed 
which was to be under his direction. 

Mr. Sorensen. I donot 

Senator Sparkman. Is there nothing illegal about that, or do you 
consider it irregular ? 

Mr. Sorensen. I don’t like to say irregular. I would say—— 

Senator Sparkman. Could you do it? Could you buy stock? 

Mr. Sorensen. No, sir. There is a specific law in relation to me 
orany examiner. I could not legally do it. 

Senator Sparkman. Is that a law or a regulation, or what? 

Mr. Sorensen. Yes. The law, however, is vague in this respect, 
that an examiner cannot legally own stock in any bank that he—— 

Senator SparkMAN. Examines? 

Mr. Sorensen. Examines; yes, sir. 

Senator SparKMAN. Wouldn’t it be consistent that the, shall I say, 
the superexaminer, the one who has control over the examiners, 
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wouldn’t it be at least irregular for him to hold stock in one of those 
banks ¢ 

Mr. Sorensen. Well, irregular is a rather broad word. I don’t like 
to say that. 

Senater SparKMAN. I will say improper. It doesn’t seem proper. 

Mr. SorensEN. I would say ill-advised, unethical, and nothing what- 
ever to be said in favor of it. 

Senator SparKMAN. Yes. 

That would be true whether it was owned in his own name or in the 
name of someone else, when he was the actual owner; would that be 
correct 

Mr. Sorensen. I would not care to make any distinction between 
those two situations. 

Senator SparkMAN, I wouldn’t either. It seems to me it is the 
same. 

Mr. Rocers. Was it true that many of the past auditors had been 
bankers to begin with, and others have owned shares in banks? 

Mr. Sorensen. The last auditor that was a banker, who to my know!I- 
edge owned an interest in a bank, was Oscar Nelson, whose term ended 
in 1930, rather 1931, at the end of 1931. He did, I believe, own 

Senator SparkMAN. I might say in that connection 

Mr. Rocers. I am not making a point of it, Mr. Chairman. My 
information is that several past auditors had owned shares in banks. 
I am not condoning it. 

Senator SparKMAN. No, no. I was just going to say this: Down 
in my own State, the superintendent of banks we call him, ordinarily 
is a banker, but I don’t believe while serving as superintendent of 
banks he ought to go out and organize a new bank, or let one be 
organized that he has to pass on and become a purchaser of stock in 
that bank. That isthe point I make. 

Mr. Watxace. Secretly. 

Senator SpaRKMAN. It doesn’t matter whether it is secret or not. 
It just doesn’t strike me as being ethical. 

Mr. Sorensen. May I say this—— 

Senator Sparkman. May I say this: You realize, of course, that 
our-concern in this whole thing is its relationship to the conduct of 
banking in the United States. Particularly with reference to the 
operation of the Federal Deposit Insurance program. 

Mr. Sorensen. Yes, sir. 

Senator SparKMAN. Our committee, the Banking and Currency 
Committee, has jurisdiction over legislation pertaining to the FDIC 
and to all banking operations in the United States. That is our con- 
cern. We do want to know that the bank deposits that are insured 
under the Federal Deposit Insurance Act—we want to know that they 
are protected properly. That is our concern. We are concerned with 
any irregularity that would indicate unsound banking in an institu- 
tion whose deposits are being insured and paid for by all of the 
depositors throughout the country, underwritten by the Federal Gov- 
ernment. It does amount to an underwriting because of the liberal 
terms that we have for drawing on the Treasury for additional re- 
serves, if it should become necessary. That is our concern. I think 
it is important that we keep that in mind at all times. That is really 
why we-are holding these hearings. 

Mr. Sonia. "Ten, sir. 
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Senator SparkMAN. Can you borrow money from a bank subject to 
your jurisdiction or accept gratuities in any way? 

Mr. Sorensen. No, sir; there are specific provisions in our Banking 
Act 

Senator SparkMAN. Against you as an examiner. How about the 
auditor ? 

Mr. Sorensen. I do not believe the statute applies to the auditor, 
for the reason that under the statute he has no power himself to exam- 
ine the bank, and the statute is pointed at examiners appointed under 
the act. 

Senator SparKMAN. May the banks make political contributions to 
State officeholders or candidates for public office? 

Mr. Sorensen. There is a statute prohibiting it in Illinois. 

Senator SparKMAN. I have seen the report of the grand jury, which, 
I understand, has been submitted to our committee, the report of the 
recent grand jury here that made a study of that. I notice in their re- 

rt it said it found no violation of the State laws. It did not refer to 

ederal laws. 

Mr. Hatz. This was a State grand jury. 

Senator Sparkman. What is your understanding as to banks hav- 
ing made political Sedaietionst Have you found any, in your exam- 
ining of their accounts, having made political contributions ? 

Mr. Sorensen. No, sir; no examiner has reported any such finding 
tome. I am sure if they found it in the record they would report it. 

Senator SparkKMAN. What about this $7,000 that Mr. Beutel said he 
had to make up from his banks because they were political contribu- 
tions? 

Mr. Sorensen. I heard Mr. Beutel’s testimony. He did not explain 
how he made the entries on the books. He did say he made—— 

Senator Sparkman. Made them improperly. 

Mr. Sorensen. Entries. Undoubtedly, such entries the examiners 
wouldn’t discover what he had done. 

Senator Sparkman. Perhaps did not indicate clearly that they were 
political contributions, you think? 

Mr. Sorensen. Well, I am sure he made it clear; he did to me. He 
did not enter them on the books as such. He described them as some- 
thing else. In fact, I have quite a lot of records with me on that 
point, if you care to go into it. 

Senator Sparkman. I will not at this time, but it may be that one 
of the staff members would like to talk to you about it afterward. | 
shall not go into it at this time. 

I want to say to you, Mr. Sorensen, I am glad to learn there is a 
statute in Illinois forbidding political contributions by banks. It 
comes to me as a little surprise, after some of the things I have been 
reading and hearing about the way things have been run out here. 

Mr. Wattace. Mr. Sorensen, to clear that up just a minute, isn’t it 
a fact that the law says it is against the law to make a political con- 
tribution in return for deposits, so that in order to get a conviction 
on such a law you would have to prove a quid pro quo arrangement! 
In other words, a straight contribution is not necessarily against the 
law. Is that true? 

Mr. Sorensen. It is so long since I read the statute I don’t recall 
clearly the provisions. 
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Senator SparkMAN. I will say this: We have the Illinois law here. 
We can check on that. It might be well to put the provisions in the 
record, if you will. We will move on. 

(The material referred to follows:) 


Chapter 36, Smith-Hurd Illinois Annotated Statutes 
Sec. 37. Banks not to pay profit to treasurer 


No bank or other depositary holding county moneys deposited therewith by the 
county treasurer in accordance with the provisions in this act, or otherwise, and 
no officer of any such bank, depositary, or other person, shall pay to, withhold 
for the benefit of, or contract in any manner for the payment to such county 
treasurer, or to any other person for him, of any interest or other fee, perquisite 
or emolument, on account of the deposit of such county mofieys, except such 
interest as shall be paid to such county treasurer for the benefit of the county. 


é * * o* * +. 
Chapter 130, Smith-Hurd Illinois Annotated Statutes 
Sec. 39. Compensation othér than interest to state prohibited 

No bank, or other depositary, holding moneys deposited therewith by the 
State Treasurer, in accordance with the provisions of this Act, or otherwise, and 
no officer of any such bank, or other person, shall pay to, withhold for the bene- 
fit of, or contract in any manner for the payment to such State Treasurer, or to 
any other person for him, of any interest, or other fee, perquisite, or emolument, 
on account of the deposit of such moneys, except such interest as shall be paid 
to such State Treasurer for the benefit of the State (1919, June 28, Laws 1919, 
Dp. 954, see. 20). 

Do you know whether contributions were made by the officers of 
either the Southmoor Bank or the Elmwood Bank? I am not talking 
about the bank itself, but officers of the bank. 

Mr. Sorensen. The only thing I know about that is what has been 
appearing in the papers in the last few days. 

Senator Sparkman. That, of course, would not show up in your 
examination. 

Mr. Sorensen. No, sir. 

Senator Sparkman, That would be an individual proposition. 

Mr. Sorensen. Yes, sir. 

Senator SpaRKMAN. You would discover it if the bank as such had 
made one? 

Mr. Sorensen. Not necessarily, unless they specifically described it 
as such on their records. 

Senator SparKMAN. In other words, it would be according to the 
entry on the books ? 

Mr. Sorensen. Yes, sir.. I might say we never have time to make a 
letailed analysis of the earnings and expenses of a.bank. We do not 
take time enough on our examinations to do it. So that it could be 
there, and the examiners could miss it. They probably wouldn’t. 

Senator SparkMaNn. Do you go to the minutes of the board of di- 
rectors to see what they have authorized ? 

Mr, Sorensen, Yes, sir. 

Senator SparkMAN. You do check those? 

Mr. Sorensen. Yes, sir. 

Senator Sparkman, Then in order for it not to show up, it would al- 
most have to be a deliberate effort to conceal, wouldn’t it? 

Mr. Sorensen. Yes, sir. 

Senator Sparkman. When did you first learn that Mr. aoe was 
using State warrants and State checks for his personal benefit 

Mr. Sorensen. Sometime in June of this year. 

Senator Sparkman. June of 1955? 
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Mr. Sorensen. Yes. My first information was June 1956. 

Senator Sparkman. Oh, yes; June of 1956. 

Mr. Sorensen. My first information was from reading the Chicago 
Daily News. 

Senator Sparkman. In other words, you learned it from the news- 


papers ¢ 
Mr. Sorensen. Yes, sir. 

Senator Sparkman. As chief examiner, do you have any responsi- 
bility over the cashing of State warrants and State checks 

Mr. Sorensen. No, sir. 

Senator SparkMan. Who does? ! 

Mr. Sorensen. Well, that is a separate department in the auditor’s 
office, and there are many people employed there. It has nothing to 
do with the department of financial institutions, whieh I head. The 
only State warrants I ever see, or any of my examiners and assistants 
and clerical help, is his own pay checks, his own expense check, if he has 
one. 

Senator SrarkMaN. The two activities are centered under the same 
inan, but they are separate in their operation ? 

Mr. Sorensen. Yes, sir. 


Senator Sparkman. I don’t expect you can answer this, and I don’t 
know whether anybody can or an body will. But from the first time 


I read about this, and ever since that time, I have been wondering how 
in the world it was possible for one man to get by with more than a 
million dollars, according to the newspaper accounts, and I believe, 
according to the testimony before this committee, in bad warrants. It 
seems to me that in the setup of orderly government somebody, maybe 


2 or 3 different ones, would be called upon to pass on the warrants, to 
ass on the issuance of the check, and to account for it when it comes 
ack as a canceled check. I know nothing about bookkeeping or 

auditing or examining of accounts or anything else. I wonder if you 

could throw any light on that. 

Mr. Sorensen. I have never paid attention to the operations of 
the warrant-issuing department, but it is quite true—— 

Senator Sparkman. Didn’t it seem a little strange to you that that 
could happen ‘ 

Mr: Sorensen. Indeed it did, and still does. - There is an extensive 
study being made now of that operation under the direction of Dr. 
Morey, who is now auditor of public accounts, I am sure a great 
deal of improvement will be made in the handling of those matters 
with the objective of making it impossible for anybody to do anything 
like that again. And that should be possible. I feel sure it will be 
done. 

Senator Sparkman. I understand that there were some $46,000 
worth of checks cashed in the Southmoor Bank while there were 1!) 
or 15 FDIC examiners in that bank at work, 

Mr. Sorensen. Yes, sir. 

Senator SparkMAN. Do you know anything about that? 

Mr. Sorensen. I have seen references to that in the papers. [ 
would like to explain it a little bit, if I may. 

I would rather come to the defense of the FDIC examiners right 
now than my own, but I would have to say the same thing on their 
behalf if they had been in the bank at the time those warrants were 
cashed. A normal examining crew for a bank the size of the South- 
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moor is perhaps 12 to 14 men. A few days later the crew might be 
cut in half, so there would be only 7 men left, and they might go on 
for another week to complete an examination. But the examining 
time normally applied to such a bank would average perhaps 50 or 60 
days altogether. The bank employees, about 80 to 85 people, officers 
and employees, that means the whole examining time applied to that 
bank does not equal 1 day of the manpower applied to operating the 
bank, so that the examiners’ chances are about 1 in 260 of catching an 
operation of that kind. That would only be true if they spent, most 
of their time peering over people’s shoulders to see what they are doing. 

But actually an examination is not pointed at that at all. Most of 
the manpower goes into analysis and evaluation of the assets, and a 
study of operations in general. An examination normally involves 
proving the cash accounts once. That means if we walk in at the 
closing time of the afternoon, 3 o’clock, the examiners would fan out 
and cover all of the cages and count the cash in the cage, and prove it 
with the teller’s cash sheet and consolidate that and see that it proves 
with the cash aceount of the bank at the time. And then the exam- 
iners would never look at the cash again and have no reason to by estab- 
lished examining procedures. 

Now, these warrants obviously had to go into the outclearings of the 
bank. A bank the size of the Southmoor in such a location would 
normally have three to four hundred thousand—— 

Mr. Waxtace. Excuse me just a moment. Did you say the exam- 
iners count the cash in each of the cages? 

Mr. Sorensen. Yes,sir. 


Mr. Wauxace. How in the world did they miss an envelope which 
was “rr to be in one of the cages? 


Mr, Sorensen. It wasn’t in the cage, or if it was, it was well hidden 
out of sight. 

Mr. Wautace. They didn’t see it, in other words. 

Mr. Sorensen. That is right. 

Mr. Rogers. Mr. Sorensen, do the examiners, when they come inw 
the bank and go to the teller’s cage, do they seize everything in the 
cage as of that moment and ask for an explanation as to why that is 
out of place? 

Mr. Sorensen. No; they stand by until the teller gets his affairs in 
order and gets his own cash proved to his satisfaction. They stand 
by as observers until the teller proves his cash. Then they walk in and 
the teller watches him while they count the cash. We are very insist- 
ent the tellers do watch while they count the cash. 

Mr. Rocers. If there is a cashbox in the teller’s cage, wouldn’t they 
ask him what it was? : 

Mr. Sorensen. Of course they would, any examiner would. He 
would inquire about anything looking like a strongbox in a case and 
insist upon finding out what it is. 

Let me explain for just a moment about the outclearings. A bank 
that size would produce three or four hundred thousand outclearin 
every day, meaning checks to be cleared through other banks. No 
examiner has time or makes any attempt to. analyze those items or 
inquire about them in any way. He puts them in a bundle and seals 
them up and sends them out with a verification letter and relies on the 
bank that the checks were cleared through to report back to him any 
returned items, items returned for any reason. 
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Mr. Rocers. If there was a ledger sheet or any other kind of a bank 
record, passbook, or any type of document of that kind, in the tellers 
case, wouldn’t they ask for an explanation of why it was there? 

Mr. Sorensen. They surely would. 

Mr. Rogers. Any notations on it? 

Mr. Sorensen. I can’t imagine an examiner experienced long enough 
to be allowed to count a teller’s cage, who wouldn’t have sense enough to 
inquire about xnything like a brown envelope or a strongbox appearing 
in the cage. 

Senator Sparkman. Are you familiar with the testimony of Mr. 
Schlitz regarding the box that he had in his cage ¢ 

Mr. Sorensen. No, sir. 

Senator SparkMAN. He swore before this committee that he never 
took the box and put it under the table or off in the corner, that it 
stayed ; these are his words: 


It stayed in the cage. 
The chairman asked this question : 


You never did remove it from the cage? 

Mr. Scuuitz. No. You wouldn’t take it out of the cage. There would be no 
reason to take it out. 

The CHarrMay. You would take it out to hide it? 

Mr. Scuutrz. I didn’t do that. 

The CHAIRMAN. You did not? 

Mr. Scouurrz. No, sir. 

The CHAIRMAN. Nor did Mr. Hintz? 

Mr. Scuuirz. No. 

The CHAIRMAN. He left it right in the cage at all times? 

Mr. Seuurrz. That is right. 

The CHarmMaN. To your knowledge, Mr. Hintz never made an attempt to hide 
that cashbox? 

Mr. Scuturrz. No; he wouldn’t take the cashbox anyway. He would be inter- 
ested in the brown envelope. 

The CHAIRMAN. I meant the brown envelope. Did he take the brown envelope 
at any time? 

Mr. Scuttirz. I don’t know. 


In other words, while he was not positive about the brown envelope, 
he was positive about the cashbox which he had in his own cage. If 
he is truthful in his statement, certainly it was there while the ex- 
aminers were in. By the way, let me ask you, do examiners go into a 
bank at about closing time and do their work after closing hours’ 

Mr. Sorensen. Usually. 

Senator Sparkman, What? 

Mr. Sorensen. Usually. 

Senator Sparkman, So that they do not disturb the orderly opera- 
tion of the bank ? 

Mr, Sorensen. We do the best we can to avoid interfering with the 
normal operation of the bank. 

Senator Sparkman. How long a notice does the bank have that 
they are coming? : 

Mr. Sorensen. They should not have any notice, and if they have 
wy notice there is something wrong about it. 

enator Sparkman. In other words, they are supposed to walk in, 
and say, “we are here”? 

Mr. Sorensen. Yes, sir. 

Senator Sparkman. Let me ask you this: This $46,000 that we 
were talking about, that was cashed on April 10, 1956. How long was 





ILLINOIS BANKING SITUATION 467 


it before somebody discovered that those had been cashed, do you 
snow ¢ 

” Mr. Sorensen. I think that had been discovered in the last 2 or 3 
months after this investigation started. 

Senator SparKMAN. Since this whole thing broke! 

Mr. Sorensen. Yes. May I ask, does your reeord show on what 
day the FDIC examination was commenced, leaving the examiners 
there on April 10% 

Senator SparKMAN. March 26. 

Mr. Sorensen. Yes. Well, I hope I made it clear that on March 
26, if that is the day they started the examination, the examiners 
would prove the cash carefully. Then they wouldn’t pay attention 
to it again and they did have plenty of other things to do there. In 
other words, if the examination went on for 2 weeks or 6 weeks, they 
would not try to prove the cash every day. They would never get 
along with their eXamination if they tried to do those things. 

Senator Sparkman. In other words, you do not regard it as being 
abnormal that these vouchers could have been cashed, these checks 
could have been cashed there while they were in the bank, if it came 
at . ee after they had already proved the cash? Is that what you 
sai 

Mr. Sorensen. Yes, sir. They would have at least some kind of a 
chance of discovering it if the items were in the cage on the day they 
started examination and proved the cash, but there would be no oppor- 
tunity for examiners again to have any chance to see those items. 
It would be the rarest accident if they stumbled into it. 


Senator SparKMAN. But do I understand you correctly to say that 
if there was a cashbox or a big brown enyelope in the cashier’s cage, 
in the cage of any one of the tellers, then the examiners should have 
gotten that. 

Mr. Sorensen. Well, I cannot imagine any examiner not inquiring 


about any kind of an iron box or a large enyelope in a cage. 

Senator SparKM4N. Mr. Sorensen, I follow you very well about 
how it was that an examiner might not have caught these checks 
coming in at that time. But, doesn’t it appear to you to be rather 
audacious on the part of Mr. Hodge, Mr. Hintz, anybody else that 
may have been connected with it, to attempt to cash these at that 
particular time? 

Mr. Sorensen. I should say so, but it was audacious at any time. 

Senator SparkMAN. It is audacious at any time, isn’t it? 

Mr. Sorensen. Yes, sir. They all, certainly Mr. Hintz, understood 
the procedure of an examination well enough to know that there was 
no additional risk in doing it while the examiners were in the bank. 
The only additional risk involyed was if an examiner happened to be 
walking by while they were doing it and he could easily avoid that. 

Senator Sparkman. Were these particular checks some of those 
that simply had a signature typed in? 

_ Mr. Sorensen, I have never seen the specific description of the 
items that were cashed on that day. I do not know. 

Senator Sparkman. I understand there were some that simply had 
the signature or endorsement typed in. 

Mr. Sormnsen. Yes, sir. I understand that. But what items—— 


comer SparKMAN, Would examiners be bound to detect that sooner 
or later 





468 ILLINOIS BANKING SITUATION 


Mr. Sorensen. No. 
Senator Sparkman. No, because the canceled check would go 
back 

Mr. Sorensen. There is little chance examiners would ever discove; 
that unless the payor of the check noticed there was something wrong 
with it and rejected it so that it came back. . 

Senator Sparkman, But if anybody ever examined it, the payor, 
then it would be noticeable, wouldn’t it ? 

Mr. Sorensen. That, of course, we never—— 

Senator Sparkman. I know that is not in your department, but, 
in other words, I assume there is an examination, is there not, of the 
auditor’s books sometime ? 

Mr. Sorensen. Yes. I think it has been neglected for a long time, 
however. 

Senator SparkMAN. Did the auditor have control over that ? 

Mr. Sorensen. I think so. 

Senator Sparkman. In other words, he could say whether his own 
books should be examined or not? 

Mr. Sorensen. I think the act requires that it be audited, and ordi- 
narily he would employ or should employ outside auditors, and there 
was an audit in process at the time Mr. Hodge resigned from office. 
But it had been started, I think, only 2 or 3 months oy And, from 
what I read in the papers, there had been no audit in the preceding 3 
years. In other peel the first audit of his own accounts, I gather 


from the newspaper accounts, was in process at the time this matter 
was discovered. 


Senator Sparkman. Let me see. You say there had not been an 


audit in the last 3 years. You mean the last one came in 1953? 

Mr, Sorensen. I do not know. Just what I read in the papers. 

Senator Sparkman. You said something about 3 years. 

Mr. Sorensen. Yes; that is my recollection of news accounts, that 
there had been no audit of the auditor’s books for a considerable 
period, I think 3 years but I am not sure. 

Senator SparkMAN. Three years prior to April 1956? 

Mr. Sorensen. Yes. 

Senator Sparkman. That would be back in the spring of 1953, 
then. 

Mr. Sorensen. Yes. 

Senator Sparkman. The last audit was May. 

Mr. Sorensen. Yes. 

Senator Sparkman. I want to ask you this question: You know 
a great deal about the operation of banks and so forth. It has come 
into our hearings at. different times that when one bank out there 
was closed, maybe all of them, I am not sure, the State Banking 
Department of Illinois closed the bank but kept it in s ed ani- 
mation for 7 weeks. I think they call it in suspense and the FDIC 
said to us they were powerless to act during that time, that they were 

retty well kept away from it by reason of that suspended operation, 
»y the State Department of Banking of the State of Illinois.. Would 
it have been possible or do you assume there might have been some 
efforts during that time to clear up these ae or would it have 
been sealed off when the State Department of Banking closed the 
bank ? 

Mr. Sorensen. What records do you refer to? 
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Senator SparKMAN. Well, these bad vouchers. 

They remind me that is a different bank. 

Mr. Sorensen. I don’t recall any vouchers had been cashed at that 
time. 

Senator SpARKMAN. I am told by the members of the staff I had 
the banks confused. 

This law that you refer to as requiring an audit to be made of the 
auditor’s books, who is responsible for the enforcement of that law? 

Mr. Sorensen. I think the auditor, I assume. Frankly, I have 
never read the act in that respect because I had never had any respon- 
sibility for it, and I have never had anything to do with it. 

Senator SpaRKMAN. You mean the State auditor, who has the power 
virtually of life and death over the banks of Illinois, can determine 
whether or not he shall have his books audited, as required by law, but 
the enforcement of the law is up to him ? 

Mr. Sorensen. I think that. is true, but you should establish that 
from someone else, because I am not directly familiar with that at 
all, except in a very general re 

Senator Sparkman. You ow banking practices quite well 
throughout the various States, and I am asking purely for informa- 
tion because I do not know. Is it usual to combine the office of State 
auditor with the comptroller of banks, or the superintendent of banks, 
director of the banking department, whatever you call it? Frankly, 
when I read it in the papers it struck me as being unreasonable, and 
in my opinion an unsound arrangement. Do you know what the gen- 
eral practice is in the States? 


Mr. Sorensen. I think Illinois is the only State in the Union where 
the auditor of public accounts, or anyone with an equivalent responsi- 
bility also has jurisdiction over the anki eu I do not think 

i 


that means necessarily that there is anything wrong with that in 
itself. Because in other States the governor of the State has to 
appoint the men who do the supervising of banks. 

Senator SparkMAN. Here you do elect the man? 

Mr. Sorensen. Yes, and in Illinois it is an elected State auditor 
who has the responsibility for appointing the men who supervise banks 
and other financial institutions. 

Senator Sparkman. I know very little about it. I was not offering 
that as criticism, but asking you for information more than anything 


else. 

Mr. Wallace? 

Mr. Wautace. Mr. Sorensen, getting back to these examinations for 
a moment, you were speaking generally about a routine examination 
with respect to counting out the cash at the end of the day, and the 
other bookkeeping type of examinations that examiners normally do; 
were you not? 

Mr. Sorensen. Yes, sir. 

Mr, Wautace. Were you aware of the history or recent history of 
criticism of practices of that bank? 

Mr. Sorensen. Yes, sir. 

Mr. Watiace. Were you aware that there had developed some, I 
don’t want to say what it was, but there had developed serious criti- 
cism which caused this March 26 examination ? 

_ Mr. Sorensen. Yes, sir; I was acutely aware of it. I participated 
in making the criticisms. 
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Mr. Watuace. It has been described to us before as a fine-tooth 
comb examination. 

Mr. Sorensen. Yes, sir. 

Mr. Wautace. Can you understand why the FDIC in the course 
of this type of an examination or investigation, would not question 
personnel at the bank, when they knew the history has been one of 
eritical practices, and certain situations have arisen, as to whether 
there might be other situations? They might ask the personnel what 
other things might have arisen which you think are strange.? If there 
was a serious question involved, wouldn’t you think the examiners or 
investigators would ask that type of question of the personnel of the 
bank ? 

Mr. Sorensen. I feel quite sure they did. It would be a perfectly 
normal thing to make all of the inquiries they could think of in such 
a special examination. It was a fine-tooth comb examination. 

Mr. Wautace. The reason I ask—— 

Mr. Sorensen. That doesn’t mean if they asked, for example, Mr. 
Hintz whether he is cashing any irregular warrants, he would say, yes, 
Iam. That question wouldn’t have occurred to them, I am sure. 

Mr. Wautace. The reason I ask that is when we questioned Mr. 
Schlitz about the type of questions which were asked him, they asked 
him direct specific questions, but they never asked him if there was any- 
thing else that he thought might be questionable. He stated had they 
asked him, he would have had no compunction against telling them, 
well, this happened; I don’t know what it is, but this is going on. So 
wouldn’t that be a better practice in the case of an investigation if they 
would ask personnel, especially if something is already amiss, that 
they would ask personnel, “Do you know of anything else that might be 
questionable that is going on?’ 
fz Wentd your office do that if you were making an investigation of a 

ank? 

Mr. Sorensen. There is no specific routine on that. Each examiner 
would pursue his assignment with his own judgment, and many times 
in years past, I have learned intimate and important things about a 
bank by inviting employees or junior officers, or what not, to comment, 
but I surely wouldn’t expect that as an examining practice to neces- 
sarily develop the thing that was going on in the Southmoor Bank. 

Mr. Wautace. Are you talking about a general examination or a 
special examination such as the one the FDIC was conducting start- 
ing March 26, 1956? In a general examination it might be under- 
standable you wouldn’t go, say, on a fishing expedition to see if there 
was anything wrong with the bank. On the other hand, if there are 
questionable practices, wouldn’t it then be proper to ask the per- 
sonnel what else might be going on here? 

Mr. Sorensen. It surely would be proper, and I am sure it fre- 
— y isdone. Whether it was done in this situation or not, I don’t 

now. ' 

Mr. Wauiace. When did your examiner first find what you would 
call questionable practices at the Southmoor Bank? 

Mr, Sorensen. I have had that bank under severe criticism for a 
variety of ange for several years. In fact, from the time I first be- 
came acquainted with it at all. 

Mr, Wattace. Four or five years? 

Mr. Sorensen. Yes. 
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Mr. Watzace. What were the practices you were critical of! 

Mr. Sorensen. Mainly their loaning policies and practices. In 
our judgment, the bank has through the years been persistently over- 
averessive in making real estate loans, and that I know was under the 
domination of Mr. Leon Marcus who had at faith in real estate 
and real estate loans. He owned control of the bank, and therefore 
dominated the people who worked there to a considerable extent, and 
was forever keeping the bank, in our judgment, dangerously over- 
loaded with real estate loans. 1 ga00, 

Mr. Watxace. I wonder if we can talk about this situation, in this 
particular instance, in general terms of the bank and so forth? Can 
we do that? 

Mr. SorensEn. Yes. 

Mr. Wauiace. Did you discuss these practices with the Federal 
Deposit Insurance Corporation ? 

Mr. Sorensen. Yes, sir; many times. 

Mr. Waniace. Can you tell me why no firm steps were ever taken 
to counteract it? 

Mr. Sorensen. We did take many firm steps to try to counteract 
them. 

Mr, Watiace. What sort of firm steps were taken ? 

Mr. Sorensen. We called the directors and at times the senior 
officers of the bank into our office many times to make urgent demands 
on them that they correct the things that we were criticizing. 

Mr. Watxace. Did Mr. Hodge ever meet with the officials of the 
bank to criticize the practices? 

Mr. Sorensen. Yes, sir; several times. 

Mr. Waxiace. Mr. Hodge criticized it; primarily, the overloaning 
on real-estate loans ¢ 

Mr. Sorensen. That was our major point of criticism, and that is 
what we were mainly concerned about when Mr. Hodge was invited 
to join with us in talking to the board of directors. 


Mr. Watiace. Did Mr. Hodge ever criticize the bank for making 
loans to a State auditor ? 


Mr. Sorensen. No, sir. 
Mr. ‘Wan.ace. Were your examiners aware that the Southmoor 


Bank at that time was making loans to Orville Hodge and Mrs. 
Hodge? 


Mr. Sorensen. Yes, sir. 

Mr. Watiacp. You knew that ? 

Mr. Sorbnsen. Yes, sir. 

Mr. Watnace. What was your feeling about that? 

Mr. Sorensen. Something closely akin to the comment IE made 
about the ownership of stock. I thought it was biased. It definitely 
was not illegal in any way under our statute. The loans were always 
adequately seeured so that the examiners did not make a criticism of it. 

Mr. Wasiace. Mr. Hodge stated that yesterday, those were good 
loans. I don’t think anyone is questioning whether they were good 
or bad. Still the State auditor has the power of life and death over 
« bank, has the power to be very critical or not critical, has the power 
to let certain practices go or not let certain practices go. Is it 


practice for the supervising party of a State to ask a bank to do things 
or suggest that they do things? 
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_. Mr. Sorenson. No; I wouldn't say so. I wouldn’t think of doing 
it myself. I never in all of my examining career have suggested to 
a bank that it make a loan for any purpose. 

Mr. Wattace. Were you aware that these loans to Mr. and Mrs, 
Hodge, and their partners, and various enterprises of Hodge, were at 
rates of 3 or 314 percent? 

Mr. Sorensen. No, sir. 

Mr. Wattace. That some were unsecured ? 

Mr. Sorensen. I do not recall any that were unsecured. 

Mr. Watxace. There were some that were unsecured, demand notes, 

Mr. Sorensen. I wasn’t aware of that. 

Mr. Wattace. But you did take steps, you met with the board of 
directors and had them on the carpet, so to speak, and said, “These 
practices should stop because we frown on them very much.” 

Mr. Sorensen. Yes, sir. 

Mr. Watiace. Was ane ever done to meet your demands? 

Mr. Sorensen. Yes. At times we made a great deal of progress in 

etting the bank back into what we thought we a reasonably sound 

alance as to its assets. 

Mr. Wattace. It is our information that the proportion of these 
real-estate loans increased as the years went by. As you pointed out, 
you were first critical 4 or 5 years ago, but this situation instead of 
getting better, according to our records and the FDIC records, got 
worse. Were you aware of that? 

Mr. Sorensen. May I explain that a little bit? 

Mr. Watuace. Yes. 

Mr. Sorensen. We had a crisis with that bank in 1953, later, after 
the Beutel incident, for the very same reason that we had something 
like a crisis in February of this year. It had to do with the condition 
of the market for real-estate loans. This bank was carrying more 
than the normal amount of real-estate loans in its assets regularly, 
and was in the practice of financing construction loans in large quan- 
tities for a number of builders. 

Mr. Wattace. What part of 1953 was this? 

Mr. Sorensen. Late middle or late 1953. 

Mr. Watxace. That was about the time that Orville Hodge started 
cashing these checks, wasn’t it? 

Mr. Sorensen. That I don’t know. 

Mr. Watxace. Do you know if it would be possible that Mr. Hodge 
knew of the criticism of this bank and perhaps that might have been 
how he was able to convince Mr. Hintz that he should play a part 
in it? 

Mr. Sorensen. I have no way of knowing that, of course, but I 
doubt very much it had any bearing on that, because Ed Hintz was, 
himself, a sound banker, eu understood our criticism of their 
real-estate loaning operations, and always joined in with us as best 
he could in trying to get the a under control. That special 
arrangement of theirs, I think, must have been on the basis of friend- 
ship and not because there was pressure being applied to the bank 
because Ed Hintz completely and openly was on our side of that issue 
all the way through. ey Tet 

Mr. Rocers. You thought he was? 

Mr. Sorensen. Yes. 

Mr. Watxace. He so stated to you? 
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Mr. Sorensen. Yes. 

Mr. Wauiace. With respect to your criticism, I read from our hear- 
ings which we conducted in Washington with the FDIC, page 229, 
which traces the substandard loans at that bank, and on February 23, 
1954, these were $390,900. On March 28, 1955, they were $72,500. On 
November 21, 1955, during the same year, they had increased to $3,- 
409,400, and by March 26, they had gone to $3,646,000. Wouldn't 
that bear out the point, that not very much was done about these 
riticisms ¢ 
' Mr. Sorensen. Well, I will concede not too much was accomplished. 
There was a great deal done. 

Mr. Wauxxace. I understand. In other words, you did meet with 
him. You called them on the carpet, you criticized them and said 
to stop this, but the point I am making is that although you did some- 
thing, you didn’t accomplish anything 

Mr. Sorensen. Yes. We were fighting a losing battle, and well 
aware of it, and that is why the FDIC examiner, with my full knowl- 
edge beforehand, made a recommendation that the bank be cited for 
cancellation of insurance early this year. We did start accomplishing 
things rapidly then. 

Mr. Wau.ace. Did you stay in close touch with the personnel of 
the FDIC in your examinations of the Southmoor Bank ? 

Mr. SorENSEN. Yes, sir. 

Mr. Wattace. Did you ever meet together to discuss the problem of 
“here we do all those things and nothing ever happens?” In effect 
the banks seemed to be thumbing their nose at you. 

Mr. Sorensen. Yes, sir; we discussed that many times, Gene Gover 
and I. 

Mr. Wattace. This letter, I guess, led ultimately to a consideration 
of a citation by the FDIC? 

Mr. Sorensen. Yes, sir. 

Mr. Wauxace. Did it ever lead to a consideration of closing the bank 
by Mr. Hodge? 

Mr. Sorensen. No, sir. 

Mr. Wauuace. He didn’t consider closing the bank? 

Mr. Sorensen. No, sir. I did, however, tell him many times that 
if we could not get this thing under control, we could easily reach a 
situation where we would have no choice. In fact, I have that in 
writing in my own comment in an examination made a year or more 
ago. I would be glad to read it into the record if you care for it. 

Mr. Watxace. Oh, you are welcome; yes, sir. 

Mr. Sorensen. May I ask this about my reports of examination: 
They are confidential documents. 

Mr. Watxace. Oh, well, we don’t—— 

Mr. Sorensen. I do not mind entering in the record my own com- 
ments on the reports. If you want any information from the reports 
themselves I would prefer that they go under subpena. If they are 
pris for subpena, I have no objection whatever. With that under- 
standing 

Mr. Wattace. We would prefer to review anything of a confidential 
nature before it Pe into a public record, so please do not put anything 
of a confidential nature in the record without our seeing it first. 

Mr. Sorensen. Yes, sir. 
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Mr. Watxace. Can you file that for the record, or would you like 
to read it? 


Mr. Sorensen. No; I would not like to file it, unless you request 
it under subpena. 

Mr. Watiace. We will review that later. .Wasn’t one of the forms 
of meeting your criticism, which was taken by the Southmoor Bank, 
that of moving Mr. Hintz into the position of president of the bank? 

Mr. Sorensen. Yes, sir. 

Mr. Wat.ace. How long was he president? What was he before? 
He was executive vice president ¢ 

Mr. Sorensen. He was executive vice president for many years. 

Mr. Watxace. And then he was moved into the position of presi- 
dent of the bank. When was that; do you recall ? 

Mr. Sorensen. Perhaps in May. 

Mr. Wautiace. In May 1956? 

Mr. Sorensen. This year; yes. 

Mr. Watxace. How long did he stay there? 

- ~ Sorensen. Until rather recently; something like the middle of 
uly. 

Mr. Wauiace. Who took Mr. Hintz’ place after he resigned? 


Mr. Sorensen. I do not recall that they named a president. [ 
believe—— 


Mr. Wauuace. You are correct. 

Mr. Sorensen. I believe Ireland became the executive vice—— 

Mr. Watxiace. Who became the operating head ? 

Mr. Sorensen. Yes; Tom Ireland became the executive officer of 
the bank. 

Mr. Wau.ace. Is that Clare T. Ireland? 

Mr. Sorensen. Yes. 

Mr. Wauuace. Who was he? 

Mr. Sorensen. An FDIC examiner. 

Mr. Wattacs. He was an FDIC examiner? 

Mr. Sorensen. ¥es, sir. 

Mr. Wauuace. How did he come to be hired for that position ? 

Mr. Sorensen. Well, I wasn’t there when he was hired, but I do 
know in a general way how it came about. We were attempting to 
make a reorganization of the bank as a going concern in April and 
May that involved finding new officer personnel for the bank in 2 or 
3 important spots. We considered it rather urgent that they have 
some additional officer personnel. The bank was aware of our demand, 
of course, and doing the best they could with it they asked their two 
major Loop correspondents to find somebody for them to come in and 
take those spots. 

They were not able to find anyone, and the condition of the bank at 
the time was so critical that it was difficult to imagine a competent 
officer leaving a good bank to go and take a position that involved a 
great deal of risk. It seemed rather hopeless to get the kind of men 
that were needed. 4 

I was aware, which they were not, that Tom Ireland was intending 
to retire from FDIC within the next few months and take a part- 
time job in a new little bank that was being organized out in Naper- 
ville. It occurred to me that he might like to tackle something a little 
more strenuous. Actually, he wanted to retire and draw his pension 
and a small salary and live comfortably. 
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I suggested Tom Ireland to the officers I was talking to at the time, 
which included Leon Marcus, H. L. Marcus, Ed Hintz, and Vernon 
Welsh, their attorney. I suggested Tom Ireland, thinking that he 
might go in there long enough to help them get the bank straightened 
out and on its way to a sound operation. ; 

They did, as a result of my suggestion, discuss it thoroughly with 
him, and vet over a period of several days, and he refused 
the job. The job, I know, involved, considering the pension he would 
draw on retiring from the FDIC and the increase in salary they were 
willing to give him—it involved approximately doubling his gross in- 
come, but he turned it down at that time for reasons that seemed 
adequate to me. I didn’t discuss it with him much; I did let him 
know that I had put his name in the hopper, as I described it. He 
turned it down. . 

Mr. Wattace. In other words, you suggested his name ? 

Mr. Sorensen. Yes, sir. 

Mr. Wautace. And it was offered him, but he turned it down orig- 
inally ? 

Mr. Sorensen. He did turn it down, and the same offer was made 
tooneofmy men. They asked my permission to do it. 

Mr. Wattace. Who was this? 

Mr. Sorensen. Harold Durst, who was my first assistant in the 
Chicago office reviewing examinations. It would have gained for 
him the same relative advantage; he could have drawn a pension 
which, together with the additional salary they offered him, would 
have doubled his gross income, approximately, and he turned it down. 

Mr. WaLLace. Why did he turn it down? 

Mr. Sorensen. I didn’t consider it a practical opportunity for him, 
and I quite agreed with him. 

Mr. Wrist it. Would you have recommended him for the position ? 

Mr. Sorensen. I surely would have. He was—— 

Mr. Watxtace. What I mean is, not on a personal basis, but being a 
member of your examining staff? Do you recommend members of 
your staff to become presidents of banks that they examine? 

_Mr. Sorensen. That almost never happens. This was a special 

situation. 

aoe Wattace. Did Tom Ireland ever examine the Southmoor 
an 

Mr. Sorensen. Yes; several times. That is one of the reasons I 
suggested him, because I knew he was, from direct examinations of 
the bank, recently familiar with what their problem was. 

He had examined it within the last 2 or 3 years, at least, and had 
also reviewed other examiners’ reports in the office, so I felt he was 
as familiar with the affairs of the esi as anyone reasonably could be. 

Mr. Watace. You stated a while ago that, being a member of the 
staff of the State auditor, you could not purchase stock on the same 
basis that Mr. Hodge did in the Elmwood Park Bank; is that correct ! 

Mr. Sorensen. Yes, sir. 

a Wattace. You would be prohibited by law from purchasing 
stoc . 

Mr. Sorensen. Yes, sir. 

Mr. Watxace. What would you say, would it be a comparable sit- 
uation for you to become president of a bank rather than owning 
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stock? You could purchase stock but you would have to give up your 
job ? 
Mr. Sorensen. Exactly. 

Mr. Watxaceg. I guess it is not really comparable, then, but what 
about the possible conflict of interest? An examiner who examines 
a bank—there is a possibility that he might become president of the 
bank. Is there any possibility that he might curry favor with the 
stockholders in order possibly to have a future job? 

Mr. Sorensen. There surely is that possibility. I am sure it was 
not involved in this situation. They were begging for help and they 
needed help badly. 

Mr. WALLACE. 4 other words, as a general proposition you think 
that there would be this possibility but you urge this would not have 
been true in the case of Mr Ireland ? 

Mr. Sorensen. I feel sure it was not true in that situation. The 
fact that he was offered a very lucrative opportunity and refused it, 
it seems to me is clear-cut evidence that he wasn’t using any power 
of his to either favor or apply undue pressure to the ba 

He did, however, later as a result of that suggestion of mine, I 
think, agree to take this overnight arrangement when Ed Hintz had 
to be taken out of the bank, and I might say I was not consulted at 
that time. I learned it after the arrangement was made. 

Senator Sparkman. Mr. Sorensen, with reference to new banks, 


have you denied a charter to any applicant or recommended its being 
denied ? 


Mr. Sorensen. Not very often. 

Senator Sparkman. You have at different times? 

Mr. Sorensen. Yes, sir. 

Senator Sparkman. Did you deny one on the Gateway application / 

Mr. Sorensen. When I say I did, Mr. H was the auditor. 

Senator SparKMAN. I mean, you recommended it. Was it the nor- 
mal procedure for you to recommend to Mr. Hodge? 

Mr. Sorensen. Yes, sir. 

Senator SparkMAN. And he usually, I presume, followed your rec- 
ommendation ? 

Mr. Sorensen. Usually. 

Senator SparkMAN. Do you think of any case in which he did not? 

Mr. Sorensen. Well, the Gateway situation requires a little expla- 
nation, because they were not denied a charter by Mr. Hi or by 
me.. I am not sure they would not have been denied if they had 
pressed the matter to that point, but they eventually did withdraw 
the application, thinking that they were getting, as they described, 
a runaround. 

Senator Sparkman. Was there objection filed on the application 
of the Gateway ? 

Mr. Sorensen. Yes, sir. ‘ 

Senator Sparkman. Who filed it? 

Mr. Sorensen. At least two banks, and I think some individuals 
registered objection with us relative to the chartering of that bank. 

Senator Sparkman. Was the Southmoor Bank, where Mr. Hintz 
was the executive vice president, one of them ? 

Mr. Sorensen. Yes, sir, 

Senator Sparkman. Do you remember any other? 


De ee cet ne as el 
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Mr. Sorensen. The Chatham Bank, I feel sure, also wrote us a 

ter. 
eae SrarKMAN. Do you remember any individuals you men- 

ioned ? 
" Mr. SoreNnsEN. Individuals? 

Senator SPARKMAN. Yes. 

Mr. Sorensen. No, I don’t. I think we had other letters. We 
didn’t regard them 

Senator SparKMAN. But you don’t recall at this time who they 
were? 

Mr. Sorensen. No, sir. 

Senator SparkMaAn. Mr. Wallace. 

Mr. Wauiace. Mr. Sorensen, do you recall the granting of a charter 
to the Fox Lake State Bank? 

Mr. Sorensen. Yes, sir. 

Mr. Watuace. Who was the prime applicant in that regard? 

Mr. Sorensen. That I don’t recall. e application procedure 
was handled by J. Roy Browning as attorney for the applicants. 

Mr. Wattace. J. Roy Browning? 

Mr. Sorensen. Yes, sir. 

Mr. Wattace. Wasn’t he the same attorney who handled Hodge’s 
activities in the Elmwood Park Bank situation ? 

Mr. Sorensen. Yes, sir. 

Mr. Watuace. And he was the one who bought the stock in the 
Elmwood Park Bank for Mr. Hodge? 

Mr. Sorensen. Yes, sir. 

Mr. Watuace. And then he negotiated to secure the charter of the 
Fox Lake State Bank also? 

Mr. Sorensen. Yes, sir. 

Mr. Wautace. Do you know his position with that bank? 

Mr. Sorensen. I believe he is chairman of the board. 

Mr. Watiace, I see. Did you recommend that charter ? 

Mr. Sorensen. Yes, sir. 

Mr. Wautace. What is the situation in this granting of charters? 
Do many people ask for charters and you recommend them, or don’t 
recommend them, and then the auditor decides which ones he is going 
to offer them to? 

Mr. Sorensen. I was just verifying J. Roy Browning. He is the 
chairman of the board of the Fox Lake Bank. 

Mr. Watiace. Yes. 

Mr. Sorensen. There has almost never been any important differ- 
ence of opinion in the office about the granting of charters. Almost 
always the recommendation of the operating staff which I head is 
honored. There was some question about that in the Gateway situa- 
tion, I know, but it was never tested to the point where you could say 
that they would have been denied a charter. 

_Mr. Watxace. You can understand our concern, since the applica- 
tion for the Gateway Bank seemed to have been at least not immedi- 
ately granted, and that was opposed by Mr. Hintz, whereas the 
application for the Fox Lake State Bank, which was handled by Mr. 
Hodge’s personal attorney, Mr. J. Roy Browning, was granted. While 
an application wie not be turned down, there is such a thing as 
spinning it out so that the applicants get tired. 

Mr. Sorensen. Yes. 
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Mr. Watuace. Is that correct? 

Mr. Sorensen. May I explain that a little further? 

Mr. Wautace. Certainly. 

Mr. Sorensen. In the Gelsuy situation it was not by any means 
a clear-cut decision on the part of anybody. There were many ad- 
verse factors involved, and many of them, as.a result. of their investi- 
gation, were set up by the FDIC, and many of their major objections 
or criticisms of the original plan were never corrected. That is 
mainly why there was never a genuine test as to whether or not Mr, 
Hodge would have granted a charter. 

For example, they asked for more capitalization, substantially more, 
than the applicants proposed. They also asked quite clearly and posi- 
tively for a managing officer of broader experience. Those adjust- 
ments were never fully completed. There was much discussion but 
them, but we never reached the point where we knew they were going 
to meet the requirements of FDIC for a favorable recommendation. 
Therefore, we never had any genuine test of whether or not Mr. Hodge 
would have been willing to grant a permit to organize. 

Mr. Wattace. Mr. Sorensen, there is one question that I wanted to 
ask you which I didn’t raise a while ago when we were talking about 
your relationships with the Federal Deposit Insurance Corporation. 
Does your office make its examination reports and other bank reports 
available to the Federal Deposit Insurance Corporation ? 

Mr. Sorensen. We have offered them to them. 

Mr. Wa.ace. I see. 

Mr. Sorensen. They do not accept copies of our reports for the 
reason that their filing space is so limited in their Chicago office that 
they have no place to put them. Prior to my heading the department 
a request had been made for them, and it had been denied them. One 
of the first things I did when 1 got my feet on the ground was to let 
them know that we would be willing to supply our reports to them, 
and they asked for us, on account of their limited filing space, to give 
them copies only of our letters of comment and our correspondence, 
and that we do regularly. 

They do have their examiners examine a copy of our report of 
examination when they are in the field so that they do see them there. 
They call for them at the bank which receives a copy, and they do 
receive the reports. 

Mr. Rocers. That was in June of 1953 that you became the super- 
visor ¢ 

Mr. SorENSsEN. Yes, sir. 

Mr. Rocers. Shortly thereafter you offered—— 

Mr. Sorensen. Yes, sir; and the offer still stands, I might say. 

Mr. Wautace. You have offered, and even though they don’t bring 
in your reports there is a great deal of cooperation a working to- 
gether between your office and the Federal Deposit. Insurance Corpora- 
tion ; is there not ? 

Mr. Sorensen. Yes, sir. 

Mr. Wau.acg. I want to make that clear so that you can understand 
why we are so interested in your operations, because you are working 
hand in glove with the Federal Deposit Lasurance Corporation. 

Mr. Sorensen. Yes, sir. 

Senator Sparkman. Mr. Sorensen, were you at any time suspicious 
of Mr. Hodge’s operations? 
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Mr. Sorensen. You mean relative to cashing State warrants 
"aa SparKMAN. Yes; or any irregularities in his office. 

Mr. Sorensen. No, sir. 

Senator SPARKMAN. You knew that he had a steeply stepped-up ap- 
propriation ; did you not? 

Mr. SorENSEN. Yes, sir. 

Senator SparKMAN. Did your department benefit from that ? 

Mr. SorensEN. No, sir; not anything like the degree that we had 
hoped to. 

Nengtor SparKMAN. By what percentage were the appropriations 
increased, do you recall ? 

Mr. Sorensen. Something like 40 poses; I believe, but whether 
that applies to our own division or not, I am not sure. 

Senator SpaRKMAN. Were you after him for additional examiners? 

Mr. Sorensen. Yes, sir. 

Senator SparkMAN. Did you get them ? 

Mr. Sorensen. No, sir. There were a few additional examiners 
added in the Springfield division of our department. We did not get 
additional examiners in the Chicago area where the largest part of 
our work falls. 

Senator Sparkman. Who determines where State and county and 
municipal funds are to be deposited ? 

Mr. Sorensen. On State funds the State treasurer; for county 
funds, the county treasurer; for municipal funds, the village treas- 
urer, or the city treasurer, or whoever is directly charged with them. 

Senator SparkMAN. The head administrator of that particular 
unit? 

Mr. Sorensen. Yes, sir. 

Senator SparkMAN. When you examine a bank do you notice in 
your examination where public funds are concentrated ? 

Mr. Sorensen. Yes, sir; of necessity, because State funds must be 
secured by a pledge of assets and those we must verify, and we verify 
all public funds by tracer in any case. We view that as a service to 
the various agencies, to give them a verification of their balances, and 
so at every examination we send out tracers on every public fund ac- 
count we find in the bank. 

Senator Sparkman. Would you say that the fact that public funds 
are deposited there would indicate, at least on the surface, that those 
be able to persuade the depositing authorities to favor their 

anks ; 

Mr. Sorensen. Well, I certainly wouldn’t like to generalize on that. 
An extraordinary or abnormal amount of State funds might suggest 
that, but generally those accounts are pretty well distributed in rela- 
tively smal] quantities so that we feel that ere is a general distribu- 
tion of the funds. Frankly, we pay little or no attention to that. 

Senator Sparkman. Do you think that personal or political motives 
would govern these deposits? 

Mr. Sorensen. Well— 

Senator Sparkman. That is, the placement of them ? 

_ Mr. Sorwnsen. I have read news accounts of the grand jury hear- 
ings in the last couple’of*months, and I heard Mr. Betitél’s testimony 
in this room this morning, so I can’t say that I am not aware. It 
seems to have had a connection. 
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Senator Sparkman. Do you think a better could be devised } 

Mr. Sorensen. Well, I hope a better one will be devised. 

Senator SparKMAN. Particularly where the Federal Government 
underwrites insurance of deposits? In other words, there is a public 
interest all over the country that banking be conducted in a sound 
manner; is that not true? 

Mr. Sorensen. Of course. ; en 

Senator Sparkman. The public does have an interest in it? 

Mr. Sorensen. Yes. 

Senator Sparkman. The public generally. 

Mr. Sorensen. Yes, sir. : 

Senator Sparkman. In examining a bank, do you think the ex- 
aminers realize when they see a cca of large public funds that the 
bank should be treated gently in the report because it has important. 
connections ? 

Mr. Sorensen. No, sir; I doubt if that has ever occurred. For one 
thing, there has never in all my time been any apparent close rela- 
tionship between the State treasurer and the State auditor at the time. 
There would be no reason for examiners to give any thought to that, 
that I can think of. 

Senator Sparkman. Mr. Wallace. 

Mr. Wauuace. Mr. Sorensen, how big an operation do you have in 
your office ; how many employees do you have? 

Mr. Sorensen. Approximately 150 field examiners and I suppose 
50 or more office employees, meaning secretaries, clerks, typists, file 
clerks, and whatnot. 

Mr. Wauiace. About 200? 

Mr. Sorensen. [should think so. 

Mr. Watuace. Do you consistently have that many? How many 
did you have, for example, 3 yearsago? 

Mr. Sorensen. I think approximately the same number 3 years ago. 

Mr. Wattace. Working at rectly. with you? 

Mr. Sorensen. Yes. Yes, sir. 

a Watiace. You are not talking about the total in the auditor’s 
office 

Mr. Sorensen. Yes, sir. 

Mr. Watxace. Just in your bailiwick? 

Mr. Sorensen. Yes, sir. 

Senator SparKMAN. Mr. Rogers. 

Mr. Rocrers. Mr. Sorensen, looking back a few years, with the ad- 
vantage of hindsight, do you believe you were justified in recommend- 
ing the closing of the three banks? 

Ir. SorENSEN. Yes, sir. 

Mr. Rogers. Since it was your recommendation you know of no 
uleren | motine other than a matter of banking principles that was 
InVOLYV $ 

Mr. Sorensen. I feel sure there was nothing else involved. 

Mr. Rocers. Thank you very much. 

Senator Sparkman. If there are no other questions at this time, 
Mr. Sorensen, I think the committee should recess until 3 o’elock, and 
if you will be back at that time we will finish with you, and then fol- 
lowing Mr. Sorensen’s completion of his testimony Mr. Drexler will 
be a witness this afternoon. 

Thank you very much. 
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The committee stands in recess till 3 o’clock this afternoon, 
(Whereupon, at 1:35 p. m. a recess was taken until 3 p. m. of the 
same day.) 
AFTERNOON SESSION 


Senator SparkMAN. I would like the committee to come to order, 
ylease. 
Mr. Wallace has some more questions to direct to you, Mr. 
Sorensen. 

Mr. Watxace. Mr. Sorensen, are you familiar with the details of 
Hodge’s closing of the Elmwood Bank and the other two banks and 
the subsequent TREIne of those banks? 

Mr. SORENSEN. sir. 

Mr. Wauiace. You were involved in that operation ? 

Mr. SorENsEN. Yes, sir. 

Mr. Watuace. Take the Elmwood Park Bank. When did Hodge’s 
examiners first note questionable practices or poor management ! 

Mr. Sorensen. There were many points of serious criticism in the 
examinations of the 2 or 3 years preceding the incident of the closing. 
Mr. Beutel, himself, in his testimony this morning several times 
alluded to one of the serious points of controversy between he and 
our department. He admitted that he was running 3 and at one time 
4 banks as an interlocking operation. 

Mr. Wauutace. Was it your concern that he did not have adequate 
financial resources to carry that type of a load? Was that one of your 
concerns ¢ 

Mr. Sorensen. Yes, sir; we were concerned about that, among 
other things. 

Mr. Wattace. Did you make any inquiries with respect to his 
financial resources ¢ 

Mr. Sorensen. Many times I tried to find out about his financial 
background and never made much progress. 

Mr. Wattace. Did the fact that he had a brother in the bankin 
business help establish him in the banking business despite his ar 
of financial resources? 

Mr. Sorensen. I am sure it had a great deal of bearing on the 
earlier stages of his expansion program. It was the disposition of 
all of us, I think, to assume that he was in every way akin to his 
brother and perhaps working with his support, but the operation 
reached a stage where we felt sure that that was no longer true. 

Mr. Wauxace. Did the inquiries you made show that Henry Beutel 
had borrowed money from the City National Bank? 

Mr. SorENSEN. oo sir. I was aware of a heavy loan. 

Mr. Watxace. Do you consider this sound banking practice? 

Mr, Sorensen. Well, depending on many circumstances. I do 
bola that the loan from City National was handled on a sound 

asis, 


Mr. Watxace. Then what happened after that? He assumed con- 
trol of another bank, did he not? 

Mr, Sorensen. Y6s, sir. 

Mr. Watxace. Which one was that? 

Mr. Sorensen. The Devon-Northtown Bank. 

Mr. Wautiace. Wasn’t the West Irving—— 
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Mr. Sorensen. Yes, first the West Irving and then the Devon- 
Northtown, and I might say that at the time the West Irving 
Bank was organized our department had had definite assurance, 
and I am sure FDIC also had definite assurance, that he would 
acquire no substantial interest in that bank, that he would have only 
a nominal interest and serve them only in a consulting and advisory 
capacity in getting the bank organized and operating. 

Mr. Wattace. Was this the West Irving Bank? 

Mr. Sorensen. Yes, sir. 

Mr. Watxace. Did the FDIC object to his taking over that bank? 

Mr. Sorensen. I am sure they would have objected for the reason 
they felt as we did, that he was already extended a long ways for 
the financial background that we were able to establish. If we had 
had any thought that he was going to acquire control of that bank 
the attitude toward the organization would have been quite different. 

Mr. Wauxiace. Then in 1952 he acquired another bank; did he not? 

Mr. Sorenson. The Devon-Northtown. 

Mr. Watuace. The Devon-Northtown, and again you wondered 
where the money came from? 

Mr. Sorensen. Yes, sit. 

Mr. Wattace. Did you ever find out? 

Mr. Sorensen. I found out a lot about it after the banks were 
closed. I never did have a complete picture of it, however. 

Mr. Watiace. Wait a minute. Which bank was it that the Schorsch 
brothers were—— 

Mr. Sorensen. They were in the West Irving situation with a very 
substantial block of stock. 

Mr. Wa.tace. There were substantial financial resources repre- 
sented by that group ; were there not? 

Mr. Sorensen. Yes, sir. 

Mr. Watxace. What precipitated Hodge’s ultimate closing of the 
Elmwood Bank? 

Mr. Sorensen. The acquisition of control of the banks by the Bank- 
ers Discount Corp., of Dallas, Tex. 

Mr. Watace. How did you learn about that? 

Mr. Sorensen. And the immediate pouring of their paper into the 
banks. 

Mr. Watxace. How did you learn about this acquisition of control! 

Mr. Sorensen. I learned about it as a news item quoted in the 
American Banker with a dateline from Memphis, Tenn. 

Mr. Watuace. Is it somewhat unusual for the FDIC not to know 
about it and for you to learn about it in a newspaper, about the change 
of control? Wouldn’t the normal procedure be to report this to the 
authorities that a change of control—— 

Mr. Sorensen. Our statute requires that stock transfers be re- 
corded within 10 days and banks are expected to give us a copy of 
the transfer record that they make, and generally do, but that deal 
was handled on the basis where the purchase was made and some of 
the stock transfers actually never were made. It was pure accident 
and a habit of mine to read the American Banker that gave'nie the 
news a little sooner than I otherwise would have goften it. _ 

I surely would have learned within the next 2 or 3 weeks, one way 
or another. That gave me a little earlier insight into it than I other- 
wise would have had. 
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Mr. Wauuace. As I understand it, you were the one who informed 
the FDIC that this had oceurred ? 

Mr. SorensEN. Yes, sir. 

Mr. Wauiace. When did Hodge’s examination into this situation 
start, of those banks? es ake 

Mr. Sorensen. My recollection is we started an examination on 
March 2. It would have been started sooner but it took us quite a while 
after I learned of the purchase to get appropriate erews assembled 
from other jobs. 

Mr. Watxace. How long did these examinations continue? 

Mr. Sorensen. I should say that examination continued at least 2 
weeks, perhaps a little longer. It was a tedious and rather detailed 
examination because we were alarmed about the development. 

Mr. Watuiace. We know, I think, but can you tell us very briefly 
what you found in these examinations? 

Mr. Sorensen. We found that at each of the three Beutel banks, the 
Devon Northtown, the West AVS Bank, and the Elmwood Park 
Bank, that Bankers’ Discount AM ad first made an unsecured direct 
loan equal to the bank’s loaning limit, and that then, shortly after- 
ward, they started under their strange document called a sales agree- 
ment, putting the discount paper into the banks. 

Mr. Watxacz. There is an agreement which created a pipeline by 
which the Bankers Discount paper was flowing into the banks? 

Mr. Sorensen. Yes, sir. 

Mr. Wauuace. Did you issue warnings to the group that controlled 
the bank? 

Mr. Sorensen, Yes, sir. ‘The examiners were reporting to me by 
telephone while their examination was proceeding so that I issued 
warnings to the management of each of these banks long before the 
examiners came back to the office to turn in their report, that we re- 
garded this paper as illegal on the basis that it was being received, 
and otherwise completely unsatisfactory, and that we would have to 
take action if they did not stop it. 

Mr. Watiace. What was the FDIC doing all this time? 

Mr. Sorensen. Well, I think they were undoubtedly busy pursuing 
a regular examining schedule. 

Mr. Wauxace. But you had informed them—— 

Mr. Sorensen. I did keep in touch with them; I gave them every bit 
of cere information that I developed as our examinations pro- 
ceeded. 

Mr. Watuace. Did the FDIC know that Hodge was going to close 
the banks before he took that step? 

Mr. Sorensen, They had no way of knowing that he would. They 
certainly were well aware that we were ceeriiieeteee it seriously. We 
discussed it with but the decision was made—— 

Mr. Wauace. No; I am sorry; did the FDIC know that Hodge was 
going to close the banks before he did ? 

Mr. Sorensen. They had no way of knowing because the decision 
was made actually around midnight in our office on the Friday before 
the Saturday meraing shat we actually closed the banks. There were 
no FDIC men there. They had no way of knowing. 

Mr, Watiace. So you called Gover and told him, I understood, 
but. this was after the decision was made and when it was too late 
for the FDIC to do anything about it if they wanted to. 
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Mr. Sorensen. Well, I don’t know what they could have done. 
really. They had no power to themselves close the bank. They 
already had a citation against the bank of Elmwood Park and were 
relying on our report to them of the findings of our examination. 

I might say I also reported to the Federal Reserve Bank regularly 
what we were discovering, because the Devon-Northtown Bank was 
a member of the Federal Reserve System and not under the direct 
supervision of the FDIC. 

Mr. Rogers. Mr. Sorensen, do you recall on March 30, talking to 
Mr. Gover and telling him that you were considering closing the banks 
on April 2 and if the FDIC records so indicated ? 

Mr. Sorensen. I couldn’t possibly have said anything like that 
to him on April 2, you say? 

Mr. Rogers. On March 30. . 

Mr. Sorensen. On March 30, there was no way for me to say that. 
We were in the turmoil of first trying to get this thing stopped and 
at the time we hadn’t given up hope that we would get it stopped and 
we were receiving assurances from Henry Beutel and the tors 
and others that they would be able to dispose of this paper. 

Mr. Rogers. It is not an important point, but the records so indicate 
in Washington. 

Mr. Sorensen. I surely said to Gover many times during the 
various stages of this thing that, “We are going to have to close these 
banks if we don’t get the problem solved one way or another.” 

Mr. Rogers. He may have interpreted what you said in that respect ! 

Mr. Sorensen. Of course, that could easily be, and the fact is I 
said the same thing to the directors, and Henry Beutel. I gave them 
plenty of warning that if they did not stop this bringing in of more 
discount paper and al] that, we would have to close the banks. 

Mr. Rogers. All the paper in the Elmwood Bank did come in after 
you said that, after your warning? 

Mr. Sorensen. I can give you a dating, I glanced over some of the 
reports before I came over here and I can give you a dating on when 
I gave a firm enough warning to the directors of all of the three 
banks, so that at least one of them honored it and took no more paper. 
The last new discount paper entered in the Devon-Northtown Bank 
was on March 19, although our examination had started on March 
2. But then, a day or 2 or 3 later than that, the paper started pouring 
in to the Elmwood Park Bank. 

Mr. Rocers. On March 23? 

Mr. Sorensen. What that means is that the directors at the Devon 
Bank were enough in control of the situation so that they honored 
the warning we gave them and took no more of the paper. At Elm- 
wood Park the situation, for some reason, was somewhat different. 
For one thing he had already, according to the record, induced the 
board there to pass a resolution approving up to a half million of this 


aper. 

. At the West Irving Bank the board never did approve the taking 
of any discount paper, and yet on March 10, after we finally got 
the board at Elmwood Park convinced that they couldn’t go any 
farther, there was a million dollars of paper that arrived out at West 
Irving on Friday, April 10, when the board had never roved 
the purchase of any of that paper. There was in the a pur- 
ported resolution of a discount committee, but we quickly learned 
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from the people who were on that discount committee that no meeting 
was held. 

Mr. Rogers. That shipment of paper is what precipitated your 
action in closing all three banks ? 

Mr. Sorensen. Yes; and I would like to say this, too, that that 
wasn't the end of it. We took charge of the West Irving Bank on 
March 10, along with the others—— 

Mr. Rocers. April 10% 

Mr. Sorensen. April 10. Several other batches of paper arrived 
while our examiners were in charge of the bank. We know positively 
that we were intended to receive the whole load. We don’t know 
how much was in the packages because we did not receive them. The 
batch of paper that arrived at West Irving on April 9 was bound up 
and shipped back. The credit that. was im process was canceled, and all 
that, but several other batches of paper were shipped in the mean- 
time to be lodged. in one or another of these banks. 

We never opened the packages. The examiners just refused to 
accept them and they went back. 

So we have every reason to believe that we would have had several 
million dollars more of it. How many, I can’t say, if we hadn’t 
taken charge of the banks. 

Senator Sparkman. Mr. Sorensen, let me ask you this question: 
It seems that the change of ownership of this bank came about with- 
out the FDIC knowing anything about it, and apparently without 
any requirement that the FDIC be informed. Certainly, in issuing 
insurance originally for a State bank, the FDIC has the right and 
obligation to check into the ownership, management, and affairs of the 
bank that is applying for insurance before deciding whether or not 
they will give insurance. 

I suppose everyone would say that that is perfectly legitimate and 
that it ought to be done. If that is true, why shouldn’t that be a 
requirement? Shouldn’t there be a requirement that before a bank 
is Insured, changes of ownership notice must be given to the FDIC 
in order that it may determine whether or not it wants to continue 
theansurance under the new ownership ¢ 

Mr. Sorensen. I think that saat be an excellent requirement. I 
would be strongly in favor of that provision. It does not exist now. 

Senator SparKMAN,. No; it doesn’t. 

Mr. Sorensen. As far as I know, they have no power to require a 
repens of a change of ownership, but I do think it would be a good 
thing. 

Mr. Wactace. After Hodge’s action in closing the bank, how long 
did these banks stay closed ? 

Mr, Sorensen. Nearly 7 weeks. It seems to me it was May 27 we 
finally got them opened. up. 

Mr. Wauxace. May 27... Did they all open on the 27th? 

Mr. Sorensen. No; West Irving we got open within approximately 
a week after it was closed. The problem -was much simpler there. 
We got the credit canceled, and the credit shipped back, and then 
when we got the stock ownership straightened out and management 
corrected satisfactorily we allowed the bank to open. 

The Devon-Northtown and the new bank of Sonuied Park opened 
on the same day, which I recall is May 27, 1953. 

83551—56—pt. 2—16 
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Mr. Wattace. As I understand it, your chief problem in reopening 
was this discount paper, in your judgment ? 

Mr. Sorensen. Yes, sir. 

Mr. Watuiace. And how much did the Elmwood Park Bank have? 

Mr. Sorensen. They had approximately two and a quarter million 
of the paper at the peak plus a limit loan’ which might have been 
$60,000 or $70,000, I don’t recall exactly. : 

Mr. Wattace. How did you suggest that the problem be resolved ? 

Mr. Sorensen. Our first suggestion was that they sell their paper 
to someone else to get our banks reduced down to something Fike a 
reasonable risk, and we gave them, of course, plenty of opportunity 
to do that, and we did our best to help them do it. During that 
period I spent 8 days in Dallas negotiating with some small loan 
company people trying to find a way to get that paper removed from 
the bank. Among other things, I tried to get the Dallas bankers and 
others in that area who were familiar with it to relieve us of the 
paper by setting up their collateral trust arrangements again so they 
could take it back where it came from. On the whole, the Dallas 
bankers that I talked to were extremely polite to me, but I might 
say they were not too delicate in telling me what they thought of that 
idea. They didn’t want anything more to do with the thing. 

There was mention this morning about having sold a million dol- 
lars of this paper to Bank of America. I would like to report what 
actually happened. I was told by Henry Beutel that he had dis- 
posed of a million dollars of this paper to Bank of America, and I 
asked him to give me the name of the officer of Bank of America 
with whom he negotiated the deal or from whoni he got the com- 
mitment. I told him if he would give me the name of the man who 
made the commitment I would call him on the telephone and ask him 
to confirm to me by telegram that he was going to buy a million 
dollars of that paper, and I said, “If you can make that kind of 
a sale or any substantial sale of any part of this paper, we will regard 
that as evidence of salability and go along and give you more time 
to dispose of more of it.” The fact is it would have been very reas- 
suring to us if we could have established that Bank of America was 
willing to buy a millon dollars of the ome 

They were familiar with it; they had carried it in the form of ¢ol- 
lateral trust notes for several years before. But I was not given an 
opportunity to verify that sale and, therefore, I assumed that it did not 
exist. 

Mr. Wattace. Did you, during this period after the banks had 
closed, go to Washington to discuss this with the FDIC officials? 

Mr. Sorensen. Yes, sir. 

Mr. Wattace. Who did you see in Washington? 

Mr. Sorenson. Well, I think I saw the whole Washington staff of 
FDIC. There were 3 of us and 12 or 14 or 15 of them, as I recall. 

Mr. Wattace. You were outnumbered ? 

Mr. Sorensen. Yes, sir. 

Mr. Wautace. Did Mr. Hedge accompany you? 

Mr. Sorensen. Yes, sir. 

Mr. Wattace. Was Hodge ultimately successful in persuading the 
FDIC to his point of view in this matter, or should I say, were you 
and the State auditor’s office successful when you were in Wash- 
ington discussing this with the FDIC? As a matter of fact, I would 
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like to get something cleared up right now. You favored an assump- 
tion transaction; did you not? 

Mr. Sorensen. Yes; if we could find a way to get it accomplished. 

Mr. Watxace. And did you favor $600,000 of capital rather than a 
million dollars or $850,000 capital for a new group! 

Mr. Sorensen. Well, I would like to explain a little of my own 
reactions to that. 

Mr. Wau.ace. Before we get. to that, I want to ask you one other 
question. Did you favora State bank instead of a national bank ? 

Mr. Sorensen. Of course. That is the most natural thing in the 
world. 

Mr. Watxace. Mr. Hodge denied yesterday that he did favor a State 
bank, that is the reason I wanted to ask you that question. 

Mr. Sorensen. Well, I might say this: That when we found we 
could not raise more than $600,000 capital for a State bank and we 
were still under the assurance of FDIC that they would not make a 
payout except through a bank capitalized at a million dollars, I did 
earnestly invite Mr. Gover to go ahead and encourage the national 
department to come up with a bank having a million dollars capital. 

We were told from time to time that there was somebody wanting 
to put up a million dollars if they could get a national charter, and 
we of course never discussed it with the national department, we 
had no opportunity, but I did assure Mr. Gover that we saw no hope 
of raising a million dollars for a State charter, we must get this 
problem solved, “Go ahead and encourage the national bank.’ 

Now, that I did myself and I am sure that was Mr. Hodge’s attitude. 
We were awful anxious—— 

Mr. Wauxace. In other words, you preferred a State bank but you 
would have accepted a national bank ? 

Mr. Sorensen. Of course; yes. 

Mr. Watxace. Go ahead, now, on this capitalization. You were 
going to discuss that. That is tied into this State versus national 
bank? 

Mr. Sorensen. Yes. 

Mr. Watxace. I was just going to say, the thing which impressed 
us in our testimony from the Dic in Washington was that it seemed 
that on every major point of controversy Hodge won with the FDIC. 
Namely, the State versus national bank*and’ the $600,000<versus $1 
million’ in capitalization, and the assumption transaction versus a 
ae 

Do you have any comments on that, or was it just yours and Mr. 
Hodge’s powers of persuasion ? 

Mr. Sorensen. I never had a feeling that either of us wanted a 
battle. We did have some differences of opinion based mainly. on 
misunderstanding, and when we got the misunderstandings cleared 
up—I think we were as faulty as they, we were trying to interpret 
their law for them and they were trying to interpret our law for us 
and we were both wrong—and when we got all that straightened out 
we did work together to try to solve the problem. 

The FDIC clearly wanted $1. million of capital, and there was a 
lot of justification for their demand, but I don’t believe they gave 
ground on it under Hodge’s persuasion. They became aware of the 
general importance of getting the problem solved. In other words, 
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it was disturbing the public mind relative to all banks in Chicago as 
this thing dragged on. It was quite necessary to get the problem 
solved, and we were at the point—there had been some talk where we 
were using a threat of receivership in order to get these people to 
cooperate with us. It was my strong recommendation that we let the 
banks go-into receivership 2 or 3 weeks before we finally reached a 
solution by organizing a new bank. I wouldn’t have had the courage 
to go 7 weeks, I was too much aware of what it was doing to too many 
people to keep their money tied up, and I had gotten discouraged with 
the situation 1n many respects, : 

If my judgment had prevailed, those banks unquestionably would 
have been placed in receivership, and my recommendation was that 
FDIC be made the receiver. 

Mr. Watuiace. Am I to understand that the FDIC insisted on an 
assumption transaction ? 

Mr. Sorensen. If we wanted a hundred percent payout. 

Mr. Waxxace. Oh, well, that is the only way you could get a hundred 
percent payout? . : 

Mr. Sorensen. And that was our misunderstanding about their 
statute. We thought that they could do that for various reasons un- 
der their statute on their own judgment, and my conception of it was 
that if they handled the receivership they ought to be able to save 
enough in costs to warrant handling a full payout under receivership. 

They assured us they were not under their statute permitted to do 
it, and we debated it a while, and I was convinced finally that they 
knew more about their act. than I did. 

Mr. Rocrrs. What you wanted was a receivership but a hundred 
percent payoff ¢ 

Mr. Sorensen. Exactly. 

Mr. Rocers. And what they were saying is that you had twu 
choices, either a receivership or a hundred percent payoff, but you 
couldn’t have a combination of both of them. 

Mr. Sorensen. That is right, and our misunderstanding was mainly 
that we couldn’t see why if they could make a hundred percent. pay- 
out through another bank, they can’t do it under receivership if they 
can establish that they will themselves take no loss or incur no addi- 
tional loss on account of it. 

Mr. Rogers. You went down to Washington on, I think, May 4 
and discussed this with their staff? 

Mr. Sorensen. I don’t recall the date, but we went there only once 
and so—— 

Mr. Rocers. You made only one trip to Washington ? 

Mr. Sorensen. On this. matter. 

Mr. Rocers. On this matter? 

Mr. Sorensen. Yes, sir. 

Mr. Rogers. But you made other trips? 

Mr. Sorensen. Yes, sir. 

Mr. Rocers. But on this occasion you did go down and they dis- 
cussed it ; they told you what their position eat 

Mr. Sorensen. Yes. 

Mr. Rocers. And that resolved it at that point? 

Mr. Sorensen. Yes, sir. 

Mr. Roorrs. You accepted their explanation of their law? 
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Mr. Sorensen. Yes, sir, and also—I have forgotten now what it 
was—they had some misconceptions of what we could do with two 
or three sections of our act. 

Senator Sparkman. Did you talk to anybody else besides the FDIC 
while you were in Washington ? 

Mr. Sorensen. I do not believe I talked to another soul except 
perhaps the hotel bellboy. . 

Senator SparKMAN. I mean regarding this. 

Mr. Sorenson. Mr. Hodge made 2 or 3 calls on which I did not 
accompany him. 

Senator Sparkman. Did Mr. Hodge see anybody else? 

Mr. Sorensen. Yes. He went to call on someone in the Capitol 
Building or somewhere. There was a mornin - I think we got 
in there the night before and our meeting at FDIC was scheduled for 
perhaps 10 o’clock. He did with Roy Browning make some calls on 
someone but I did not rast im. 

Senator SparkMAN. You don’t know who it was? 

Mr. Sorensen. No, sir. 

Senator Sparkman. Or what he may have discussed with them? 
Mr. Sorensen. I have a vague recollection of some of the thin 
that were on his mind, and they were personal matters, That 1s, 

errands that he wanted to do, 

Senator Sparkman. Not this bank matter? 

Mr. SorenseEN. I do not believe he discussed the bank with anyone 
else. Let me make one correction. We did early in the morning, 
before we went to FDIC, call on the staff of the Federal Reserve Board. 
We talked to 2 or 3 people in there because they were concerned about 
the Devon Northtown Bank. 

Senator Sparkman. The only call that you know of that Mr. Hodge 
made was to someone up at the Capitol ? 

Mr. Sorensen. Yes, and I rather think he just saw someone in the 
Attorney General’s Office. That’s the only thing I recall hearing 
about. 

Senator Sparkman. You don’t know that that had anything to do 
with the banking matter ? 

Mr. Sorensen. I do not. It couldn’t reasonably have had anythin 
to do with the banking matter because they have no jurisdiction and, 
as far as I know, no interest. 

Senator Sparkman. All right. 

Mr. Watxace. Mr. Sorensen, hindsight is a bad thing to worry 
about, but I’d like to ask you a question. If the FDIC had told you 
their law permitted them to use assumption transactions only in very 
extraordinary circumstances and they were sorry that this would have 
to be a receivership, what would have ha pened 

Mr. Sorensen. Well, I honestly don’t iow You'd have had to be 
confronted with that at the time in order to know what you’d do about 
it, and it didn’t happen. 

Mr. WALLACE. If you had no chance of getting a full hundred per- 
cent payout under an assumption transaction, there would have been 
no reason for dragging this out into 7 weeks; would there? 

Mr. Sorensen. That’s right. 

Mr. Watxace. If they had told you that, couldn’t you have pro- 
ceeded with the receivership and the depositors could have been paid 
off immediately ? 
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Mr. Sorensen, Yes, if we had—— 

Mr. Wauxace, Up to $10,000? 

Mr. Sorensen. The fact is their man—and which one I don’t 
know—had announced to the board of directors out at Elmwood 
Park, I know—and I think at the other banks—that if they would 
organize new banks with a million dollars capital they would make 
a hundred percent payout. In other words, they announced the com- 
mitment which left us in an awkward spot trying to settle for any- 
thing less than that. 

Mr. Wautace. After you got the provisions worked uot, what hap- 
pened then? Was a group formed to organize a new bank? 

Mr. Sorensen. Yes. 

Mr. Wau.ace. Who formed that new group? Is this Governor 
Green’s group ? 

Mr. Sorensen. Yes, sir. 

Mr. Wautace. When was that group formed? 

Mr. Sorensen. Well, I really don’t know, because they—in the 
early stages they got the form for making application, and soon 
afterward filed it with us. It provided for a proposed capitalization 
of only $600,000 because we were negotiating on various other deals. 
Among other things, we concentrated for at least 2 weeks trying to 
sell this paper, trying to find a buyer for it so that we could reopen the 
banks that we had. No one took seriously the need for a new bank 
in the early stages of this situation. 

As time dragged on it became more and more apparent we were not 
going to be able to sell the paper. Then we had to think in terms of 
either putting the banks in receivership or forming new banks through 
which a payout would be made. We were very much interested in 
the hundred percent payout, naturally, and I think FDIC was, too, 
because at the time I believe they had a record of 11 years of having 
had no insured bank go into receivership, and it was an issue with us 
because we were interested in the 4 million of uninsured accounts 
in the 2 banks. It was an issue with them because they were anxious 
to maintain that record. 

And personally I think that’s commendable. No one that’s ever 
seen a bank receivership really is in favor of it if you can find any 
other way that’s any better. 

Mr. Reerrs. Could we establish the time sequence on that? You 
said earlier you had been down in Texas? 

Mr. Sorensen. Yes. 

Mr. Rocers. At that period you were still hoping to—— 

Mr. Sorensen. We were trying to sell the paper, 

Mr. Rogers. And restore the old bank in the banking business? 

Mr. Sorensen. Yes. 
Mr. Root You were down there April 23, weren’t you—-around 
that peri 

Mr. Sorensen. I don’t remember the dates, but that sounds about 


right. 

‘Mr, Roesrs. That was the day—to refresh your recollection—when 
the Pacific & State Finance Co, made their bid on the paper. 

Mr. Sorensen. Yes. They had esentatives there during the 
whole 8 days that I was there and several other finance companies 
did—or loan companies. 
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Mr. Rogrrs. Was it early in the first. week in May when you finally 
decided that you could not reorganize the old bank ? 

Mr. Sorensen. Yes. A puncuaaately the time we went to Wash- 
ington we had given up the thought that we were going to be able 
to 

Mr. Rocers. That was on May 4? 

Mr. SorpNSEN. Well, we had—we had reached the point of complete 
discouragement on selling paper. In the meantime Bankers Discount, 
for one thing, had gone into receivership. 

Mr. Roerrs. On April 30, yes, went into receivership. 

Mr. Sorensen. Yes. We had given up hope that we were going to 
be able to sell that paper. 

Mr. Rogers. In other words 

Mr. Sorensen. So then we had to face the question of whether or 
not we could organize banks that would be acceptable to FDIC. And 
the best bid we had was $600,000 at Elmwood Park and $500,000 at 
Devon. 

Mr. Roerrs. In other words, for the first 3 weeks after April 11 
you were trying to reorganize the old bank ? 

Mr. SoreNsEN. Yes. 

Mr. Rocers. And it was not until the first week in May that you 
started the idea that you had to have a new bank ? 

Mr. SorensEN. Yes, sir. 

Mr. Rocrrs. Thank you. 

Mr. Wautxace. Did the former owners of the Elmwood Bank readily 
agree to this arrangement that you had set up for the new group? 

Mr. Sorensen. I wouldn’t say they readily agreed to it. They 
were fully as disturbed as we were in every respect about the whole 
situation, and it meant a considerable loss.. I wouldn’t say they read- 
ily consented te it. 

Mr. Wauiace. Can you tell me—— 

Mr. Sorensen. We had a lot of negotiations about it. 

Mr. Wautace. Can you tell us the principal reason they were hold- 
ing out for before they would agree to it ? 

Mr. Sorensen. The chief bone of contention was the price at which 
the quarters of the old bank should go to the new bank. 

Mr. Waxxace. Were there any promises made to them in order to 
obtam their agreement to with this? I’m referring to a 
promise by anyone, the FDIC or from anyone from your office, they 
would get at least $250,000 for these fixed assets ? 

Mr. Sorensen. They discussed the $250,000 figure vigorously and 
held out for it vigorously. On the other side, one of the principal 
subscribers to stock in the new bank thought that property ought to 
go at liquidation value, something like a very low e. There was 
a wide gap. I think the most he was willing to talk about was $50,000, 
and the steckholders of the closed bank were insisting upon $250,000. 
So there was a lot of debate. I was at a t deal of it. I’m 
sure I didn’t hear all of it. I felt they were both being quite unreal- 
istic myself. 

And I am sure that in open meeting where all or most of the directors 
were, present. they were told by +. "Defit.that he could not give them 


any commitment on what goin they’d get for their quarters. He 


explained what their p ure would have to be: Where there is a 
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controversial asset of that type of uncertain value, that they would 
rely on appraisals. 

Mr. Wattace. Going back just a minute, Mr. Sorensen, were there 
any other persons competing with Governor Green for the right to 
form a new bank? 

Mr. Sorensen. There were a great many inquiries, and [ think a 

at many of them were channeled to me eventually. I’m not sure 
F pot to talk to all the people who came in to talk about organizing a 
bank in Elmwood Park. I did have an opportunity to tell a great 
many people who acted serious about wanting to organize a bank there 
that the best bid we had was $600,000, “the FDIC wants a million; 
if you can’t go a million, any substantial overbid on $600,000 ought to 
get you priority.” 

I said, “Governor Green and the group he represents have a time 
priority because they have an application on file. Unless somebody 
comes up with a larger proposed + 5 Bono. by the long-established 
procedure of this office they would have a priority.” But I said, “Any 
substantial increase in your pwncene capitalization would give you a 
priority unless they were willing to meet or outbid your proposal.” 

We never had another application filed. There was a lot of con- 
versation. Many people were offered the forms and told how to go 
about it. There was not a single other application pending with us 
at the time we finally granted that permit. 

Mr. Wattace. I don’t quite know how to phrase this question. 
Could it be said that Governor Green’s group had an inside track on 
this situation? That is, to your knowl were other groups ever 
even indirectly discouraged Sevmieee they knew Governer Green was 
in and they felt because of his being a former governor, and so forth, 
they would not be able to compete with him ? 

Mr. Sorensen. I doubt it very much. I naturally can’t assure you. 

Mr. Wattace. Not to your knowledge? 

Mr. Sorensen. I say I doubt very much that that had any bearing. 
I do think that the million-dollar figure discouraged.a lot of sample 
who might have taken the project more seriously. They felt that a 
million dollars was unrealistic and if that’s what you have to raise it 
isn’t worth it and walked away from it. 

If there could have been more flexibility in the figure that we were 
talking about, there might have been serious contenders, and we might 
have possibly wound up with a larger capitalization. 

Mr. Wattace. Well, so far—— 

Mr. Sorensen. But there was a lot of serious talk about whether 
it was worthwhile to try to raise a million dollars capital for a bank in 
Elmwood Park. 

Mr. Wattace. Wouldn’t that just naturally tend to discourage a lot 
of na if they felt they had to raise a million dollars? They would 
go home? 


Mr. Sorensen. Well, I’m sure that happened. " 

Mr. Wautace. Whereas Governor Green did not go home, and’ all 
he had to raise was $600,000. ae 

Mr. Sorensen. All right. He went home but he stayed away for 
3 weeks at least. I mean that was the only thing we had there when 
we finally started changing our sights a little bit and found we 
were not going to sell paper, we were not going to find any other 
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solution, we were not gomg to be able to persuade FDIC to make a 
hundred percent payout in receivership. 

Mr. Wauxace. Can you tell us what caused the FDIC to agree to 
the $600,000 figure ¢ 

Mr. Sorensen. No; of course I can’t tell you, but I-—— 

Mr. Watxace. You don’t know? 

Mr. Sorensen. But I can tell yn many of the things that were 
seriously discussed and many of the points that were argued against 
a million dollars capitalization I thought had considerable merit. 
Some of them were substantiated by subsequent developments. 

The FDIC were thinking in terms of proper capitalization for a 
bank of $17 million, which is what we cl . Most of the bankers 
that looked that situation over thought that you would be lucky to 
retain $10 million of those deposits after the bank opened up, that 
enough people from fright would do something else with their money 
or move elsewhere. There were other factors in the picture. 

While this whole thing was going on, we granted a permit to 
organize a bank in. Franklin Park nearby. We had rather recently 
granted a charter for a bank in fairly nearby Westchester. We had 
inquiries for other bank charters in other near-enough-by locations 
to make bankers seriously question whether this territory is going 
to be as good as it now is. ; 

We have since granted a bank charter for Jefferson Park, which 
ig not very far from Elmwook Park. Some of their business un- 
dcubtedly was at the time derived from that area. 

So there was serious reason for questioning whether or not Elm- 
wood Park.would ultimately justify a million dollars capitalization 
and go on growing as it had in the past. 

Another factor.was that many people that talked to us about start- 
ing an application wanted our assurance that there would never be 
another bank in Elmwood Park. They might have been willing to 
raise the million dollars if we could guarantee to them that they’d 
be the only bank in the town. We were not able to give them any 
such guaranty. Mr. Hodge was in a position to tell them that he 
would not issue another charter while he remained State auditor, but 
he was not able to asure them that the national department wouldn’t 
grant an application for a bank in the town. 

A lot of serious questions about whether or not a million dollars was 
a realistic figure. 

. “7 Wattace. What happened to the fixed physical assets of the 
an 

Mr. Sorensen. Well, while this dispute was going on about at what 
price the property should be transferred, I to at a late stage-—— 

Mr. Watxace. Did you have any dealing with that, or was that a 
matter purely between the FDIC and the old stockholders? 

Mr. Senne, It was purely between them once the transfer—I 
mean once the new bank was chartered. 

Mr. Watxace. Yes; I shouldn’t be asking—— 
sane Sorensen. It had to take place entirely between them and the 

Mr. Watuace. I'll save that then. During this 10-week period that 
the banks were closed, were any of the depositors ever able to receive 
any of their money ? 

Mr. Sorensen. No, sir. 
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Mr. Wauiace. Would it have been simpler for the depositors and 
cheaper for the FDIC simply to have a receivership in which the 
FDIC paid up their liability up to $10,000 per account? 

Mr. Sorensen. Well, I’m not at all sure it would have been cheaper. 
In the course of this prolonged negotiation we learned enough about 
the Bankers Discount paper to, I think, get a much better realization 
out of it than would have been had if those banks had been put directly 
under receivership. In other words, we found the r was not sala- 
ble but eventually it worked out—worked out a deal where the two 
big loan companies took the paper under a collection contract and 
worked it out on a basis that enabled them to maintain and reestablish 
those offices. They made it quite clear to us that the offices they 
regarded as quite a premium. They explained in detail why—that 
you open a small loan office and it takes 3 years to develop enough 
volume to make the office pay and all that. §, that I think the delay 
did unquestionably get us a much better realization from the paper 
than could have been had if we had put the banks directly into receiv- 
— and then it would have been handled as a regular receivership 
liquidation. 

Mr. Wautace. Mr. John Russell became executive vice president of 
that bank, the new bank, didn’t he? 

Mr. Sorensen. Sometime later. 

Mr. Wattace. Did he ee actively in the negotiations be- 
tween the closing of the old Elmwood Bank and the: 
new bank with you# Did he participate with you in t nego- 
tiations? 

Mr. Sorensen. No; he had nothing whatever to do with it. He 
came out to stand by for a takeover. He had nothing to do except 
to discuss his interpretation of their law with us and all that. 

Mr. Wattacr. As far as your operations were concerned, he had 
nothing to do, but was he not an FDIC attorney ? 

Mr. Sorensen. Yes, sir. 

Mr. Wattace. So that he exerted an influence with respect to what 
the FDIC would a to? 

Mr. Sorensen. I’m sure of that. The fact is that John Russell 
had made a very clear explanation of the working of their statute to 
us here. We were not completely convinced by his persuasion, and on 
our trip to Washington we found out he knew exactly what he was 
talking about. In other words, we wound up with the same interpreta- 
tion of their statute down there that he had given us here on” the 
ground. 

Senator Sparkman. That’s Mr. Russell you refer to? 

Mr. Sorensen. Yes, sir. 

Senator Sparkman. Thank you very much, Mr. Sorensen. We ap- 
preciate your cooperation. You’re excused. 

The committee will stand in recess for a few minutes. 

(Whereupon, a short recess was taken.) 

Senator Sparkman. Let the committee come to order; please. Our 
next witness is Mr. Lloyd Drexler. 

Mr. Drexler, will you raise your right hand and be sworn? 
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Whereupon Lloyd Drexler was duly sworn as a witness by Senator 
Sparkman, and was examined and testified as follows: 


TESTIMONY OF LLOYD DREXLER 


Senator SpaARKMAN. Be seated, please, sir. 

Mr. Wallace will interrogate you. 

Mr. Wauuace. Mr. Drexler, will you identify yourself and tell the 
committee or give the committee a brief sketch of your own 
background ? 

Mr. Drexter. I was born. in.the city of Chicago January 16, 1918. 
I’m 38 years of age. I attended the public schools of ‘the city of 
Chicago. I attended Northwestern University where I received two 
university degrees, bachelor of arts and a master of science in the 
field of politics and in the field of economics. 

I served as an economic consultant or as a research director for 
labor unions, teachers’ associations, several property associations, 
industry. 

I served 4 years in the United States Air Forces as a flying officer. 

And I’ve been engaged in family businesses for a number of years. 

Mr. Wautace. Have you been associated with any banks prior to 
your interest in the Elmwood Park Bank ? 

Mr. Drexuer. I was the president of the South Shore National Bank 
in 1952, which I and my family sold our interest in November of 1952 
at that time. 

Mr. Wautxiace. When did you first become interested in the First 
State Bank of Elmwood Park? 

Mr. Drexter. In November and in early December of 1952 I had 
been told by some banking friends of mine associated with banks that 
Mr. Beutel was financially extended and he might have interest in 
selling one or more of his banks. I called him and met with him 
twice and nothing happened. I never heard from him after that. 

Mr. WALLACE. at was your next interest in that bank? 

Mr. Drexter. Well, after reading in the newspapers that the banks 
were closed and that the auditor had made a public statement on the 
14th of April to the effect that 3 conditions were necessary for the 
banks to be reopened—Mr. Beutel must be discharged; the paper 
which was put into the banks by the Bankers Discount Co. must be 
removed from the portfolio of the-banks; and (3) the stock of the 
banks must be sold—that was in the Chicago newspapers on the 14th 
of April, Tuesday, 1953. 

Mr. Wattace. What did you do then? 

Mr. Drexuzr. I did nothing for the next several days except read 
the developments that occurred in the paper, such as that the various 
examining authorities had stated that prior to closing they had cited 
this bank 

Mr. Watiace. When did you make your first move ? 

Mr. Drexter. On Friday, April 17, I went:to my attorney, who is 
maintained by one of our family companies on a retainer basis, Mr. 
Weinberg. 

Mr. Watxace. Theodore Weinberg? 

Mr. Drexter. Theodore Weinberg. Mr. Weinberg had at that time 
recently become associated with Governor Green in his law office. I 
don’t know the exact relationship—probably as a partner. 
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Mr. Wautace. Is Mr. Weinberg the only attorney that your family 
retains ¢ 

Mr. Drexter. He is with us on a retainer basis. We do not have 
any other attorney on a retainer basis. 

Mr. Wauiace. He is the only one on retainer basis? What did you 
have in mind when you talked with Mr. Weinberg? 

Mr. Drexter. Well, the public announcement in the newspaper was 
that the stock of these banks must be sold and that, therefore, as a 
potential investment, I went to him and I said, “Well, now, this has 
been publicly stated. Well, the next step is, of course, to find out 
what we do and what we can learn to proceed and what suggestions 
you have to make, and, of course, you have to act as our attorney in 
this matter.” 

Mr. Waxuace. Did you have any feeling that if Governor Green 
were to get involved in this it would be helpful to get an advantageous 
arrangement with the bank? 

Mr. Drexter. Well, let me say that it would only be natural for me 
to go to Mr. Weinberg. Mr. Weinberg had become associated with 
Governor Green, and unquestionably if Mr. Weinberg chose, which 
I think would be his election, as an attorney, to go to Mr. Green as 
as associate or partner for aid in this matter, like in all things that 
involve government, anybody who has been a figure of political im- 
portance would have stature that might command more immediate 
response. Not necessarily—or there was never in my opinion sub- 
jectively—the conception that there could be possible influence. 

Mr. Wau.ace. Governor Green was widely known so that you 
thought he would be helpful in that regard-—— 

Mr. Drexter. Yes. 

Mr. Wauxace. Or Mr. Weinberg did at least ? 

| Mr. Drexler nods. | 

Mr. Wattace. After you talked with Mr. Weinberg, then ne con- 
tacted Mr. Green, Governor Green, about the problem 

Mr. Drexuer. Yes. - 

Mr. Watiace. And what did Governor Green do? 

Mr. Drexter. Governor Green telephoned the auditor’s office and 
went over to see a Mr. Mueller to determine from him where we start. 
Mr. Green returned and informed me that Mr. Mueller had told him 
that we should contact Mr. Johnson, the attorney representative of the 
Bankers Discount Co., who was at that time staying in the Morrison 
and was getting ready to leave. 

We telephoned him and went over to see him. 

Mr. Wautzace. Who’s Mr. Mueller? 

Mr. Drexter. Mr. Mueller—I don’t know his exact title, but he is in 
the examining division for financial institutions in the auditor’s office. 
‘ believe he was chief examiner or—I think he was chief examiner at 
that time. 

Mr. Wauxace. He was chief examiner for Orville Hodge who was 
State auditor at that time? 

| Mr. Drexler nods. } 
ane Watson. Any special reason that Green would go to him 

irectly ¢ 

Mr. Drexizr. Well, they had made certain public pronouncements. 

Mr. Waxxace. I see. 
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Mr. Drexter. And I presumed he would go there because they had 
made the public pronouncements concerning this: Stock must be sold. 
It’s only natural he would go there to determine from him where do 
we start to attempt to buy this stock. 

Mr. Watiace. Why did you decide to organize a new bank? 

Mr. Drexter. Well, it was apparent after my trip to Dallas, Tex., 
on the 22d of April—and I stayed there on the 23d—in my joint-ven- 
ture arrangement with the Pacific Finance Co. that there was no 
alternative except that a new bank be formed, and it was apparent that 
the Bankers Discount Co. had to go into receivership. 

Mr. Watuace. When did you get permission to organize a new 
bank in Elmwood Park area? 

Mr. Drexuer. I believe it was the 14th of May or the 15th. I 
believe ia was the 14th of May. We applied for permission to organ- 
ize on May 4. 

Mr. Watxace. You applied to what? The State auditor’s office? 

Mr. Drexter. We applied to the State auditor’s office for permis- 
sion to organize a State bank. 

Mr. Watuace. Could you tell us what is an application for permis- 
sion to organize? That’s not a charter; is it? 

Mr. Drexter. No; it’s not. Well, I’m not really an authority since 
I’m not a lawyer. 

Mr. Watxace. Well, do they—— 

Mr. Drexter. Although I have been referred—— 

Mr. Wauuace. Do they usually get an application to organize? 

Mr. Drexter. I would say sainoly can get an application—that is, 
to get the application papers. You can submit them. I can’t see 
that there’s anything in the law that says you can’t submit them. 

Mr. Wauxace. You applied May 4, and you were granted permis- 
sion to organize on May 14? 

Mr. Drexuer. Either the 14th or 15th. 

Mr. Watxace. That was pretty quick action; wasn’t it? Ten days? 

Mr. Drexter. On the contrary, I think under the circumstances 
they should have granted it immediately or soon thereafter, because 
the situation just continued to deteriorate. 

Mr. Wauxace. Do you know of other persons that were interested 
in forming a bank in the Elmwood Park area? 

Mr. Drexuer. I had heard, although I had no direct contact, that 
there were several groups who were interested. There was—— 

Mr. Wauxace. Can you tell us who some were? 

Mr. Drexier. There was the so-called Armour group. 

Mr. Wauxace. Was that Lester Armour? 

Mr. Drextzer. Lester Armour. There was a group out of First 
National Bank in Oak Park me of course, they were vitally inter- 
ested since they held an u note or collateral trust note of the 
Bankers Discount Co, There was a contractor’s group. There was 
also a group represented by Mr. Mantynband. 

Mr. Wits Is that Louis Mantyband ? 

Mr. Drexter. Of Arvey, Mantynband & Hodes. 

Mr. Wanxace. How do spell it? M-a-n-t-y-n-b-a-n-d? 

Mr. Drextzr. Yes. 

Mr, Watiace. Who. was Lester Armour? 

Mr. Drexuer. I believe he’s now chairman of the board of the Chi- 
cago National Bank. At that time I think he was president. 
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Mr. Wattace. Who is Louis Mantyband # 

Mr. Drexier. He’s a law partner of Arvey and Hodes, and I think 
the name of the firm is Arvey, Hodes & Mantyband. 

Mr. Watxace. He’s an attorney? 

Mr. Drexier. An attorney. 

Wr. Waxtace. Do you know why Mr. Armour and Mr. Mantyn- 
band didn’t pursue their goals in this regard? Did you ever find ont 
why they dropped out ? 

Mr. Drexirr. No. I have no conception why they dropped out. 
I do know we were the first to apply, and I think that maybe because 
we studied the situation to a pomt where it was evident that there 
was no other alternative. 

Mr. Wax.ace. During your negotiations to organize a new bank, 
wasn’t the question of an assumption proceeding versus a receivership 
at issue ? 

Mr. Drexier. Let me say it did occur at a later date. Initially 
when we applied for permission to organize on May 4 and subse- 
quently on May 5 when we went to the FDIC for the first time, we 
told them that we wanted to organize a new bank and in order to take 
care of the banking needs of the community immediately, that we 
expected or hoped that we might be the instrumentality that they 
could use for paying the depositors out the $10,000 sums and thereby 
we could gain a substantial portion of those deposits. 

Mr. Wattace. Were you concerned about whether the new bank 
that you were interested in would be a National or a State bank? 

Mr. Drextrr. No, except that the question of a national bank pre- 
sents a great many problems in procedure on an ee procedure 
with a State sdek which I think would become involved and would 
eat up additional time and would lead to further deterioration .as to 
the potentialities of the new bank, because the longer the time period 
that’s elapsed the greater the potential run on the new bank. 

Mr. Waxxace. The capitalization you had was $600,000. Were you 
negotiating with the FDIC at the same time that you were negoti- 
ating with the auditor’s office ? 

Mr. Drexter. Well, we actually never negotiated with the auditor’s 
office. We applied for permission. Our entire capital problem was 
one that we had to discuss with the FDIC and not with the State 
auditor. As far as they were concerned, if the FDIC approved they 
would be satisfied. So our negotiations in that respect were carried 
on with the FDIC. 

Mr. Watiace. Do you have any idea why the FDIC backed down 
on their position for wanting a million dollars capital and gave in 
to the anditor’s position and your position for the $600,000 ? 

Mr. Drexier. Well, the only thing that I can think of is that we 
presented to them a thesis that was so logical based upon their own 
statements to us that it would be impossible for me to see how any- 
body with normal intelligence could have avoided the position that 
we put them in in that regard. 

To elaborate just quickly, they asked us a million dollars. We 
said to them, “Well, why do you want a million dollars? This bank 
will not be a $17 million bank when we open within a short period.” 

And they said, “No,” they theught the deposits would drop 10 or 15 
percent. 
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And I said if they were betting people I'd give them any kind of 
odds. they chose the drop would exceed 3314 percent and indeed even 
exceed 40 percent. od ; 

My. judgment has proven right now. Within a short period that 
dropped approximately 40 percent. — 

They also felt withim 2, years this bank would reach twenty to 
twenty-five million, dollars, and because it would they felt that this 
type of capital structure was logical. 

’ Well, if they were,right that the deposits would only drop 10 percent 

or 15 percent, if this bank would be twenty or twenty-five million 
dollars within 2 years—25 they said within 2 years—then they were 
unquestionably proper. and logical in their assumption that there 
should be a capitalization of a million dollars. 

Mr. Wauzace. One thing I don’t understand. When we were talk- 
ing to Mr. Sorensen a while ago it seems an awful lot of groups were 
frightened away from this bank at the thought of having to raise a 
iillion dollars, but your group was never frightened. Can you tell 
us why ¢ 

 Coteeoe Well, it was my studied opinion that there wouldn’t 
be any investors that. would attempt to put a million dollars into this 
situation. If anything, our proposal was high. And in our negotia- 
tions with them we compromised to this extent: We said that, “If this 
bank does what you say it will do, then we'll give you the capital 
that youare requesting.” To that extent we then obligated ourselves 
to raise additional capital. Lf the deposits at any time reached a level 
of $20 million, we would add $150,000 of new capital. If they reached 
a level of $25 million, we would add $250,000 additional capital. 
Which would give them their million dollars, 

And, of course, based upon that logic that they themselves stated, 
it would be impossible for them to say, “Well, O. K., we won’t take 
your $600,000.” 

In other words, we were dealing here with a conjecture into the 
future. So we say, “All right, let’s make it a variable capital struc- 
ture dependent upon what the future will be. And if you think that 
the future will be thus and so, well, then, you’re entitled to what you 
want. But we think that you’re wrong, and if we give you what you 
want you'll have a safe bank from the standpoint of deposits but you 
will not have investors who are-satisfied with what you have done 
hecause we will have a terribly poor investment.” 

Mr, Waxuace. Which did you prefer, Mr: Drexler? An assump- 
tion transaction or receivership for the Elmwood: 

Mr. Drexter. I'll tell you. Initially we preferred pure receiver- 
ship. I think it would have been much faster. Some people would 
have lost out unquestionably. Maybe that couldn’t be overcome. We 
think it might have facilitated matters. 

But as the assumption transaction went, everybody got paid out, so 
maybe that’s the best. 

From our-standpeint I’m not so sure. Of cowrse, it’s impossible to 
state‘purely conjecturally what might have occurred against an actual 
situation—-against one which we say might have happened had we 
gone into the new bank. I think that a new bank, in my opinion, 
would have been a much better-~a much better position for us to 
have taken. 

Mr. Wattace. A brand new bank? 
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Mr. Drexier. Yes; without an assumption. I think if we were the 
paying agency we would get as much in deposits as we eventually 
wound up with after the run. 

Mr. Watxace. I think that you may be helpful to the committee in 
this regard, Mr. Drexler. What I would like to know is this: It is 
stated that it would be difficult to raise a million dollars capital, and 
ultimately you got it for $600,000 capital. But as I understand an 
assumption transaction, it means that ro would take over all the 
deposit liabilities of the old bank which I believe were approximately 
$17 million, in return for which you would get solid of $17 mil- 
lion. Is that correct? 

Mr. Drexter. Yes. We would get the deposit liabilities of the 
bank, which we then would be in a position to pay out as the run 
begins. We also, to offset those deposit habilities, must receive from 
them assets of cash or its equivalent. We accepted Government bonds 
only as the equivalent of cash, at stated market prices for the day at 
which we were entering into the transaction. 

Mr. Wautace. In other words, you would be starting with a going 
$17 million bank with no substandard loans at all? It’s just like 
starting a clean sheet with solid cash, and you can make any invest- 
ments you want. I’m not a banker, you understand, but this seems 
like a wonderful thing. Is it? 

Mr. Drexuer. Yes; itis. But the question is relative. Everything 
has a degree of value. Your suit may be worth X dollars. Mr. 
Hodge’s suit may be worth X dollars. The question is what has the 
relative value of something. You’re taking something, but it has a 
value which you can numerically determine, and I think the question 
is what is its value in dollars sald cents. To us that value would be in 
effect what capital we felt the bank should have against its conjec- 
tured deposits after the run that we anticipated we would be encoun- 
tering. 

Mr. Watiace. Can you tell me the primary subscribers of this 
$600,000 of stock? Who were they? 

Mr. Drexter. Well, we had the community, of course. I would 
say there were at least 100 or 150 people in the community itself which 
subscribed. We gave—— 

Mr. Wautace. The Elmwood Park area? 

Mr. Drexuer. Yes. We gave them the o petenity to subscribe 
first and to any or all of the stock. They had | rights to it. That 
was the understanding which we offered to them as evidence of our 
good faith and our moral fiber. 

Mr. Wattace. Moral fiber? 

Mr. Drexuer. Yes. 

Mr. Watiace. You mean that you would let them have as much 
as they wanted ? 

Mr. Drexter. That’s right, and they at that time said to us, the 
leaders of the community group, “If we take in excess of 50 percent, 
maybe as high as 66 percent, which we anticipate we might, are you 
stall apenas in proceeding with us even though you do not have 
control ¢” 

And we said, “Yes, if it is spread in the community.” 

Mr. Wa.xiace. By “we,” you mean you and Green and who else? 

Mr. Drexter. Well, at that time it was just the governor‘and my- 
self and Mr. Weinberg. dive , 





ILLINOIS BANKING SITUATION 501 


Mr. Wauiace. How much of that original $600,000 was subscribed 
to by these stockholders in the Elmwood Park area, the public sub- 
scription I guess you’d call it? 

Mr. Drexter. Well, we'll give you all the arithmetic. I don’t 


recall the exact — 

Mr. Wauxace. Let me ask 

Mr. Drexter. I believe it was in the vicinity of about $110,000. 

Mr. Wauuace. That excludes the amount held by Mr. Edwin J. 
Sabath ? 

Mr. Drexter. No. 

Mr. Watxace. That was part of it? 

Mr. Drexter. Yes. 

Mr. Watiace. Then who were the other large stockholders? 

Mr. Drexter. Mr. Peter Giachini, who did live in the vicinity. 

Mr. Wauxace. Is that G-i-a-c-h-i-n-i? 

Mr. Drextzr. Yes, sir. 

Mr. Wauxace. He lives in the community ? 

Mr. Drexter. An adjoming community. 

Mr. Watuuace. I see. 

Mr. Drexuer. I believe his amount was about $160,000. Mr. Wirtz 
I believe was—— 

Mr. Watiace. Who was that? 

Mr. Drexter. Arthur Wirtz. 

Mr. Waxuiace. Arthur Wirtz? 

Mr. Drexter. Was about $123,000. 

Mr. Wattace. Was he a part of your group? 

Mr. Drexter. Well, he was one of the subscribers. 

Mr. Wat.ace. Yours and Green’s group ? 

(Mr. Drexler nods.) 

Mr. Wattace. Is that Mr. Wirtz with the Wirtz, Haney, Ehrat in- 
surance agency ? 

Mr. Drexter. Yes, sir. 

Mr. Watxace. Then who was Paul Fleming? 

Mr. Drexier. Well, Mr. Fleming at the time of our opening was not 
a stockholder nor a subscriber. On the 12th of June he came to 
Mr. 

Mr. Watiace. Wait a minute. I’m sorry. You’re right. I think 
that he was not a part of that group, but I want to get the subscribers 
first. Who were the other subscribers? 

Mr. Drexter. Myself and Mr. Weinberg and several friends of ours. 

Mr. Wattace. Who subscribed to the stock which was ultimately 
taken by Mr. Paul Fleming? 

Mr. Tegetie. I'd say it came from a number of subscriptions which 
eventually did not become consummated. The subscription list is dif- 
ferent than the initial stockholders’ list, which is also different than 
the final stockholders’ list. 

Mr. Wattace. Paul Fleming was ultimately the dummy through 
which Mr, Hodge held his—— 

Mr. Drexter. Lois Spector purchased $50,000 worth of stock. 

Mr. Watxace. $50,000, was it? 

Mr. Drexter. $50,000. 

Mr. Wax.ace. $50,000? 

Mr. Drexter. The purchase of her stock was subsequently accom- 
panied by a subscription agreement which we did not receive at the 

83551—56—pt. 2——17 
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time of opening or at the time we consummated the transaction with 
the State auditor and Continental Bank. 

Mr. Wattace. She never actually held any? 

Mr. Drexter. No stock was actually issued to her because in the 
interim Mr. Fleming entered and we transferred Mr. Fleming’s— 
Miss Spector’s—receipt for a receipt to Mr. een a 

Mr. Wr abisiits Miss Spector’s name just appeared on the original 
subseription list but when it came time to issue the stock, the stock 
which would normally have gone to her went to Mr. Fleming, at her 
direction I suppose? : 

Mr. Drexter. At her direction, signed, which documentary evi- 
dence we have given to you. 

Mr. Wauuace. Yes. Is Lois Spector the daughter of a banker who 
is a large stockholder at a bank located at 68th and Stony Island. 
1’ll not name the bank? 

Mr. Drexter. At the time that she purchased the stock we just 
believed she was a client of Mr. Browning’s. I never heard her name 
previously. It has developed in recent newspaper articles—— 

Mr. Watxace. Well, let’s not 

Mr. Drexter. That she is a daughter of some other banker. 

Mr. Watiace. How much did you invest in the bank, Mr. Drexler? 

Mr. Drexter. $50,000. 

Mr. Wauiace. How much had you been willing to invest in the 
beginning of your negotiations? 

Mr. Drexter. Any part that the community did not subscribe to. 

Mr. Waxxiace. As much as a half million dollars? 

Mr. Drextrr. Yes, sir. 

Mr. Watuiace. Why did you change your mind and take only 
$50,000 ? 

Mr. Drexier. One, because the community had demonstrated a very 
poor reception after initially being very enthusiastic. The commun- 
ity got cold feet, and, very frankly, because of that and the time in- 
terval that had occurred, I also felt that the risk was greater than 
the values to be received. 

Mr. Watiace. Were you and Mr. Green the prime movers or the 
primary organizers of the new bank? 

Mr. Drextrr. I would say “Yes” in conjunction with the com- 
munity leaders of the Elmwood Park area. 

Mr. Wautace. Did Mr. Green assume more responsibility after 
you had reduced your amount of investment ? 

Mr. Drexuer. Yes. 

Mr. Wautace. Did Mr. Green or did you have any difficulty in 
raising the amount of money—$600,000 ? 

Mr. Drexter. It was not incumbent upon me to raise any additional 
capital exeept for the few friends I brought in at the same time I 
came in. The additional capital requirement he was going to attempt 
to raise. He did have difficulty in raising the additional capital. 

Mr. Watxace. Did Orville Hodge ever ask, did he volunteer, to 
help your group to raise more money ? 

Mr. Drexter. No such conversation was ever made in my presence. 
No such conversation was ever repeated to me. 

Mr. Waxtace. Did you know at the time the bank was organized 
that a part of this capital was subseribed on behalf of Orville Hodge! 

Mr. No; we did not know that. In fact, we did not know 
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or at least I didn’t know, and I don’t believe the others knew, although 
[ can’t speak for the others. 

Mr. Waxiace. Suppose you had known this, Mr. Drexler. Would 
that have made any difference to your feelings about participating 
in this bank? 

Mr. Drexter. Well, it would have made a difference to me from 
an ethical standpoint, a legal—— 

Mr. Watxace. You think it’s wrong or ethically it’s improper for 
a State auditor to own stock in a newly opened bank? 

Mr. Drexter. Yes; I think that it is unethical for a State auditor 

to own stock in a newly organized bank or in any bank under his 
jurisdiction. 
Mr. Wauxiace. Mr. Drexler, as a banker, would you have any 
thoughts on whether Congress should consider a requirement that 
for a bank to be insured by the Federal Deposit Insurance Corpora- 
tion it should not permit stock to be held secretly by a State super- 
visory official who has regulatory power over such bank? 

Mr. Drexter. Yes; I think that would be excellent legislation. 

Mr. Watxiace. When did you learn that Orville Hodge was a stock- 
holder in the Bank of Elmwood Park? 

Mr. Drexter. When Mr. Smith made the statement in the news- 
paper. I had previous suspicions of it, but suspicions are quite a 
long distance from knowledge. 

Mr. Wautace, Can you tell tie what made you think that this might 
be so? You say you had suspicions. What suspicions? Just what 
indications were there that he might? Did he take an active interest 
in the management of the bank, for instance? 

Mr. Drexier. He took no active interest in the management of 
the bank, There was only one occasion at which he had made a 
request to the bank, and that was about 60 days before I sold my 
interest and that of friends of mine who had stock in the bank, Prior 
to that time he never took any active interest to my knowledge. There 
were 2 or 3 occasions that I saw him at public functions, and I wasn’t 
sure whether his comment came as a result of his supervisory posi- 
tion or because he might have had an interest in the bank, which I 
suspected. And that was the only thing, the only reason that led me 
to develop suspicions. 

But there were occasions that developed such as a meeting I had 
with Mr. Hodge and others in November of 1954. He denied to me 
categorically and was very insulted that I said to him, “Do you own 
this stock?” and he denied to me that he did own the stock, 


Well, I still suspected that he owned it. I probably was a little 
cynical. In any event, Mr. Smith came on the board having title to 
that stock which was transferred from Mr. Fleming, and Mr. Smith 
worked so darned hard and: 

Mr. Watiace. Who is Mr. Smith? 

Mr. Drexter. Mr. P. Warren Smith. At the time he was an 
executive vice president of er eae which is a lar 

un 


insurance agency located on the floor of 29 South La Salle 
Street. I don’t know whether he is still associated with them or not. 
But he was a man of—in a responsible position with a substantial 
company, and he devoted a lot of time to the bank, and, of course, 
then my suspicions wavered actually. I didn’t see how it was pos- 
sible for a nominee to devote a couple of hours a day to this bank. 
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Mr. Wautace. Do you think he was receiving any compensation for 
his work at the bank? 


Mr. Drexter. From the bank or 

Mr. Wattace, No, was he receiving any compensation from any- 
one ? 

Mr. Drexter. The only compensation he received was the same 
that any of us received as directors, which was $50 a month. 


Mr. Wattace. Do you currently own any stock in the Bank of Elm- 
wood Park? 


Mr. Drextzr. No, I do not. 

Mr. Watiace. When did you sell it? 

Mr. Drexter. Sold it in September 1955. 

Mr. Watxace. To whom did you sell it? 

Mr. Drexter. P. Warren Smith. 

Mr. Wautace. Did you know at that time that Mr. Smith was a 
nominee for Orville Hodge? 

Mr. Drexter. I did not know, but I still had my suspicions. 

Mr. Watxace. Can you tell us about this transaction with Mr. 
Smith? How many shares he bought and what price and. 

Mr. Drexier. Well, you actually have got the only original papers 
which I own on the subject. 

Mr. Watxace. Let me ask you if this is correct 

Mr. Drexter. It’s $29 a share. 

Mr. Wattace. $29 a share, seven thousand eight hundred 

Mr. Drexuer. No, it was approximately $228,000, so I think it would 
come to about 8,100 shares—would be closer to the figure. 

Mr. Watxace. This was held by you and others in your group? 

Mr. Drexter. Myselfand nine a people. 

Mr. Watuace. Can you tell us very briefly why you decided to sell 
your stock, Mr. Drexler? Did your suspicions of Mr. Hodge lead you 
to sell the stock? 

Mr. Drexier. No; Mr. Wirtz had acquired Mr. Giachini’s stock, 
which in effect gave him absolute control of the bank by giving him 
stock in excess of 51 percent. He refused to distribute this stock as 
per prior agreement. We then would have nothing further to say 
concerning the policy of this bank and yet be substantial stockholders. 

It was then stated that we either wanted to buy or sell. We wanted 
to buy out the other interests or we wanted to sell out to the other 
interests. And we sold out, because that was the way the negotiations 
developed. 

Mr. Wattace. Clear up one point, Mr. Drexler. You're talking 
about “we,” A while ago you were talking about “we” but a while 
ago when you were talking about “we” you meant you and Governor 
xreen, But do youmean Governor Green—— 

Mr. Drexter. No; I mean myself and nine other stockholders whose 
stock I sold at the same time I sold mine, which represented prac- 
tically all the remaining stockholders in the bank at the time. 

Mr. Wattace. When did you first meet Mr. John Russell ? 

Mr. Drexuer. I believe it was the 8th or 11th of May, at which time 
we were discussing the capital question, at which time the first explana- 
tion was given to us of an assumption arrangement, prior to which we 
had no knowledge of an assumption arrangement. 

Mr. Wautace. This was May of 1953? 
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Mr. Drexter. May 8 or 11, which was either Friday or Monday, 
of 1953. 

Mr. Wauuace. Did you get to know him well ? 

Mr. Drexter. I saw him at the maximum three times subsequent to 
that, only in meetings at which the entire board was present of the 
Bank of Elmwood Park. 

Mr. Watxace. Did you ever discuss with Mr. Russell the possibility 
of his employment in the new bank ? 

Mr. Drexter. Let me elaborate on that one point just one second. 

Mr. Watxace. Please do. 

Mr. Drexter. In our agreement with the community in order to also 
present a very ethical approach because they had believed that they 
had been subjected to improper management previously, we agreed 
that the community would have a two-thirds vote—or that the board 
only by two-thirds vote could approve a new officer personnel. That, 
in effect, since we had granted that the community would have 5 of the 
original 8 of the board, would grant them in effect almost a veto power 
over anybody that wanted to recommend any personnel for this bank. 

Therefore, it was impossible for me or for anybody to actually make 
an offer to anybody for a position. 

I want to get that clear, because we had no authority to do so, and 
it was impossible for us to do so—practically, as well. 

The day that the bank transaction was completed, that evening 
about 9 or 10, I said to Mr. Russell that we were all very impressed 
with his efficiency and that we were looking for a second man. We 
had already picked Mr. Sullivan as our first man and we would like 
to give consideration to him if he was willing to throw his hat in as 
in applicant to be considered by the board, and that we would un- 
questionably consider others. That was subsequent to the completion 
of our transaction. 

Mr. Watuace. Did you discuss the possibility of hiring Mr. Russell 
for the bank with Mr. Eugene Gover! 

Mr. Drexter. No, I did not. This occurred subsequent to that, 
any conversations I held with Mr. Gover, and I never saw Mr. Gover 
again prior to the closing of the transaction. In other words, I saw 
Mr. Gover, I saw Mr. Russell subsequently when we closed the trans- 
action legally. Subsequent to that I spoke to Mr. Russeil. I never saw 
Mr. Gover again. 

Mr. WaAxxacer. Is there any special advantage in having an FDIC 
official as president of a bank or vice president of a bank? 

Mr. Drexter. Well, let me say this: There is an area here where I 
think the committee might consider legislation. First, let me say that 
small banks are in a very disadvantageous position in acquiring com- 
petent personnel under the generally existing situation. rge banks 
have pension and profit-sharing funds which practically enslave their 
officers to continued employment. Therefore, no source of competent 
executory personnel for a small bank other than from the various ex- 
amining services or from another small bank. The field becomes very 
limited from which you can acquire competent executory personnel. 

To this end I would say that you have first very little choice in a 
local bank other than probably to pick somebody from one of the 
examining services, and we did interview several people from the ex- 
amining services for the position of first and second. 
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And let me say that from a practical point of view there is ap 
advantage in having an executive officer who has been a representa. 
tive of the examining bodies, because he can get along with them on q 
better basis, having also been a bureaucrat, than can someone who has 
not had that background. 

Mr. Rogers. Was it also an advantage to have Mr. Russell there 
because you knew that you would have other dealings? The assump. 
tion transaction wasn’t over the day you opened the bank. You had 
still other things to work on. 

Mr. Drexter. Well, we still had to acquire the leasehold assets under 
a very specific formula, however, and we had the opportunity if we 
so chose to acquire other assets from the liquidator—of course on a 
competitive basis. 

Mr. Rogers. There’s no doubt that Mr. Russell knew all those 
people. 

Mr. Drextsr. Yes. 

Mr. Rocers. It made it much easier to work it out? 

Mr. Drexzer. It would have made it easier for us to negotiate the 
completion. I don’t thing there’s any question. But I do not wish 
to imply that there was anything sinister in his employment for those 
purposes because we were guided by specific rules in this regard and 
with respect to the appraisal and the negotiation on the leasehold. 
On the others our cites could only be sustained upon market value, 
But it’s easier for people to negotiate who know each other than for 
those who do not know each other. I don’t think we should attempt 
to develop any innuendo that his employment might have been oc- 
casioned by any motives that we had other than those which were 
purely ethical. 

Mr. Rogers. On your May 8 or 11 meeting where you first met with 
Mr. Russell, was he the one that explained to you how an assumption 
transaction 

Mr. Drexuer. In the presence of Mr. Gover and Mr. Tefft he ex- 
plained to myself and to others the assumption transaction. 

Mr. Rocers. Of course, he was an expert on that subject ? 

Mr. Drexier. Unquestionably. 

Senator Sparkman. Mr. Drexler, we have had testimony today 
with reference to political contributions by bankers that had public 
funds on deposit in their bank—contributions that may have been 
made in one way or another. Your bank did have aie funds on 
deposit, did it not? 

Mr. Drexter. It did, sir. 

Senator Sparkman. About how much? Do you recall? 

Mr. Drexter. Well, you’re talking now about the Bank of Elm- 
wood Park? The preceding bank with which I was associated did 
not have any public funds on deposit, did not make any attempt to 
get public funds other than the deposit of the United States Govern- 
ment. 

Senator Sparkman. Did not have any State funds? 

Mr. Drexter. You're talking now about the bank with which I was 
associated preceding my association with the Bank of Elmwood Park? 

Senator Sparkman. I’m talking about the Elmwood Park Bank. 

Mr. Drexter. The Bank of Elmwood Park had public funds on de- 
posit from the county government and the State government. And 
the public administrator, if you can term—if the administrator has 
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public funds. Actually they are private funds in public custody. 

Senator SparkMAN. Did you or your bank or officials of your bank 
make such contributions ? 

Mr. Drexter. They made, let’s say first—the bank to my know]l- 
edge—— 

Senator SparkmMAN. The bank what ! 

Mr. Drexter. The bank to my knowledge during my association 
with it made no contributions for the retention of deposits or the 
acquisition of deposits in any way. 

Senator SpaRKMAN. Did you personally ? 

Mr. Drexter. I personally during the time I was associated with 
the bank made no contributions of any kind. I did, however, buy 
1 or 2 dinner tickets with my own funds for which I was never reim- 
bursed from the bank since I have previously testified the most I ever 
received from the bank was $50 a month as a director. 

These tickets were two political rally dinners which may or may 
not be contributions. I’m not an attorney to determine the technical 
question that’s involved there. 

But I did not do so with—to anyone who was running for an office 
or was in an Office, we'll say running for an office for State or county 
treasurer. 

Senator SparkMAN. What was he running for? 

Mr. Drexter. What was who running for ? 

Seantor SparKMAN. Didn’t you say 

Mr. Drexter. I bought a dinner ticket for the Merriam dinner. 

Senator Sparkman. I thought that is what you were talking about. 

Mr. Drexter. You are talking about political contributions? 

Senator SparkMaAN. You said you had made no political contribu- 
tions. 

Mr. Drexter. Political contribution, to my basic definition of the 
term, means when I return to you, who are running for office, and make 
a direct contribution to you with legal tender. If I buy a ticket to one 
of your dinners, I am not sure that I am actually making a contribu- 
tion in the form that it is called, you know, a political contribution. 
That, I think—— 

Senator Sparkman. Of course, the two major parties, you know, are 
having a lot of fund-raising dinners right now, so I suppose that 
would be taken as a political contribution indirectly made, you might 
say. But, in any event, neither you nor your bank, nor any of your as- 
sociates so far as you know, ever made any contribution for the pur- 
pose of getting public funds deposited in your bank, or of retaining 
them after they were deposited ? 

Mr. Drexter. That is right. The only thing that, as I said, I 
bought tickets for 2 or 3 dinners personally. I had nothing to do 
with the bank concerning the bank itself. It also—— 

Senator Sparkman. You have brought up those dinners a couple of 
times. I wasn’t going to ask you about them. What were they ? 

Mr. Drexuer. One was a ticket to Mr. Merriam’s dinner who was 
running for mayor. 

I bought a ticket to some Democratic dinner, I don’t remember the 
name of the contestant at the moment. 

Senator Sparkman. They were more or less casual; is that it? 

Mr. Drexter. Yes. 
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Senator Sparkman. Did the person who was benefiting from these 
dinners, any one that you bought a ticket to, have control over the 
placing of the deposit of public funds? 

Mr. Drexter. No. 

Senator Sparkman. Any more questions? 

Mr. Drexter. I would say this one thing, that is, to my knowledge 
the bank also bought some tickets to one or more golf days or dinners. 

Senator SparKMAN. One or more what? 

Mr. Drexter. Golf days. 

Senator Sparkman. Golf days? I was about to ask you what it 
meant, but I was afraid I would be considered ridiculous. Appar- 
ently some of the staff members don’t know what you mean by that. 

Mr. Drexter. To tell the truth, I don’t know what it means either. 
I have never gone to one. [ Laughter. ] 

Senator SpaARKMAN. Well, thanks for enlightening us. [ Laughter. | 

Mr. Wauuace. Mr. Drexler, did you go in with a group of other 
people to personally take a table to Warren Wright’s dinner? 

Mr. Drexter. If I recall, I did purchase to that dinner either 1 or 2 
tickets. 

Mr. Watxace. A group of you took a table? 

Mr. Drexter. There was a group that took a single table. 

Mr. Wanuace. I think that is according to your previous testi- 
mony, a group of you had taken one table. How many seats were 
at a table? 

Mr. Drexurr. I think 10. 

Mr. Wattacr. Ten seats, and that was $50 or $100 a plate ? 

Mr. Drextier. I believe $50. 

Mr. Watxace. $500 in total for the whole table. Thank you. 

Senator Sparkman. May I ask who Warren Wright is? 

Mr. Drextrr. Warren Wright is the present treasurer of the State 
of Illinois, who has recently been defeated in a primary for the 
governorship of the State of Illinois. 

Senator SparKMAN. He is what? 

Mr. Drexier. He is now the treasurer of the State of Illinois. He 
recently, in the last primary, was defeated. 

Senator Sparkman. He ran in the primary, was an unsuccessful 
candidate for governor ? 

Mr. Drexuer. He ran against Governor Stratton in the primary. 

Senator SparkMAN. But he is the State treasurer now ? 

Mr. Drexter. He is the State treasurer now. 

Senator SparkMaNn. Doesn’t the State treasurer have something to 
do with placing of public funds ? 

Mr. Drexter. Oh, yes. 

Senator SparkMaAN. You must have not caught the import of m 
question a while ago when I asked if any of these dinners to whic 
you had bought tickets had been for the benefit of persons having 
control over the placing of State deposits. 

Mr. Drexier. said T made no contributions of any kind. 


Senator SparKMAN. I asked you later about the dinner. I am glad 
we have it straightened out now. 
Mr. Drexter. O. K. 
Senator SpaRKMAN. Any aan else ? 
r 


Thank you very much, Mr. Drexler. 
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The committee will stand in recess until 9:30 tomorrow morning, 
at which time we expect to receive testimony from the following wit- 
nesses: Mr. Charles Oran Mensik, Mr. Dwight H. Green, Mr. Peter 
Giachini, and Mr. Jack O. Brown, and also the stockholders of the 
First State Bank of Elmwood Park. 

Thank you very much. The committee stands in recess. 

(Whereas at 5:15 p. m., a recess was taken until 9:30 a. m., 
Thursday, October 11, 1956.) 
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THURSDAY, OCTOBER 11, 1956 


Untrep Srares Senate, 
CoMMITIEE ON BANKING AND CURRENCY, 
Chicago, Il. 

The committee met, pursuant to recess, in room 209, Federal Court 
Building, at 9:45 a. m., Senator John Sparkman presiding. 

Present: Senator Sparkman. 

Also present: Robert A. Wallace, staff director; Donald L. Rogers, 
counsel; Matthew Hale, counsel; J. H. Yingling, chief clerk; and 
James B. Cash, Jr., staff member. 

Senator SparKMaN. Let the committee come to order, please. 

Our first witness this morning will be Mr, Charles Oran Mensik. 

Mr. Mensik, will you come around, please? Will you hold up your 
right hand to be sworn ? 

Whereupon Charles Oran Mensik was duly sworn as a witness by 
Senator Sparkman, and was examined and testified as follows: 


TESTIMONY OF CHARLES 0. MENSIK, ACCOMPANIED BY 
ALEXANDER J. PIKIEL, HIS ATTORNEY 


Senator Sparkman. Will the counsel participate in the testimony ? 

Mr. Prxtex. No. 

Senator SparkMAN. You will simply advise him? 

Mr. Pruxmex. Yes. 

Senator Sparkman. Mr. Mensik, for the benefit of the record, give 
your name, address, and occupation. 

Mr. Menstx. My name is Charles Oran Mensik, and I was raised 
in Cedar Rapids, Lowa, came to Chicago when I was about 17 years 
of age. In Cedar Rapids I attended grammar and high school, and 
in Chicago I attended a business college. And then I worked for 
a chemist outfit on the West Side here of Chicago. 

Then I was working part time for my father in the building busi- 
ness, who has since passed away. 

Then I got into the newspaper business and worked as an adver- 
tising salesman. Then eventually I published a local neighborhood 
community newspaper on the Northwest Side. From there in 1942 I 
joined the City Savings staff as secretary, and I believe within 6 
months I was president. I have been president ever since, for the 
past 14 years. 

I have organized the First Guarantee Savings Association of which 
I'm board chairman and the Chicago Guarantee Savings Association. 
I have the City Safety Deposit Co., First Guarantee Safety Deposit 
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Co., and the City Currency Exchange and the City Insurance Agency, 
and the Allied Investment Co. 

I served as Red Cross community chairman in my neighborhood 
twice during the war. I served as president of the Chicago Ashland 
Chamber of Commerce where my place of business is. And I’m now 
chairman of the Northwest Redevelopment Council and treasurer of 
the Northwest Side Planning Association. 

Senator SparKMAN. Will you identify your counsel, please? 

Mr. Menstx. My counsel here is Alexander J. Pikiel. 

Senator SparkMAN. P-i-k-i-e-l? 

Mr. Mensix. That’s right. 

Senator SPARKMAN. / i right. Mr. Wallace. 

Mr. Watxace. Mr. Mensik, did you state that you are a stockholder 
in the Bank of Elmwood Park? 

Mr. Menstx. Yes, I forgot that. I am a director of the Elmwood 
Park Bank, and I have 100 shares of qualifying shares to be a director 
of that bank. 

Mr. Wautace. When did you first meet Orville Hodge ? 

Mr. Menstx. The first time I met Orville Hodge was in St. Louis 
at a savings and loan convention in September of 1952, and this was at 
a cocktail party we had there of all the savings and loan people, 
attended by 200 delegates at that convention. And after that I met 
him on 2 or 3 occasions when he was in Chicago campaigning, and | 
believe on 1 occasion the Republican ward committeeman brought 
him over to my office before he was elected. 

Mr. Watuace. This was all in 1952? 

Mr. Mensrx. 1952. 

Mr. Wales Did you ever make any contributions to his cam- 
raign ? 

Mr. Mensix. Yes, I did. I'd say approximately $3,000. 

Mr. Watxiace. How much? 

Mr. Mensrx. About $3,000. 

Mr. Watuace. $3,000? 

Mr. Mensrx. It wasn’t all from me. I believe I got about $1,000 
or $1,200 of that from friends of mine and possibly $1,500, $1,800 was 
my money that I gave him. 

Mr. Wattace. You gave about $1,500 yourself, and the rest came 
from friends you spoke to? 

Mr. Mensrx. That’s right. 

Mr. Watxace. Could you tell us some more about your dealings with 
Mr. Hodge after 1952? 

Mr. Menstx. Yes. 

Mr. Watxace. If you could, I'd appreciate it if you could speak a 
little bit louder. I find it a little hard to hear. 

Mr. Mensrx. After 1952, before he was inaugurated in office, he 
called me from Florida and told me that he was going to buy the 
Esquire Apartment Hotel, and I believe he was dhort art of the 


downpayment, and I did loan him $8,000, which since he paid. 
Me Watxace. You loaned him $8,000 for a downpayment on the 
hotel 
Mr. Mensix. That’s right, at that time. One thing I would like to 
put on the record here: At no time has Mr. Hodge been a partner of 
mine in any of my enterprises. At no time has he invested any money 
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‘n any of my enterprises. And at no time has he shared in the profits 
in any of my enterprises. 

Well, after he bought his hotel over there—— 

Mr. Wauxace. Did he state to you why he was buying the hotel? 

Mr. Mensrk. What? 

Mr. Waxtace. Did he give you any information as to why he was 
buying this hotel? 

\ir. Mensrx. No. You see, we’re in a fast, modern age, and you 
will find that with the airplane that quite a few people will travel 
distances within a few hours, and in many cases they spend a lot of 
time in different parts of the country, particularly where the weather 
is good. I know folks that have homes in Florida, possibly Cali- 
fornia, and also Chicago at the same time. And where we used to 
travel an hour and a half to 2 hours to go to a summer home, you can 
almost get on a plane and be in Florida in about the same amount of 
time. Now, why he bought the hotel I don’t know. 

Mr. Watxace. The reason I wondered is he bought it in November 
of 1952, did he not? 

Mr. Mensrx. I believe he did. 

Mr. Wauxace. This is right after he was elected to the office of State 
auditor ? 

Mr. Menstx. Yes, I believe it was. 

Mr. Watuace. And you loaned him $8,000 to make a downpayment 
on the Esquire? 

Mr. Menstx. As part of the downpayment. 

Mr. Watxace. As part of the downpayment ? 

Mr. Menstx. I think he needed $100,000 or something like that. 
] don’t know what it was. 

Mr. Wattace. Do you know where he got any of the other money 
for this downpayment ? 

Mr. Menstx. No, I don’t. 

Mr. Wautace. He just stated that he needed an extra $8,000 to make 
up the difference? 

Mr. Menstx. That’s right. 

Mr. Wattace. And you loaned it to him? What sort of loan was 
that! 

Mr. Mensrx. It was on a judgment note. 

Mr. Watxace. On a what? 

Mr. Menstx. Judgment note. 

Mr. Wauiace. Was that a loan made by City Savings? 

Mr. Mensrx. No; by me personally. 

Mr. Wauxace. By you personally ¢ 

Mr. Menstx. That’s right. 

Mr. Watxace. What kind of a note was it ? 

Mr. Menstx. Ju 

Mr. Watrace. Ju 

Mr. Menstrx. That’s right. 

Mr. Watiace. What interest rate did it carry? 

Mr. Menstx. I think it carried 5 percent. 

Mr. Watxace. Five percent per annum? 

Mr. Menstx. That’s right. 

Mr. Watxace. This was November 1952? 

Mr. Mensrx. That’s right. 

Mr. Watiace. Then when was your next dealing with him? 
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Mr. Mensrx. Well, my next dealing, financial dealing, was in | 
believe May of this year. 


Mr. Watxace. What was that? 

Mr. Mensrx. That was making of the $200,000 mortgage on his 
hotel which came about this way: 

We had another convention in Florida last year in November, and 
I stopped in to see Mr. Hodge with several other savings and loan men, 
and I made a casual remark that this would be a good risk for a 
$200,000 mortgage, anticipating or figuring that the value of the 
property was worth more than a half a million dollars. 

Well, this past February he called me and wanted to know if I 
would place a $200,000 mortgage on the hotel. I told him I wasn’t 
just ready to handle something like that myself. So in May we made 
a mortgage of $200,000, and we made it at 414 percent interest, pay- 
able $1,600 a month, and he organized a corporation by the name of 
Debra Investment Co., of which Mr. Crossman was the president, who 
is a resident in Fort Lauderdale. 

Mr. Watxace. Who is Mr. Crossman ? 

Mr. Menstx. He was the president of the corporation. 

Mr. Wauiace. What’s his first name? 

Mr. Mensrx. Bruce. 

Mr. Watuace. Bruce Crossman ? 

Mr. Mensix. That’s right. And Walter Crane, a local attorney, 
was secretary of the corporation. 

Mr. Wattace. Walter Crane? 

Mr. Menstx. Uh huh, They executed the mortgage, and this was 
all handled through the Broward National Bank at Fort Lauder- 
dale, and we sent them $197,000 after deducting a 1-percent commis- 
sion and attorney’s fees and reviewing the mortgage papers. Broward 
National Bank took the $197,000 and paid off, I understand, two 
existing mortgages that were there. 

Mr. Wauxace. What were the existing mortgages? 

Mr. Menstx. Well, I believe one was for $65,000, and I believe 
another one was for $75,000. I’m not sure, 

Mr. Watiace, Who were those with ? 

Mr. Menstx. Well, I don’t know. I think one of them was Mr. 
Hodge’s partner. He apparently took the mortgage back for his 
interest or half interest or part of his half interest. And the other 
one was for a construction loan, I believe, and who that went to I 
don’t know. The bank down there would know about it. 

The only thing I did find out, that there seemed to be a lot of 
mystery about an additional $200,000 mortgage that was unrecorded, 
but I found out the circumstances about that mortgage, and it was 
like this: 

Mr. Hodge at one time had a different attorney down in Fort 
Lauderdale, and apparently he discharged the man, but when he did 
discharge the man, this man did draw up a mortgage in that amount 
and did not record it. And when the quit-claim deed was passed by 
Mr. Hodge’s partner to Mr. Hodge, this attorney knew of this mort- 
gage that was not recorded, and he stipulated in the deed “subject to 
an unrecorded mortgage” in that amount to the Southmoor Bank. 

Well, my attorney down there in Fort Lauderdale had to get a 
release deed from the Southmoor Bank that there was no such mort- 
gage, they; had no interest in a mortgage, and that they waive all 
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interest in a mortgage of that type. Consequently, I was able to get 
a guarantee policy from the title company down there, and we had a 
first mortgage on the property. 

Mr. Wauxace. That’s when you made the $200,000 mortgage? 

Mr. Menstx. That’s right. 

Mr. Watiace. Who made that mortgage! 

Mr. Mensux. We made it through City Savings as an agent for 
Allied Investment Co., which is my holding company. 

Mr. Wauxace. City Savings, the agent, was that the group that 
vot the commission and then the Allied Investment Co. paid $197,000? 
~ Mr. Menst&. Took it over from that point. 

Mr. Wauuace. Did the Southmoor Bank have any loans on that 
property, either a construction loan or mortgage or personal ? 

Mr. Menstx. They may have been a trustee of a mortgage. You 
see, in the mortgage business quite often in Chicago here, and I believe 
throughout the country—for banks to act as trustees in making of 
mortgages for insurance companies and other investors. Now, they 
may have been listed and the mortgage may have been recorded that 
they were the holders of the mortgage, but they were actually acting 
possibly, might have been, for somebody else. Who that somebody else 
is I don’t know. 

Mr. Watxace. If they were trustee for a loan of some sort on the 
property or with respect. to the property, would there be any way of 
knowing who really held the loan? 

Mr. Mensik. Yes, by going to the Fort Lauderdale—I mean to the 
Southmoor Bank and asking them, I guess. 

Mr. Wattace. There’s nothing in the records of the Southmoor 
Bank to indicate that they held the mortgage. 

Mr. Mensrx. Well, the only other thing that I can suggest, Mr. 
Wallace, that you have a representative contact the Broward Na- 
tional Bank and find out who they paid the money from the proceeds 
of our loan in order to get that mortgage waived on that property 
and receive quit-claim deed for it. 

Mr. Wattace. Do you know if that was actually owed to the South- 
moor Securities Co? 

Mr. Menstx. That I wouldn’t know. 

Mr. Wauace. Did you have any dealings with Mr. Hodge between 
November 1952 and—when did he approach you—February 1956? 

Mr. Mensrx. February. 

Mr. Watxace. No; it was last November you say that you thought 
this would be good property to make a loan on? 

Mr. Menstx. Good time to make—that is, when I was visiting there 
during convention time. 

Mr. Watace. Then in February he approached you on it and ulti- 
mately a mortgage was made? 

Mr. Mensrs. In May. 

Mr. Watxace. By City Savings for Allied Investment Co. ? 

Mr. Menstx. I brought the photostatic copies of this particular 
mortgage. The entire transaction is right here. 

Mr. Wau.ace. Could that be made part of the record ? 

Mr. Menstx. Yes. 

Mr. Watxaceg. Or is there some reason it should not be? 

Mr. Chairman, may we make this mortgage a part of the record? 

Senator Sparkman. That will be done. 
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Mr. Menstx. Letters here from the Broward National Bank and 
everything else. 

(The information referred to had not been received at time of 

printing. ) 
, Mr. Wauuace. He contacted you in February 1956, and he was in- 
terested in the $200,000 mortgage. Did he say why? 

Mr. Menstx. No; he didn’t tell me why. I presumed it was to con- 
solidate the debts on the hotel or that he was going to do some more 
expanding over there. I do know that he built an addition there after 
he purchased the hotel in 1952. He built an addition in 1953 or 1954, 
and maybe had some bills to pay. I just can’t—I wouldn’t be able to 
tell you that. 

Mr. Watiace. Do you know who were the stockholders in the Debra 
Investment Co.? 

Mr. Menstx. That I don’t know. You’d have to check with the 
president and the secretary of the corporation. 

Mr. Wauwace. I understand you own a hundred shares of stock in 
the Elmwood Park Bank. 

Mr. Mensik. That’s right. 

Mr. Watiace. What did you pay for the stock? Was it $29 a share? 

Mr. Mensix. That’s—the way I became interested in the Elmwood 
Park Bank, last year again either November or December I happened 
to be in Mr. Hodge’s office I believe or could have been down at this 
convention in Florida, and he told me that he was trying to help a 
bank that he reorganized in the Chicago area—and it was the Elm- 
wood Park Bank—and that he thought that they could use a good 
mortgage man on their board. 

Well, during the past 15 years I have handled about 3,000 mort. 
totaling over $50 million, and I—after giving it some consideration 
and due to the fact that Elmwood Park is close to Oak Park where I 
live—it’s the next town and it would be easy for me to drop in to the 
bank—I told him I would consider it. 

And then one day he gave me a telephone call and asked me if I’d 
come dewn the following morning, which I did, and I met Mr. Smith, 
and after we—— 

Mr. Wau.iace. Mr. P. Warren Smith? 

Mr. Mensrs. That’s right; P. Warren Smith. And he asked me 
if I had made up my mind whether I would serve on the bank board of 
the Elmwood Park Bank. I told him I thought I would. I looked 
over the board and the caliber of men on the board stood out as out- 
standing men in the community, and the bank looked like it was 
making very good progress, and it was in the growing, established 
business district, and I felt that it would be a good place to serve on a 
bank board. And soI told him I would. 

Then he told me that he would arrange to see that I would get a 
hundred shares of qualifying stock and talked with Mr. Smith and 
said, “Now, will you see that Mr. Mensik can buy a hundred shares of 
stock in the Elmwood Park Bank?” 

Well, I received a letter from Mr. Smith in January telling me that 
he was enclosing 100 shares of stock of the Elmwood Park Bank and 
that if I would send him a check of $2,900 for same. 
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Well, I mailed him the check for $2,900, and at the first board 
meeting of this year in February he introduced me, took me over, and 
| met the board, and 

Mr. Wauxace. Who introduced you ? 

Mr. Menstx. Mr. Smith. 

Mr. Watiace. Did you know that Mr. Smith was holding this stock 
for Orville Hodge? 

Mr. Menstx. No, I didn’t at that time. The only time I knew 
about that was after it came out in the newspapers. I know he showed 
an unusual interest, and my thinking was that he was trying to do a 
good job then, I guess, to help the bank. 
~ Mr. Wattace. You did think it was somewhat unusual for the 
auditor to take such a special interest in this one particular bank? 

Mr. Mrenstx. No—well, I don’t know—my thinking is that if a 
bank might be weak that if an auditor can eon in any way to 
strengthen the board or the officers of a bank, he should. 

Mr. Watxace. You didn’t know that Mr. Hodge held stock in the 
ba nk ¢ 

Mr. Menstx. No; I didn’t. 

Mr. Watiace. And you didn’t find out until Mr. P. Warren Smith, 
who was the nominee for Hodge, made this public in the press ? 

Mr. Mensrx. That was the first time that I knew about it. 

Mr. Wauxiace. Could there have been any other interest Mr. Hodge 
might have had in this that went through your mind other than the 
fact that he had an auditor’s—what did you call it?’—an auditor’s 
interest ¢ 

Mr. Menstx. Well, I called it an auditor’s interest—of a good super- 
visor trying te strengthen financial institutions that are under his 
supervision. 

Mr. Watxacr. Was that usual for someone who is a supervisor of 
financial institutions to put members on the board of directors? 

Mr. Menstx. It’s not usual for them to put members on the board, 
but I imagine that at times when there is need for a director—I as- 
sumed that maybe the management needed a mortgage man on the 
board, and maybe that was mentioned to Mr. Hodge and maybe he 
thoughtofme. That’s the—— 

Mr, Wattace. Did he say that there had been any difficulties with 
respect to mortgage problems ? 

Mr. Menstx. No, no. In fact, at all the board meetings I have 
attended I have found that the bank has been very conservative and 
all the directors have displayed a great deal of interest in the affairs 
of o bank, and they’re watching out for the interest of all the deposi- 
tors there. 

Mr. Wauiace. Have you ever been on the board or an officer of 
any other bank ? 

Mr. Menstx. No; I wanted this—one main reason why I wanted this 
experience was that there is a kind of a competitive fight between the 
savings and loan business and the banking business, and I thought 
this might give me a little firsthand information why and how banks 
ire operating and what their procedures are. In the past, the banks 
are always appearing before this committee in Washington urging 
that savings and loan business should be taxed more, and should be 
regulated more, and that they should be curtailed in their operations. 
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And when we had this new guaranteed stock law passed in the State 
of Illinois, it was the bankers association that fought the legality of 
it in the State of Illinois here, and it was carried up to the State su- 
preme court, and in May of—May 24 of 1955—the State supreme court 
upheld the guaranteed stock law. 

In this guaranteed stock law we have approximately 500 associa- 
tions throughout the United States, and they are operating in 15 
States, and they have approximately $4 billion in assets. 

Mr. Watxace. Did you have any other business dealings with Mr. 
Hodge other than the Esquire Apartment Hotel, this $8,000 personal 
loan? Incidentally, did he pay that back ¢ 

Mr. Menstx. Yes, he did. 

Mr. Wauxace. Did he pay it back at the time he got the $200,000 
mortgage ? 

Mr. Mensrx. No, he paid that about 6 months after that. 

Mr. Watxace. I see. 

Mr. Menstrx. But there was one item there of $6,800 that we gave 
him a contribution to for political advertising. You see, in our associa- 
tion our gross income this year will amount to approximately $2 mil- 
lion, and we normally would spend about $150,000 in advertising. 
And out of that $150,000 we would put approximately 10 percent into 
political, civic, and charitable contributions and advertising. And it’s 
not uncommon for our association or any other association to buy a 
page ad in a program or a booklet or buy tickets for a dance or buy 
tickets for a boxing event, and these organizations would use this 
money to maintain their offices and to take care of their charitable 
cases in the ward, and on their many ward picnics we might give $100 
or $200 where free ice cream and candy and soda pop would be given 
to the kids. 

And we just felt that it was just good will; that was all. 

Mr. Watxace. Did you make any direct political contributions? Is 
that what the $6,800 was? 

Mr. Mensix. Well, the $6,800 was $4,000 to Mr. Hodge—wanted to 
get a good vote turnout for April in the primary. Apparently he felt 
that the primary of this year was not very deciding and that there 
were many young folks who became of age who would be voting for 
the first time, and he thought it would be a good idea to advertise over 
the TV stations and the radios in the State of Illinois here to bring 
out the vote. 

Then about $2,800 of that amount was supposed to go to legislators 
in their campaigns either for election or reelection who would be 
friendly to the savings and loan business, because every year down in 
Springfield again we have the same situation we have in Washington. 
We have a constant fight with the bankers’ groups and other groups 
who are constantly trying to have legislation passed that sometimes 
might curtail the activities of the savings and loan business. 

Now, in the law there is nothing wrong in a savings and loan associa- 
tion giving a political contribution or paying for a political ad. We 
give to both parties, and I have given to both Democratic and Repub- 
lican candidates, and I have been doing that for the past 10 years. 
Many of my closest friends are Democratic public officials. 

And I don’t mind saying to you right now that as far as I’m con- 
cerned politics is secondary with me, and I consider the people who 
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are in it as friends that I may have in it, and I'll go out of my way 
sometimes to help them. 

I did that in a case here about 3 years ago when Mr. Barron was 
running for county recorder. Well, he was a Democrat, and I went 
out of my way and contributed heavily toward his campaign. I think 
he was one of the few Democrats that was elected at that time. 

I have helped out local aldermen. I have helped out local ward 
public officials. Each one of these—in Chicago we have 50 wards, 
and in most cases alderman or ward committeeman—he’s usually 
holding the same office—will have a political office and he’ll have 2 or 3 
employees in there, and in my opinion it must cost $25,000 to $35,000 
a year to operate that office, and he takes care of all the little problems 
that come up in his particular ward that the people have from time 
to time. 

Mr. Watxace. Mr. Hodge testified to us that when he made political 
contributions out of his envelope account that he personally put the 
money in, but it seemed that in this particular instance that his per- 
sonal money which he put into the envelope account came from you to 
the extent of $6,800. Is that correct? 

Mr. Menstx. No; the $6,800—I told him to send me a bill from the 
advertising agency that was handling this, which they did send me a 
bill, and we mailed out a check to the agency, and that’s all I can tell you 
about it. 

Mr. Watiace. Do you have the canceled check ? 

Mr. Menstg. Yes; we do. 

Mr. Wauxace. Would you furnish the check? 

Mr. Menstx. I don’t have it with me. 

Mr. Wauxiace. Well, would you furnish that or a copy of it for 
the record ? 

Mr. Menztx. Yes, I will. 

(The information referred to had not been received at time of 
printing. ) 

Mr. Watiace, A newspaper account of this ledger of April 24, 1956, 
has a deposit in City Savings of $6,800, but if you paid the check 

Mr. Menstx. That was the check that was for the advertising, the 


political advertising, and the contributions to help friendly legislators, 
both parties, for the savings and loan business. 

Mr. Wautxace. What I can’t figure out is if you wrote the check to 
the advertising com a how did it wind up in the envelope account? 


Mr. Mensrx. Well, I don’t know. Here’s what happened. Mr. 
Ike Voltz, who has passed away since that time, was secretary to 
Mr. Hodge, and he told me that he was sending a messenger over with 
the bill from the agency and wanted to know if he could pick up the 
check, and I told him yes, and so he came over and—sent someone over, 
and this fellow came over and left the bill with us, and we gave the 
check to the agency. 

Mr. Wauiace. Who was the check made out to? 

Mr. Menstx. I think Commercial Broadcasters. 

Mr. Waxtace. Commercial Broadcasting ? 

Mr. Menstx. Uh-huh. Now, what happened there from that point 
on, I don’t know. 

Mr. Wau.ace. As far as you’re concerned, the $4,000 was a check 
to Commercial Broadcasting, and the $2,800 was cash to—— 

Mr. Menstx. No; the $2,800 was for advertising that he was going 
to have for these friendly legislators in their campaigns. 
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Mr. Wattace. In other words, he gave the money to the legislators 
for their campaigns? 

Mr. Menstk. Well, I don’t know if he did or not, but he was going 
to use it, I guess, for that purpose, for advertising purpose. 

Mr. Wautace. Did Mr. Hodge tell you that he was going to give 
this money to these legislators in both parties ? 

Mr. Mensrx. Well, he didn’t put it that way. He just said that he 
was going to see that it would be used for publicity and advertising for 
these men who are friendly toward our business. 

Mr. Watxace. In both parties? 

Mr. Mensrx. Yes. 

Mr. Watxace. Did he say both parties? 

Mr. Mensrx. Both Democrat and Republican. 

Mr. Wauuace. He told you he was contributing to both ? 

Mr. Menstx. Yes. 

Senator SparkMAN. Mr. Mensik, let me ask you at that point: Your 
savings and loan organization—organizations—are there more than 
one? 

Mr. Menstx. Yes; there’s three. 

Senator SparkMAN. Three that you are connected with? 

Mr. Menstk. That’s right. 

Senator Sparkman. Are their deposits insured under the Federal 
Savings and Loan Insurance Corporation ? 

Mr. Menstk. No, but, Senator, if you know the savings and loan 
business, all of our money is invested in first mortgage loans on 
homes and apartments and stores or in Government bonds and cash, 
and in the United States we have approximately 6,000 associations, 
of which 3,000 in my opinion do not have this feature. In the State 
of Illinois we have about 450 associations of which about 200 don’t 
have this protection that you're talking about. 

But at City Savings there we have $1,400,000 in reserves. We keep 
a large cash balance. And in the guaranteed stock associations we 
have an additional reserve, that the ordinary mutual savings and 
loan association doesn’t have, i in the form of this guaranteed stock. 

This guaranteed stock that I own means that if there are any losses 
I’m the first one to take the loss, and the savings account holders are 
the last ones to take a loss. 

Senator SparkMaN. I’m not sure that I understand yet. Is any 
one of the three that you are connected with covered by Federal sav- 
ings and loan insurance? 

Mr. Menstx. No. 

Senator Sparkman, All right. 

Mr. Rocrrs. Mr. Mensik, isn’t one of them a  wceit of the Federa! 
Home Loan Bank System? 

Mr. Menstx. Yes; one of them is a member of the Federal Home 
Loan Bank System, and under the Federal Home Loan Bank System 
we can borrow up to 50 percent of our assets, which is about $17 
million. 

In connection with what the Senator mentioned there, I think that 
it would be a wise policy if this committee here would find some way 

‘o make it possible for these other institutions that do not have this 
feature from the Federal Savings and Loan Insurance Corporation— 
by trying to find out why. 
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A couple thoughts on my part would be that when an association 
has been operating for 5 years or more—and in most cases these asso- 
ciations have been operating for 25 years or more throughout the 
country—that upon a certificate from the supervisory authority that 
the Insurance Corporation shall be—mandatory upon them to give 
them this protection. That’s one thought. 

On the second thought, I think that. where we have State laws and 
they allow certain associations to be organized but a certain amount 
of capital to be put into these associations, upon the certificate from 
the supervisory authority I think again the Insurance Corporation 
should be required to give them this particular feature and protection. 

The Insurance Corporation in the past has given this protection 
to Federal savings and loan associations who have had assets as low 
as $10,000. And State institutions like in Chicago want this particu- 
lar feature. They like to see that they have at least a million dollars 
in assets, 

Senator SparkMan. Let me ask you one more question. In the one 
association which is a member of the Home Loan Bank Board, part 
of its et: you are privileged to get insurance on that one, are 
you not 
~ Mr. Menstx. I am, but I wanted to convert that into a guaranteed 
stock association, and we wanted to have a test case before the State 
supreme court, where we could convert from a mutual association to 
a guaranteed stock association. 

Mr. Wauxace. Mr. Mensik, other than the $200,000 mortgage and 
the $8,000 loan, did you have any other business dealings with Mr. 
Hodge? 

Mr. Mensrk. Well, I’m just trying to recollect. Oh, yes; Mr. 
Hodge has a building company in Wood River, Ill. 

Mr. Watxace. Is that Alton Wood River? 

Mr. Mensrx. Alton Wood River, Ill. And he made some FHA- 
insured loans through the Alton Bank & Trust Co., I believe it was 
down there. And apparently this bank wanted to sell these FHA 
mortgages, and we purchased 6 or 7 of these mortgages. They were 
all on small homes in the amounts of eight or nine thousand dollars, 
I believe, at Chicago Guarantee Savings Association there. 

Mr. Watxace. Can you tell us how this particular transaction came 
about? Did Mr. Hodge come to you and say, “We'd like to sell you 
some mortgages”? Or what? 

Mr. Menstx. Well, he did. It’s a common practice for banks to buy 
Veterans’ Administration loans or Federal eciee loans from one 
another. It’s a common practice for savings and loan associations to 
buy from banks or from savings and loan associations. And he did 
tell me that he had a development going on there and that there would 
be approximately 400 homes built there and wanted to know if I 
would buy any of the mo in this particular development. I 
told him that we would go along with him on approximately 20 or 25. 

We purchased 7 or 8. We gave him a commitment for 15, but we 
canceled the commitment for the 15 additional mortgages on these 
small homes after this scandal broke out in the newspapers. 

Mr. Watxiace. What was the arrangement in this regard? Who 
was acting as agent and who was the purchaser and-—— 

Mr. Mensrx. Well, the way I remember—I didn’t handle the de- 
tails. It was handled through Chicago Guarantee Savings. But, as 
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I remember it was, the check was made out to the Alton Bank & Trust 
Co., and they forwarded the mortgages to the Chicago Guarantee 
Savings Association. 

Mr. Wauiace. Who actually bought the mortgages? 

Mr. Menstk. Chicago Guarantee Savings Association. 

Mr. Watiace. And who was the agent? 

Mr. Mensrx. I happened to be the agent. 

Mr. Wautace. You personally were the agent? 

Mr. Mensix. That’s right. 

Mr. Watuiace. What was the total amount of these mortgages? 

Mr. Menstx. Oh, I'd say from $65,000 to $75,000. And they’re all 
insured a hundred percent. So—— 

Mr. Watxace. What was your commission ? 

Mr. Menstx. I had no commission. 

Mr. Watuace. You just did it without commission ? 

Mr. Menstx. I did it this time without any commission. Normally 
we charge 1 percent. 

Mr. Wauxace. You normally charge 1 percent ? 

Mr. Mensrx. One percent; that’s right. 

Mr. Wauiace. Why didn’t you charge 1 percent in this instance? 

Mr. Menstx. Well, I don’t know. I just—I just thought I was 
doing the man a little favor I guess. 

Mr. Wauuace. One percent would be $650 or $700. 

Mr. Mensixk. I didn’t hear that, Mr. Wallace. 

Mr. Wauace. I was just trying to figure out what 1 percent would 
be. It would be $650 or $700. 

Mr. Menstx. Six hundred 

Mr. Wauuace. When did you apply to Orville Hodge as auditor 
for charters for these two savings and loan associations? What were 
the names of the new ones, the stock ones? 

Mr. Menstx. Chicago Guarantee and First Guarantee. 

Mr. Wattace. Chicago Guarantee and First Guarantee ? 

Mr. Mensix. That’s right. 

Mr. Wattace. When did you apply for those charters ? 

Mr. Menstx. Well, the law was passed in the legislative session of 
1952. 

Mr. Wattace. But that had to go through the courts? 

Mr. Menstx. And I applied for both of the charters in July of that 
year. Mr. Hodge refused to give the charters out until the State 
supreme court upheld the validity—the legality—of the law. 

fr. Watiace. You applied in 1952? 

Mr. Mensrx. That’s right. It was in his office for 18 months. 

Mr. Wautace. That was before he came into office; wasn’t it? 

Mr. Mestx. No; I meant 1954 when the legislature passed the Guar- 
anteed Stock Act. In 1954. 

Mr. Watuace. They passed it in 1954? 

Mr. Menstx. In 1954. 

Mr. Wattace. That’s when you applied ? 

Mr. Menstx. That’s when naniiels and then—— 


Mr. Watxace. Mr. Hodge wouldn’t pass on it? 
Mr. Menstx. No; he wouldn’t issue a charter. 
Mr. Wauuace. Until what? 
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Mr. Mensrx. And then May 24, 1955, the State supreme court came 
along with their decision, and we obtained 2 charters, and since then 
about 10 more have been issued in the State of Illinois. 

Mr. Waxtace. When were your charters issued? Were they issued 
at the same time? The 2 charters? 

Mr. Mensrx. Well, they apparently were. I’d say the first week in 
June, somewhere in there. 

Mr. Wauxace. First week in June? 

Mr. MenstK. All the papers were ready and everything waiting 
there for 18 months so there was nothing to it. It was just a matter 
of going ahead. But before we received our charters they were pre- 
sented to the building and loan advisory board. Now, this advisory 
board is composed of 5 members, and 4 of these members are savings 
and loan managers who have been doing business or running associa- 
tions for 5 years or more. And one member is the auditor himself or 
his representative. Well, this organization passed on the need and the 
right to open up these new guaranteed stock associations and their 
locations. 

Mr. Watxace. Mr. Mensik, you paid out $6,800 for political adver- 
tising and what other purposes Mr. Hodge wanted to use the money 
for, and shortly—about a little more than a month later—you were 
given 2 charters for these savings and loan associations. Is there any 
connection between these—— 

Mr. Mensrx. No; you see, the charters were given a year before. 
It’s April 1956 that—— 

Mr. Waoilen: Oh, your $6,800 contribution came after the charters? 

Mr. Mensrk. Yes; it was in April of 1956, and the charters were 
issued in June of 1955. 

Mr. Wattace. The $6,800 came after? 

Mr. MenstKx. Had nothing to do with it. 

Mr. Wattace. I see. Who else have you contributed as much as 
$6,800 to? 

Mr. MenstK. Besides the $6,800? 

Mr. Wattace. Have you ever contributed $6,800 to any other 
candidates ¢ 

Mr. Menstx. No; the reason why I gave the $4,000 was to get out 
the young voters. Now, it was more of a public service than anything 
else. And the $2,800 as I mentioned was for campaign advertising 
for State legislators. I have given amounts as high as $1,000, $500 and 
$200 to various public officials as I mentioned before. 

Coming to think of some of those that I have given to, I gave 
$500 to rte Kells, who was the unsuccessful candidate for county 
treasurer of Cook County, a Democratic candidate. 

Mr. Watxace. When was this? 

Mr. Menstx. This was I believe in 1954. I’mnotsure. 1952. One. 

Mr. Wauxace. County treasurer of Cook County? 

Mr. Menstx. That’s right. 

Mr. Wautace. Who? 

Mr. Menstx. George Kells. 

Mr. Watiace. He wasn’t a candidate, was he? 

. Mr. Menstk. Yes, he was a candidate for county treasurer against 
renZa. 

Mr. Watuace. Mr. Brenza won, didn’t he? 
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Mr. Menstx. Yes, but George Kells was the man that 1 supported. 
sl Watsace. Oh, I see. When did you acquire a currency ex- 
change? 

Mr. Menstx. The currency exchange, I had that from the time | 
had City Savings Association. That was about 12 years ago. And 
it’s one of the few currency exchanges that operates in the savings 
and loan business. 

The reason for that is that we had this business established before 
a law was passed regulating currency exchanges. 

And it primarily issues money orders, drafts, and cashes checks. 
Now, in cashing checks, I want to say this once and for all again: 
That Mr. Hodge never cashed a State draft or a State warrant in any 
of—in my currency exchange. 

Mr. Wattace. Do any of your savings and loan associations have 
public deposits? 

Mr. Menstx. No; savings and loan associations I don’t believe 
qualify for public deposits of either the State of Dlinois, the city of 
Chicago or the county of Cook. It’s primarily the banks. I wish 
we did have some of that money because we could make a little money 
on them, because—— 

Mr. Wauxace. Do you think these deposits would be valuable? 

Mr. MenstK. Yes; I believe they would. You pay no interest on 
the—well, let’s assume like in the past here in the county, if you 
received a million dollars and put that million dollars—and paid no 
interest on it—and then put that million dollars into Government 
bends, you would stand to make $30,000 profit on that million dollars. 

Mr. Watxiace. Suppose you didn’t put it in Government bonds! 
Suppose you already had your collateral in bonds in your portfolio. 
How much could you make on it then? 

Mr. Menstx. Well, you could loan it on mortgages, insured mort- 
gages, or FHA mortgages, and get 414 percent. That would be $45,000 
on the million dollars. 

Mr. Wauiace. How much would you make if you put it in FHA title 
I loans 

Mr. Menstx. Well, the average—— 

Mr. Wattace. Or home-improvement loans? 

Mr. Menstk. The home-improvement loans, that’s a discount. Un- 
der the FHA system there-—— 

Mr. Wattace. What do you secure on that? 

Mr. Menstx. We call it a discount, not interest, and that’s a 5 
percent discount. But it figures out to be a 9 percent interest, so— 

Mr. Wa.iace. How much would you make on a million-dollar 
deposit ? 

Mr. Mensrx. You’d make $90,000. 

Mr. Watxace. $90,000? 

Mr. Mensrx. That’s right. 

Mr. Wattace. You could make as much as $90,000 on a million- 
dollar deposit ? 

Mr. Menstx. That’s right; you could. 

Mr. Wauuace. Normally you’d probably balance it over other in- 
vestments so it wouldn’t be that much, but it would probably be be- 
tween $30,000 and $90,000? 

Mr. Mens. Between $30,000 and $90,000 the savings and loan 
could make if they had the proper cash and bonds on hand. 
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Mr. Watiace. Mr. Chairman, I would like to stop the questioning 
of the witness at this point for various reasons. I would like to stop 
the questioning. 

Senator SPARKMAN. You mean and ask Mr.—— 

Mr. Wauxace. I’m through. 

Senator SpAaRKMAN. Do you have any questions at this time, Mr. 
Rogers ¢ 

Mr. Rogers. No. 

Senator SPARKMAN. I'll not ask any more at this time. 

It’s your wish to have Mr. Mensik stay here ? 

Mr. Watiace. No. 

Senator SPARKMAN. But be available? 

Mr. Watiace. He should be available, but I do not wish to question 
him about any other subjects. 

Mr. Menstx. May I say this, Senator: We have a convention in 
New York beginning Sunday. I would like to be away all next week. 
If your hearings come up after that, I'll be glad to come in any time. 

Senator SparKMAN. That’s all right, Mr. Mensik. Unless you 
should get word from us—and we'd certainly give you reasonable 
notice—we shall not want you back at all. 

Thank you very much. I’m going to ask the committee to stand 
in recess for 10 minutes. 

(Whereupon, a short recess was taken.) 

Senator Sparkman. Let the committee come to order, please. 

Our next witness is former Governor Dwight Green. (Governor 
Green, would you come around, please, sir ? 

Would you hold up your right hand ? 

Whereupon Dwight P. Green was duly sworn as a witness by Sena- 
tor Sparkman, and was examined and testified as follows: 


TESTIMONY OF DWIGHT P. GREEN 


Senator Sparkman. Weare very glad to have you with us. We ap- 
preciate this response to our invitation to testify. 
Mr. Green. I am very happy to be here, Senator, and to cooperate. 


Senator Sparkman. I will ask Mr. Wallace to start the questioning. 

Mr. Watuace. Hello, Governor Green. 

Mr. Green. Bob, glad to see you again. 

Mr. Watiace. Governor Green, would you identify yourself and 
tell the committee briefly your background? I think most people know 
it. but for our record we would like to have that. 

Mr. Green. I will be very glad to. I was born in 1897, January 9, 
in Ligonier, Ind. I was reared there. I went to grammar school, 
high school and—do you want my schooling background ! 

Mr. Watiace. Very briefly. 

Mr. Green. Well, I was in Wabash College for 2 years. World 
War I, instructor in the Aviation Section, Engineering Corps; ad- 
mitted to the practice of law in Illinois in 1922; practiced here, special 
attorney, Bureau of Internal Revenue, appointed by President Hoover 
as the United States attorney here in Chicago in August 1932. I 
served in that capacity until June of 1935. 

I reentered the practice of law, served as Governor of Illinois for 
5 years in the 1940’s. I reentered the practice of law, now engaged 
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in that, and as you know, I am also chairman of the board of Elm. 
wood Park. 

Mr. Watxiace. Governor Green, before you became associated with 
the Bank of Elmwood Park, had you ever been associated with any 
other bank ? : 

Mr. Green. No, sir. 

Mr. Wauxace. You are an attorney ? 

Mr. Green. Yes, I am. 

Mr. Wax.ace. During the years that you have practiced law, have 
you represented banks in a legal sense or acquired any special expertise 
in the field of banking? 

Mr. Green. No, except in some isolated matters. I can’t say that 
I hold myself out as an expert in banking. 

Mr. Watuace. You have never specialized in State or Federal laws 
dealing with banks? 

Mr. Green. No, I have not. 

Mr. Watace. So that—were you ever known as a person who in- 
vested in banks aside from having any expert knowledge in banking 
work? Were you ever known as a person who helped groups to 
invest in banks? 

Mr. Green. No. 

Mr. Wauxace. I see. Would you tell the committee when you first 
heard of the difficulties that the First State Bank of Elmwood Park 
was having ? 

Mr. Green. Yes. Outside of what I read in the press regarding 
the closing of three banks by the State auditor, the first time I became 
interested in it at all was when Mr. Lloyd Drexler, who had ‘been 
president of the South Shore National Bank, I believe it was, came 
to my office to see an associate of mine, Mr. Theodore Weinberg, who 
had represented Mr. Drexler in other matters. 

Mr. Watiace. When was this? 

Mr. Green. That, as I recall it, was about a week after these banks 
had been closed. - 

Mr. Wauuace. The banks were closed, Mr. Hodge closed these banks 
on April 11, 1953? 

Mr. Green. I believe that is correct, yes, April 11. 

Mr. Wattace. Go ahead. 

Mr. Green. Well, it was about a week after that that Drexler came 
to see Weinberg and then they came into my office to talk to me about 
it, and Mr. Drexler explained his experience in banking and what 
he had done previously, and then showed me the newspaper clippings 
that he had reporting various events regarding the closing of the 
banks, and pointed out to me that apparently there were three condi- 
tions that the State auditor had laid down for these banks to be 
reopened. 

One was that the president, Mr. Beutel, would have to be removed. 

The second one was that the controlling stock of the banks would 
have to be purchased, I believe that the controlling interest of the 
stock at that time was owned by the Bankers Discount Co. of Dallas, 
Tex., and also that the paper, so-called questionable paper, that was 
in these banks, that that paper would have to be removed. 

And he indicated that he thought that this would be a good oppor- 
tunity to undertake to buy the stock or at least controlling interest 
of these three banks. 
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Mr. Watiace. Buy the stock of all three banks? 

Mr. Green. Yes. We discussed that pro and con, and finally it 
was suggested that I contact the State auditor’s office to find out 
what the circumstances were and just who had control of the stock of 
these banks, and who it would be necessary to contact in order to get 
a starting point. 

Mr. Wautacez. This was the First State Bank of Elmwood Park, 
the Devon North Town Bank, and the West Irving Bank, those were 
the three banks that you have reference to? 

Mr. Green. Exactly. 

Mr. WAunace, And Mr. Drexler and Mr. Weinberg came to you to 
discuss the matter. They were interested in purchasing all three 
banks ¢ 

Mr. Green. Correct. 

Mr. Watuace. Did they give any reason why they were coming 
to you to discuss this? 

Mr. Green. Well, I think that was only a happenstance. After 
Mr. Drexler had contacted Mr. Weinberg he, being an office associate 
of mine, I think they just naturally came to see me. 

Mr. Wautace. Why did they bring you into it? Why didn’t Mr. 
Weinberg contact the auditor’s office himself, do you know? 

Mr. Green. I don’t know. I suppose because he figured that I 
would know how to get around the State auditor’s office, and by 
getting around I mean I would know who to see, talk to, and get the 
basic facts from. 

Mr. Wautace. Did you know Orville Hodge personally at that 
time ? 

Mr. Green. Oh, yes. 

Mr. Wautace. When did you first meet him ? 

Mr. Green. I believe the first time 1 met him was when he became 
a member of the State legislature, the house of representatives, which 
was then the 1947 session. 

Mr. Wautiace. You were Governor at that time? 

Mr. Green. Yes, I was. 

Mr. Wauttace. Had you known him well or only very cursorily? 
Did you know Mr. Hi well ? 

Mr. Green. No, I had probably met him in the course of campaign- 
ing, but I didn’t know him well. 

Mr. Watuace. What was your relationship with Mr. Drexler in 
the beginning, when you first talked to him? Was he a client or an 
associate, or a partner, or just what was your relationship with Mr. 
Drexler ? 

Mr. Green. Well, at that time I rather looked upon it as being in 
the capacity of an attorney and he a client. Later on the relation- 
ship developed much more closely, and we finally decided to set up 
the Drexler-Green Organization Cotimittes for the bank, and if I may, 
Mr. Wallace, I would like to go into that a little bit, because—— 

Mr. Watxacs. I want to get into that in a moment. 

Mr. Green. I don’t think anyone has really heard exactly what 
happened, how it happened. 

r. Wauuace. I would like to do that. 

Mr. Green. And what really took place. 

Mr. Wauuace. I wonder if we could get a little more background 
before we get into what actually transpired. 
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Mr. Green. Surely. 

Mr. Watxace. Thank you. 

Did Mr. Weinberg ever handle any clients by himself, not in asso- 
ciation with you ? 

Mr. Green. Oh, yes, a good many. 

Mr. Wauuéce. But in this particular instance he became associated— 
well, Drexler went to Weinberg and Weinberg went to you? Did 
Mr. Weinberg stay in as a participant? Did he participate with you 
as an attorney first? 

Mr. Green. Yes, he sure did. He worked hard. We had been 
anpeieies in other matters, but he has his own individual clients as 
well. 

Mr. Rogers. Governor, I want to see if we can make that clear. 
Mr. Drexler didn’t hire both of you as attorneys, did he? Would you 
straighten that out for me? 

Mr. Green. Mr. Drexler didn’t give us a retainer fee. I think that 
it arose originally with the idea that we would represent him, but it 
grew into a much closer relationship as time went along, and as events 
happened. 

Mr. Rocers. I know that later on Mr. Weinberg did purchase some 
stock. Right at the beginning I thought Mr. Weinberg turned Mr. 
Drexler over to you to handle his problem. 

Mr. Green. No, he didn’t turn a client over to me. We worked 
together. 

Mr. Rocers. I understand. 

Senator SparKMAN. Are you and Mr. Weinberg partners, or is it 
just a matter of associtaion in the same office? 

Mr. Green. Well, Senator, we are what I call office associates. In 
other words, we have 

Senator SparKMAN. You have individual clients and then you have 
clients together ? 

Mr. Green. We are not partners, but we do have a working office 
arrangement. 

Mr. Watiace. As I gather it, you correct me if I am wrong in 
this regard, Mr. Drexler went to Mr. Weinberg, but Mr. Weinberg 
thought you should be brought into a case of this type? 

Mr. Green. That is right. 

Mr. Watuace. You have told us of this first meeting with Mr, 
Drexler and Mr. Weinberg, about the various problems, the 3 banks, 
and that Mr. Drexler would like to, at least, be a part of a group 
to purchase the 3 banks. What was the first step you took to follow 
up after that? 

Mr. Green. The first thing I did was to go to Ad Mueller in the 
State auditor’s office. 

Mr. Watiace. Was that Adlai Mueller? 

Mr. Green. Ad, A-d. Mueller is M-u-e-l-l-e-r, I believe it is. 

Mr. Watiace. What is his position in the State auditor’s office! 

Mr. Green. I don’t know his exact title, but I think that he was 
the chief examiner or some such title as that. 

Mr. Wauiace. What did you ask Mr. Mueller, and what did he 
tell you? 

Mr. Green. I asked him to tell me a little bit about the cir- 
cumstances with reference to the matter, as to where it stood, and who, 
if anyone, I could contact in order to find out about the purchase of 
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the stock. He suggested that I contact an attorney by the name of 
Johnson, who represented the Bankers Discount Co. He was staying 
at the Morrison Hotel. 

| went back to my office and got Mr. Weinberg and Mr. Drexler, 
called Mr. Johnson, made an appointment with him, and went to 
the Morrison Hotel. There he said that anyone who wanted to buy 
the stock of these banks would also have to buy the paper. He de- 
scribed the paper rather briefly to us, told us that it was install- 
ment 

Mr. Rasp: Was this the discount paper that has been dis- 
cussed 

Mr. Green. This was paper of the Bankers Discount Co., which 
was in the—at least, two of the banks, and I think there was over $2 
million of it in the First State Bank of Elmwood Park. There was, 
I believe, a little over $900,000 in the Devon-North Town. Whether 
or not there actually was paper in the West Irving Bank, I don’t know. 
It was stated that $750,000 of that paper had gone into the West 
Irving, but my recollection is that the West Irving Bank reopened 
more or less on its own power, I think about 10 days after it was closed. 

Now, I am not familiar with just what happened there. 

Mr. Wautace. This Bankers Discount paper, as we call it, is invest- 
ments which come from personal loans, these small-loan companies 
which loan $50, $20, $100, $500 to individuals on a signature basis. 

Mr. Green. Well, I think Johnson referred to it as installment 
paper, small loans on, well, radios, refrigerators, sewing machines, and 
personal loans without collateral, paper of that type. He stated that 
a great part of it had been sold in and around Memphis, Tenn., the 
northern part of Texas, and I think he stated some of it as far west 
as the State of Arizona. 

Mr. Wauxace. Then you talked with Mr. Johnson, but he wanted to 
sell the paper also, is that correct, and that was one of the conditions 
that you couldn’t take? Is that correct? 

Mr. Green. Well, we made an effort to do exactly what he said 
would have tobedone. He wasina hurry to getaway. He was going 
back to Texas, and stated, I believe, that there would be a meetin 
held on the 23d of April, and that if we would like to be there and 
make any proposals that he was sure that they would be glad to have 
us. 

Mr. Wautace. At that time did you know that the Bankers Discount 
Corp. was then in serious financial difficulties? 

r, Green. Not at that particular time. We learned that a few 
days later. I then made an appointment with Mr. Byron Coon, of 
the General Finance Co. 

Mr. Watxace. How do you spell the name? 

Mr. Green. C-0-0-n, Coon, 

We went to him and talked about this paper to see if General 
Finance would be interested in buying it. After a conference of sev- 
eral hours, I would say, with him and Mr. Wonderlic, I believe it is, 
they stated they seal not be interested, but thought that Pacific 


Finance would be. And Wonderlic called Mr. Gagline of Pacific 
Finance and introduced us on the telephone. He stated that they 
knew about this paper, that they would be interested, and that he 
would take it under consideration and would call us the following 
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day, which he did. He asked us to meet him in Dallas, Tex., on 
the, I believe, the 22d of April. 

Mr. Drexler went there. There were representatives, I guess, of the 
FDIC, the State auditor, and different finance companies. I think Mr. 
Markus of the Exchange National Bank was there. 

Mr. Wa.tace. Who represented the FDIC at that meeting in 
Texas? 

Mr. Green. I don’t know. I wasn’t there. 

Mr. Wattiace. You didn’t go? 

Mr. Green. No, I didn’t go. 

Mr. Watiace. Mr. Drexler went? 

Mr. Green. That is right. 

I am reporting now just what Mr. Drexler reported to me after he 
got back ion that meeting at Dallas, but a representative of State 
Finance was there, and two representatives of the finance companies, 
Pacifie and State Finance, got together, and they were going to make 
2 bid on this paper. I think their bid was on all of this paper of 
Bankers Discount, which totaled some $6,700,000. And TI believe that 
their bid was on all of the paper at about 60 cents on the dollar. 

Mr. Markus wanted to bid on the stock of the First State Bank of 
Elmwood Park. At that time I think we were a little more interested 
in Devon-North Town than we were the bank in Elmwood Park, but 
Mr. Markus and Mr. Drexler tossed a coin to determine which one 
would bid on which bank. That resulted in Mr. Markus bidding on 
the First State Bank of Elmwood Park and Mr. Drexler on Devon- 
North Town. 

Mr. Wattace. How do you spell Markus? 

Mr. Green. M-a-r-c-u-s. 

Mr. Wattace. Which Markus is this? 

Mr. Green. Well, he is an officer with the Exchange National Bank. 

Mr. Wattace. What is his first name? Do you know his first 
name ¢ 

Mr. Green. His first name? TI can’t tell you. I don’t know. 

Mr. Watiace. Are you positive about the spelling of that name, 
Governor Green? Could it be M-a-r-k-u-s? 

Mr. Green. It could be. 

Mr. Wattace. We have to keep these separate. 

Mr. Green. It probably is. 

Mr. Wattace. I think it is, aga matter of fact. 

Mr. Green. I know it as Markus. I think—— —_— 

Mr. Wattace. Mr. Markus of the Exchange Bank, is that right? 

Mr. Green. Yes. As far as I know, he is still there. I think Mr. 
Drexler’s bid on the stock of Devon-North Town was its book value 
15 percent, and an allowance for the loss that would be incurred in the 
final disposition of the paper that was in the Devon-North Town. 

Mr. Watiace. These negotiations for taking care of the paper never 
came through, did they, with respect to the Bank of Elmwood Park? 

Mr. Green. Became what? 

Mr. Wattace. Did anything ever come of these negotiations to 
handle this paper? 


Mr. Green. I am sorry, Bob. I don’t think I yet understand your 
question. 





ILLINOIS BANKING SITUATION 531 


Mr. Watuace. You had negotiations—or at least Mr. Drexler had 
negotiations—with various companies to take the Bankers Discount 
paper because that was one of the conditions to take over the bank. 

Mr. Green. Yes, he had those with Pacific Finance. 

Mr. Wauuace. Were any of these negotiations successful ? 

Mr. Green. No, they were not. 

Mr. Watxiace. That is what I meant. 

Mr. Green. They were not successful ? 

Mr. Watiace. After you knew that these would not succeed—these 
negotiations to take care of the paper and to buy the bank—what hap- 
pened between that time and the time you filed an application to or- 
canize a new State bank? 
~ Mr. Green. Well, Drexler came back 

Mr. Watiace. Where are we now in the dates? Can we fix a date 
ofter you knew that these negotiations would not go through! Was 
this in April? 

Mr. Ganda. Yes. These bids were submitted on the 23d of April, 
and on the 24th, as I recall it, Drexler was back and we entered into a 
veneral discussion of everything that had transpired. And there was 
. very strong rumor at that point that Bankers Discount would go into 
involuntary bankruptcy, and in analyzing the bids that had been made 
there we concluded that insofar as Bankers Discount was concerned 
any acceptance of bids would not only wipe out the stockholders of the 
Bankers Discount but it would also impair the debentures, and with 
that kind of a situation it would be necessary for Bankers Discount 
to contact all of its debenture holders before it would have any right 
to accept a bid. So it became obvious to us that that was going to be a 
long-drawn-out affair, and one which presented almost insurmount- 
able difficulties in the purchasing of the stock and the paper. And as 
it developed, Bankers Discount, I believe, did file an involuntary peti- 
tion in bankruptey on the 30th of April. 

Well, with that kind of a condition existent, I might say also that 
somewhere along there we did go to the Main State Bank here in 
Chicago. That is owned largely and controlled by Shirley Tark. We 
went to see him about the Devon-North Town because he owned the 
building in which the Devon-North Town was quartered. Mr. Tark 
was in Europe and couldn’t be contacted. They didn’t know when he 
would be back, but his men told us that they thought that when, as, 
and if he did get back he himself would be interested in Devon-North 
Town because he owned the building, and that he would very likely 
want to organize his own bank and take that bank over, and subse- 
quently he did, as I understand it, file for a permit to organize the Re- 
public Bank, which would be a national bank, and I think authority 
was granted to him by the Federal Reserve System to organize such a 
bank with a capitalization of $500,000. 

Now, that, as I understand it, never came about because the Devon- 
North Town Bank opened, I think, the day after we opened the Bank 
of Elmwood Park. In some way the paper had been removed. There 
had been a change in the ownership of the stock, and Mr. Beutel had 
ceased to be president of the bank. 

Mr. Watxace. This is Devon-North Town ? 

Mr. Green. That is Devon-North Town; right. 

Mr. Watiace. When did that bank open, do you recall ? 





532 ILLINOIS BANKING SITUATION 


Mr. Green. May 28. 

Mr. Watxace. That was—— 

Mr. Green. Yes, we opened the Bank of Elmwood Park on the 27th 
of May, and Devon-North Town was opened on the following day, the 
28th of May. 

Mr. Watace. So then your emphasis was on the Elmwood Bank. 

Mr. Green. Well, after we found out that Mr. Tark would very 
likely take this on, and that we wouldn’t have any opportunity— 
we weren’t told that definitely, but that is the way we sized up the 
situation—it was then that our attention was turned toward the situa- 
ion in Elmwood Park. In the latter part of April we came to the 
conclusion that the only way that that could be handled here was, the 
bank with $2 million— I think $2.1 million—of this paper in it, it 
didn’t look like anybody was going to come up with any kind of an 
offer to take that paper out which would keep the stockholders whole, 
and would most likely dip in or rather interfere with the deposits of 
that bank. We were of the opinion that the only way out of this diffi- 
culty would be to organize a new bank, and we got busy. 

I think that one of the things that happened here, although I under- 
stood there were other people who were interested in organizing a 
bank, I think we worked harder and a little more intelligently in what 
we were doing. I believe—let me see, I think we filed an application to 
get a permit to organize the bank on the 4th of May, which was on a 
Monday. We started the previous Friday, which would be what— 
May 1¢ I guess so—and Mr. Weinberg and Mr. Dempsey and I spent 
almost a whole weekend out in Elmwood Park talking to people about 
the organization of a bank and getting persons to sign a petition. 

Mr. Wautace. Is this when you had a public meeting? 

Mr. Green. No, that was sometime subsequent. 

Mr. Watxace. Later. 

Mr. Green. No, we first had to get—I think, under the Illinois law, 
that you must have petitioners who are residents within a radius of 25 
miles of the situs of your bank to petition to organize. You have to 
first file an application to get a permit. The auditor has to issue a 
permit to you before you can do much of anything. 

Well, we were able that weekend to get 15 signers on such a petition, 
— that was filed with the State auditor on the following Monday, 
May 4. 

From that time on—I think that was the first time any of us had 
any conversations with Mr. Hodge, but we filed our petition and then 
told him what we were interested in doing. We had previously had 
conversations with Mr. Sorensen regarding the capital. We first 
wanted to start out with a capital of $250,000, because at that time we 
were interested in organizing a new bank. We thought that if we 
could get that charter, that then the depositors, that we might become 
the instrumentality through which the depositors could get their 
money because it looked to me, it looked to us as though the First 
State Bank of Elmwood Park would have to be placed in receivership. 

Well, we discussed at some length this matter of capital with Mr. 
Sorensen, and he was pointing out to us all the advantages we would 
have if we did become the instrumentality through which the deposi- 
tors would be paid, that is depositors of the old bank. He got us up 
to $400,000, and finally, $600,000, which we thought—— 
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Mr. Wattace. Mr. Sorensen got you up to $600,000 by pointing out 
there would be a lot of advantages in having a new bank to be the 
instrumentality by which the depositors of the old bank would be 
vaid off ¢ 
| Mr. Green. That is right. And that we would be in that locality 
where there had been a bank, and with the proper kind of effort and 
management 

Mr. Wauuace. What did he say about the possibility of another 
bank being organized close to rent 

Mr. Green. Well, I think that there was an application for, to 
organize a bank in Franklin Park. Yes; that was pointed out to us. 
We thought that that would work against us, at least be to our dis- 
advantage. 

Mr. Wautace. What did Mr. Sorensen say about that? He was 
pointing out the advantages of this bank to you. I was wondering if 
they are liable to give charters for other banks. You would have more 
competition and it wouldn’t be as good an economic venture as it 
would be if there were new banks which might be formed. Did he 
say anything about that? 

Mr. Green. That is the way we figured it. It certainly wouldn’t 
be to our advantage to have another bank in the immediate com- 
munity. Franklin Park is just a few miles west of Elmwood Park. 

Mr. Wattace. Let me get this straight up to date. At first when 
Mr. Drexler heard about these banks being in difficulty, he came to 
Mr. Weinberg who was his attorney, and Mr. Weinberg and Mr. 
Drexler came to you, and you discussed the situation of three banks 
and what the possibility might be to buy them, and then you went 
to see Mr. Mueller in Hodge’s office, and Mr. Mueller told you that 
you should contact a Mr. Johnson. Is that Rudolph Johnson who was 
the attorney 

Mr. Green. I don’t remember his first name. 

Mr. Wautace. Attorney for the Bankers Discount Corp. ! 

Mr. Green. That is right. 

Mr. Wauiace. Who owned these three banks at that time. 

Then your negotiations with the Bankers Discount Corp. failed 
because of your inability to make arrangements to sell at a satis- 
factory price the Bankers Discount Corp. paper. 

At that point you decided that you would like to have a new bank 
which would serve as the instrumentality by which the depositors of 
the old bank would be paid off if that old bank went into receiver- 
ship. That is where we are now? 

Mr. Green. That is right. 

Mr. Wattace. So you went to the community and got a petition 
signed by 15 citizens in the community? 

Mr. Green. Yes; that was the required number. 

Mr. Rocers. Governor Green, when you organized, when you 
ho of filing the re for the new bank, at that point did 
you have in your mind there would be an assumption transaction or 
did that come later? 

Mr. Green. That came later. 

Mr. Rogers. I mean, as I understood your previous testimony, all 
you were thinking of was setting up an entirely new bank to serve 
the community ? . 
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Mr. Green. Yes; that is right. 

Mr. Rogers. Later on, after talking to the FDIC, you learned of 
the assumption process, and then agreed to that? 

Mr. Green. I don’t think I have ever heard of assumption at that 
point. That is, I mean, when we first filed our application, that is 
right. 

Mx. Waxuace. When did you first learn of the possibility of an as- 
sumption transaction ¢ 

Mr. Green. Well, as I recall it, that came about in a discussion had 
with the other officials of the FDIC, Mr. Gover, Mr. Tefft, and Mr. 
Russell, I believe, I think it was later in the week, after we had filed 
our application in the early part of the following week, I am not 
clear as to when that took place. I know, I would say within a week 
afterward. 

Mr. Wautace. Can you tell us the circumstances by which you came 
to learn of the possibility of an assumption transaction? You dis- 
cussed it at a meeting with the other officials of the FDIC. When 
you were talking—as I understand it, you were originally thinking 
only of serving as an instrumentality for paying out the depositors 
of a bank which was going into receivership. 

Mr. Green. That is right. 

Mr. , Watance. How did you learn about the assumption trans- 
action ¢ 

Mr. Green. I learned of that for the first time in our conversation 
with the FDIC. That had to do with capital primarily. 

Mr. Watuace. Oh. 

Mr. Green. I mean, Mr. Gover was rather insistent that there be 
more capital. 

Mr. Watxace. He wanted how much? 

Mr. Green. I think he first talked about $1 million which we felt 
was utterly impossible, and totally unnecessary, but hé gave a pretty 
good argument in behalf of it. We were giving our arguments con- 
trary. 

Mr. Wattace. When you were thinking about $600,000, and he was 
talking about $1 million, at first, you were thinking of a receivership 
for the old bank rather than an assumption transaction, were you 
not 

Mr. Green. Well, the two more or less came together in this regard, 
that the first time that we, when we went to the FDIC, we had made 
our application to organize on the basis of capitalization of $600,000, 
and Mr. Gover thought it should be more. At that time we were still 
talking about the organization of a bank, and we were hopeful 
that we could become the instrumentality through which the deposi- 
tors would be paid in the event there was a receivership. 

Mr. Rogers. Governor Green, is it correct that your purpose in 
meeting with the FDIC was to learn what the requirements were for 
insurance ? 

Mr. Green. Yes. Well, yes, I think that—I am not sure whether 
we had made a formal application for insurance at that time. But 
all of those things that are necessary for the FDIC to pass upon, 
and approve, they were all involved in this discussion, insurance, cap- 
ital, and officer personnel, the members of the board, and all of those 
things were involved. 
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Mr. Rocers. You wouldn’t open up a new bank, regardless of 
whether you had an assumption transaction, without insurance? 

Mr. Green. Oh, absolutely not. I guess there are a few banks that 
do not have insurance of the Federal Deposit Insurance Corporation, 
but I certainly don’t know where they are. It would be utterly 
foolish for anyone to think of opening a bank and not have insurance 
with the FDIC. 

Mr. Wauxace. What did you think when you learned about the 
possibility of an assumption transaction, learned what it was? 

Mr. Green. What was my opinion of it? 

Mr. Watxace. Compared with taking over a new bank and being 
the receiver ¢ 

Mr. Green. Well, looking at it at that time, it seemed to be a good 
thing. As I look at it in retrospect I am not so sure that it was. 

Mr. Watwace. Let’s make sure we know the difference between 
a receivership and the assumption. Under a receivership you would 
be the receiver for the old bank, and you would pay off the depositors— 
you would in effect be a new bank completely. 

’ Mr. Green. You mean—you are talking about under the assump- 
tion method? 

Mr. Wauiace. No; receivership. Assuming the bank was to go into 
receivership, and you would be given a charter to organize a new 
bank and serve as the receiver for the old bank—— 

Mr. Green. No, no. The FDIC would be the receiver. 

Mr. Watiace. You would be the instrumentality by which it was 

raid out ? 
Mr. Green. The advantage of our becoming the instrumentality in 
paying the depositors would be that you would have an opportunity 
to contact these depositors. They would be coming in to us to get their 
money, or to write a check, whatever the case might be. In that 
fashion, we most likely would have an opportunity to talk to them and 
encourage them to become a depositor in our bank. 

Mr. Rocers. If there were a receivership, the FDIC would prob- 
ably be appointed a receiver ? 

Mr. GREEN. Yes. 

Mr. Rogers. And your only function would be if the FDIC decided 
to use your new bank as the instrument to pay the old depositors? 

Mr. Green. Exactly. 

Mr. Rogers. You would have no official connection with the re- 
ceivership at all? 

Mr. Green. No. These people would have to be paid somewhere. 

Mr. Rocers. You were hoping—— 

Mr. Green. We were hoping that we would be the someone and be 
the somewhere to do that job. 

Mr. Wautace. Under the assumption transaction, as I understand 
it, you would get all of the deposit liabilities. How much were the 
deposits ; $17 million, $16,900,000, or something like that? 

Mr. Green. I think a little less than $17 million at that time. 

Mr. Watxace. Almost $17 million in deposit liabilities; but then in 
return for assuming these liabilities you would be given $17 million 
in cash so that you would have a going bank with $17 million in 
deposits and all cash. That is the assumption transaction ? 
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Mr. Green. Well, I think we had to buy the Government obligations 
that were in the bank. They weren’t sitting there with just $17 mil- 
lion in cash. 

Mr. Wattace. Oh, well, cash or cash equivalent is what I meant; 
yes. 

Mr. Green. We had to buy the Government obligations at what- 
ever the rate was at that time. I think the price of that was deter- 
mined by the Continental Bank. Yes; that is right. We assumed the 
responsibility and the liability of all of the depositors, whatever 
amount they had on deposit. 

Mr. Wattace. Did you want a State or a national bank when you 
sought permission to organize? You sought permission to organize 
from the State auditor, so I would assume a State bank. But did you 
give consideration to a national bank? 

Mr. Green. There was some discussion about it, but I think we 
preferred a State bank. There had been a State bank there, and 
probably the primary reason was because under the laws of Illinois, 
at least, a State bank can loan to 1 borrower up to 15 percent of its 
capital. Whereby a national bank is limited to 10 percent. 

Now, there are some advantages in having that additional leeway or 
additional flexibility. 

Mr. Wautace. Where are we? 

Mr. Green. Let me look at my notes here. I have a few dates writ- 
ten down here. I don’t know how much they will mean to me. 

As I recall it, we were at the point where we were in the office of the 
FDIC, and I believe that was the latter part of the week of May 4, or 
maybe it was the early part of the following week. I am not just clear 
on that. 

Mr. Watuace. You appmee to Mr. Hodge for permission to or- 
ganize a bank first, and then that was een. Do you recall when 
the permission to organize was granted 

Mr. Green. I think it was about 10 days after we filed the applica- 
tion to get the permit. 

Mr. Watuace. Did you discuss this application with Orville Hodge 
personally ? 

Mr. Green. Well, there were discussions held with him by those 
of us who were interested in organizing it. If your question is if I 
went to Hodge alone and discussed this with him; I did not. 

Mr. Wattace. What I am driving at here: In your discussion with 
Mr. Hodge, what was his attitude about a State bank versus a na- 
tional bank, or an assumption versus a receivership, or $600,000 versus 
$1 million in capital—these various issues? Did you discuss these with 
Mr. Hodge and his associates? 

Mr. Green. I don’t recall discussing the assumption angle. The 
capital matter was discussed with Hodge, and on that score he referred 
us to the FDIC, said, “You will have to talk to them because they 
want more than the $600,000.” 

What was the other point you asked me if I discussed ? 

Mr. Wauxace. Assumption versus capital, State versus national 
bank. Did he make any expressions as to which type of bank he would 
prefer it to be? 

Mr. Green. I think he preferred that there be a State bank, although 
I don’t think he was insisting on it. His primary objective seemed 
to be to get a bank, and get a bank opened, and so that these people in 
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Elmwood Park and surrounding communities who were in the bank 
could be accommodated and serviced. 

Mr. Wattace. Did Mr. Hodge express any interest in joining the 
enterprise of the new bank at that time? 

Mr. Green. Not as an individual. He did say on one occasion to 
me that he thought that some of his friends might be interested. 

Mr. Watuace. Some of his friends? 

Mr. Green. Yes. 

Mr. Wattace. Did he say who these friends were? 

Mr. Green. No. 

Mr. Wautace. He just said some of his friends might be interested ? 

Mr. Green. I think he did mention Mr. Browning. 

Mr. Wattace. J. Roy Browning? 

Mr. Green. Yes. 

Mr. Watiace. What was J. Roy Browning at this time? Was 
he— 

Mr. Green. Browning is an attorney, and at that particular time, I 
think he was appointed a special assistant attorney general of the 
State and assigned to these three bank matters. 

Mr. Watxace. In other words, he was one of the participants in 
these negotiations for setting up a new bank on behalf of Mr. Hodge? 

Mr. Green. Yes; I guess he was. I think that he was his legal 
adviser. 

Mr. Watuace. Did we establish the date when Mr. Hodge approved 
your application for organizing a bank? 

Mr. Green. I think he granted the permit about 10 days after we 
had filed our application. 

Mr. Wautace. That was when? 

Mr. Green. Well, we filed our application on the 4th of May, and 
I think approximately 10 days thereafter a permit was granted to 
this group to organize a bank, and at that time Mr. Drexler and I set 
up the Drexler-Green organization committee and then began to 

et busy. 
; Mr. Wises Just a minute. The application, the application 
and the permit which was granted to organize a new bank, what does 
that entitle you to do? 

Mr. Green. That entitles you to go out and raise capital, and get 
the necessary organization together so that if it is all proper, then 
a charter for the bank would be issued. 

Mr. Wauuace. Was the approval announced publicly? 

Mr. Green. I don’t remember. I don’t know. 

Mr. Wauxace. It would have to be made public to raise capital for a 
new bank. I mean, permission to organize has to be made public for 
you to raise capital for a bank; does it not? 

Mr. Green. I don’t think so. Otherwise we might be violating the 
law if we didn’t have that permission. 

Mr. Wattace. Does the approval of a permit to organize make it 
virtually fruitless for other groups to apply any more! It gives one 
group a great advantage; doesn’t it? 

Mr. Green. Well, I think by virtue of custom that those who have 
the first permit have an advantage, but it doesn’t necessarily mean that 
no one else could come in and organize. 
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Mr. Rocers. In other words, even after you had your permit, Goy- 
ernor Green, you still had to meet specific requirements as to having 
your stock subscribed and so forth, and, if you didn’t meet that, some- 
one else could and organize a bank? 

Mr. Green. Yes; of course, and there was talk of that time about 
other groups going to apply, and getting a permit to organize, and 
some were willing to, at least we were told to put up more capital, 
and we simply took the position that if they did, all well and good. 
As far as we were concerned, they could have it. But the amount 
of capital which we had offered we thought was proper, adequate, and 
that it would be foolish for anyone to organize a bank out there with 
any greater amount. Certainly we weren’t going to be silly enough 
to do it. 

Mr. Watuace. At the time you made the application, was there any 
understanding as to what the capital would be with Mr. Hodge? 

Mr. Green. When we filed it? 

Mr. Watuace. Yes. 

Mr. Green. No: there had been no discussion with Mr. Hodge about 
that. All of our discussions had taken place with Mr. Sorensen. 

Mr. Watuuace. I see. 

Mr. Green. And, as I say, we started out with $250,000, which is 
ordinarily the amount required, certainly not to exceed that in starting 
anew bank. But he finally got us up to $600,000. 

Mr. Watxiace. After your permit to organize was issued, your next 
step was to seek capital ? 

Mr. Grepn. Yes. 

Mr. Wattace. Did you have any trouble raising the capital ? 

Mr. Green. Well, yes and no. 1 suppose you always have difficulty 
or trouble in any venture where you are undertaking to raise capital, 
but Mr. Drexler and I had finally developed into more or less of a 
joint venture between us, and we wanted to make this as much of a 
community bank as possible. That was one of our primary objec- 
tives. We thought it was advisable and good business to do that. So 
we contacted Mr. John Mascarella, who was then the president of the 
Mont Clare Elmwood Park Chamber of Commerce, and we had been 
told that he had been active with others out there in endeavoring to 
get a group together to organize a bank, and continue. We got hold 
of Mascarella and explained to him what we had in mind, and he be- 
came enthusiastic and said that he would start out and would under- 
take to contaet as many people in and around Elmwood Park as he 
possibly could. And we then drew up a so-called subscription agree- 
ment which Mascarella could present to people in the community, and 
which he could mail to them if he chose, and I don’t recall of the 
provisions of that subscription agreement. I believe I gave you a 
photostatic copy of a number of them. But Mascarella and those who 
were associated with him were interested in having this bank as much 
a community affair as possible, and he said the people out there had 
always objected to what they referred to as downtown control. 

So we agreed with him that the people in the community could 
buy as much or any part of the stock of this bank that they wanted. 

Je also agreed in there that the local community would be given 
at least 5 directors out of the 10. We also agreed with them that the 
officer personnel of the bank would take a two-thirds vote of the board 
in the selection of the officers of the bank. 
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Mr. Mascarella circulated some of those subscription agreements 
and we also agreed to have a public meeting at the Sayre Field House, 
which is in Chicago but immediately adjoining Elmwood Park. That 
place was selected because it appeared to be the most convenient for 
it in which to have a meeting of that character. Public notice of that 
meeting was given, and I believe that Mascarella sent notices of it 
to all of the membership of the chamber of commerce. I think that 
so-called dodgers were placed in stores, advertising this meeting. 

We met there on the 19th of May, and I explained the entire pro- 
cedure that would be followed to those assembled and we did get a 
number of subscriptions for the stock at that meeting, none of them 
very large, except Mr. Giachini, who was an attorney and who I had 
known for a good many years, and who lived in River Forest, a town 
adjoining Elmwood Park. 

Mr. Wautace. Peter D. Giachini ? 

Mr. Green. That is right. I think that he subscribed on his own 
behalf and others that he either represented or were friends of his in 
the neighborhood of 150,000. 

The others at that meeting, I think, subscribed, too, in the neigh- 
borhood of 100,000. 

Mr. Drexler and I had indicated that we would subscribe to the 
balance of the stock that was open. 

With the subscriptions in, we held an organization meeting of the 
then subseribers to the stock. We elected 8 directors at that time, 
with authority being given to those 8 to elect 2 more later on, 1 of 
whom would be the president of the bank, because at that juncture 
we had no president and there had not been a great deal of thought 
given to it except that I told Mr. Drexler that in the final pinch, if 
necessary, that he would have to take the presidency, because he had 
been president of the Southmoor National Bank previously. 

Local people selected as their five directors Mr. John Mascarella, 
who, as I say, was chairman of the Mont Clare-Elmwood Bank Cham- 
ber of Commerce, Mr. Sabath, who was the owner and operator of the 
largest department store out there, Mr. Joseph Eisenberg, who was the 
Chevrolet dealer in business very near the bank there, Mr. Ralph 
Palmer, who at that time was the president of the Allied Savings & 
Loan Association, and I can’t think for the moment who the fifth was. 
Eisenberg, Palmer, Sabath, Mascarella. 

Mr. Wauxace. I think we have that in the record some place. 

Mr. Green. Do you? Anyway, there were five of them, all in the 
ne community, and Mr. Drexler, Mr. Weinberg, and I were elected 

irectors. 

Later on Mr. Frisk and Mr. Sullivan, who became president of the 
bank, were elected. 

Mr. Watxace. Sullivan, Drexler, and you, and then later on—— 

Mr. Green. No; Weinberg, Drexler, and I were elected directors at 
that meeting. 

Mr. Watxace. And later on Mr. Frisk? 

Mr. Green. And later on Mr. Frisk. 

Mr. Wauxace. Frank Frisk? 

Mr. Green. Frank Frisk, and John E. Sullivan were elected direc- 
tors, but they were elected by the then members of the board, and had 
been authorized by the subscribers to the stock. 
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Mr. Wattace. Did you ever discuss any of these problems with 
anyone in Washington, the FDIC officials or others? 

Mr. Green. No. I was never in the offices of the Federal Deposit 
Insurance Corporation at any time until several months after the 
bank was organized and Mr. Giachini, I think Mr. Drexler, Mr. Rus- 
sell, I believe, and I went down there to carry on our negotiation with 
the FDIC regarding the purchase or the amount to be paid for the 
furniture, fixtures, equipment, and the leasehold, because we were at 
loggerheads on that subject. There had been an agreement entered 
into whereby appraisers were to be appointed, one by each side, and 
in the event they were not in accord, then it was to go into the nego- 
tiation stage. That is the first time I was ever in there. 

Mr. Wattace. Did you only talk with the FDIC officials in Chicago; 
is that the only place you ever talked to them ? 

Mr. Green. Yes,thatisright. Iread in the paper where Mr. Gover 
had stated in his testimony before the committee that he thought that 
I had gone to Washington with Mr. Hodge to talk about this question 
of capital. Well, I never went to Washington with Hodge in my life. 

Mr. Wauuace. You never discussed the question of capital with 
anyone except in Chicago ? 

Mr. Green. That is right. That is correct. 

Mr. Wautace. As a matter of fact, you had never discussed any 
phase of this bank with any of the FDIC officials except in Chicago! 

Mr. Green. Only here in Chicago, and, of course, we had conversa- 
tions with Mr. Tefft. He was the head of the liquidating division of 
the FDIC and was the man in charge of this whole business. 

Mr. Wauace. That was in Chicago? 

Mr. Green. In Chicago, yes. I didn’t see Mr. Tefft in Washington 
until some months after the bank had been organized and was in 
operation, 

Mr. Rogers. Governor Green, earlier in your testimony you alluded 
to what transpired when you changed your relationship from at- 
torney-client to a partner of Mr. Drexler. I think it might be 
appropriate at this point to put that in the record. 

{r. Green. Well, I can’t pick any specific time. As a matter of 
fact, it was just a natural development. Mr. Drexler got me inter- 
ested in this and then as time went along and we began to think about 
organizing or getting the capital and solicitation of the local people 
in the community and my contacting out there originally to get 
signers on the application or petition to be filed, or to get a permit, 
I became quite well acquainted with people in Elmwood Park, and I 
became intensely interested in the entire venture. 

Mr. Rocers. Isn’t it true that long after May 19, when you had your 

ublic meeting, I can’t be too specific but around that time, that Mr. 
Desniais had a few misgivings? Do you want to explain that? 

Mr. Green. Yes, surely. Yes, I don’t know whether you would 
call them misgivings, but Mr. Drexler was a little disappointed in the 
number of subscriptions that Mr. Mascarella had been able to ac- 

uire. Mr. Mascarella had more or less indicated to us that he 
thought the people in the community would very readily and in large 
numbers come in and subscribe to the stock, because they wanted it to 
be their bank. I think Mr. Drexler was a little disappointed in the 
meeting that was held in the Sayre Field House and expressed to me 
the follewing day that this had moved a little slower than he thought, 
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and there weren’t as many coming in and there didn’t appear to be 
the interest in the community that he thought there would be. So he 
didn’t think he wanted to go in as strongly financially as he had 
indicated. 

Mr. Rocers. He originally said that he would take whatever slack 
was left over from the public subscription, isn’t that right? 

Mr. Green. Yes. The idea was that he would take the balance. 
That is right. But he indicated a day or so afterward that he 
couldn’t do that so I had been elected chairman at this meeting in 
Elmwood Park and I had become chairman of the board, so it became 
pretty much of a challenge to me, and I became determined that I 
was going to make it work, to get a bank open and to more or less keep 
my word good with the people in the community as I had represented 
it. So then I had to go to work and work a little harder. Let’s put 
it that way. 

Mr. Rosas: You were down to about a week before your opening. 

Mr. Green. Well, there had been a great deal of talk to get this 
bank open. “Get this bank open.” Everybody in the community—I 
say everybody. I am talking about persons like Mr. Mascarella and 
others in the chamber of commerce. “Get this bank open, because 
these people are really up against it out here because their money 
is tied up in this bank.” And with that sort of thing they talked 
about opening the bank the following Monday. 

As I mers the public meeting was held there on May 19, which 
was on Tuesday, and they wanted to open the following Monday, 
which would be the 25th, I think largely because of an anxiousness 
to get a bank open, and, secondly, because I had been told, or was 
: old, that was the ordinary day for a bank to open, that is, on a 
Monday. 

Well, it became obvious as we went along, that the necessary details, 
the mere drafting of papers, and all of the things we had to do, could 
nes . done by Monday, so the date for opening was then moved to 

uesday. 

Well, it finally resulted in our opening on Wednesday, the 27th. 
That did not seem to be a good day to open, or maybe it was a good 
day, because it had been the custom of the bank to close on Wednes- 
days, but we did open on Wednesday and the final documents and 
papers were drafted late the night before. At any rate, we opened. 

Mr. Rocrrs. Well, Mr. Drexler did agree to stay in for about $50,000 
of his own money. 

Mr. Green. Oh, yes, yes. He said, “I will give you at least 50 
thousand.” 

Senator Sparkman. I will ask that the committee stand in recess 
a minute. There is an urgent long distance call for me. 

Mr. Green. Very well, sir. 

(A short recess was taken.) 

Mr. Watxace. Governor Green, I wonder if you would go ahead 
with these questions. Senator Sparkman will be back in just a few 
minutes. He is on a long distance call, but he will be here. 

Mr. Green. Go right ahead. 

Mr. Wauxace. I Eeliove that Mr. Rogers has questioned you about 
Mr. Drexler reducing his interest in the subscription of the bank 
that you had or, mised, the Bank of Elmwood Park. 

Mr. Green. Yes. 





542 ILLINOIS BANKING SITUATION 


Mr. Wattace. Can you tell me when Mr. Arthur Wirtz first con- 
tacted you with respect to the Bank of Elmwood Park? 

Mr. Green. I can’t give you the exact date but it was—I connect 
it with the public meeting on May 19 in Elmwood Park, and I think 
it was 4 or 5 days prior to that. 

Mr. Wauxace. Four or five days prior to what? I am sorry. 

Mr. Green. Prior to the meeting that was held. 

Mr. Wauxace. The public meeting? 

Mr. Wau.ace. Did he tell you that he had, along with Mr. Armour, 
approached Mr. Hodge right after the banks had been closed? 

Mr, Green. No, he did not. 

Mr. Watxace. He did not tell you that? 

Mr. Green. He told me that he had read in the papers about my 
activity and interest, and that he would like to become an investor. 

Mr. Watuace. He would like to participate in the $600,000 sub- 
scription ¢ 

Mr. Green, Well, to subscribe to stock, yes, parts of it, yes. 

Mr. Wauuace. Did he indicate to you to what extent he was willing 
to subscribe for stock ? 

Mr. Green. No, he did not place any figure, but the first check or 
checks that he sent to me I think were for $800,000. I believe that 
came in two checks. Now, whether they both came at the same time, 
I cannot tell you at the moment, but I could very readily by looking 
at my records, 

Mr, Wattace. Well, as a matter of fact, Mr, Drexler’s pulling back 
was to increase the share of Mr. Wirtz, was it not ? 

Mr. Green. It turned out that way ; yes. 

Mr, Watxace. It turned out that way ? 

Mr. Green. Yes. 

Mr. Wattace. Mr, Green—excuse me, Governor Green. 

Mr. Green. It is all right, whatever you want. You can call me 
Pete, if you like. 

Mr. Wattace. Did you ever discuss this situation with any member 
of the Federal Deposit Insurance Corporation Board of Directors? 

Mr. Green. Board of Directors? 

Mr. Wautace. Yes, 

Mr. Green. I never had any formal—are you talking about any 
time, Bob, or just 

Mr. Wauxace. Yes. 

Mr. Green. I never had any formal conference with the Board of 
Directors of the FDIC. We were there on several occasions in con- 
nection with our negotiation pertaining to the purchase of furniture, 
fixtures, leaseholds and so forth, and it was always my custom to drop 
in and see the members of the Board. I never have met Mr. Gidney. 
I always called on Mr. Cook and Mr. Harl, but they were never to- 
gether. Now I did have more or less of a formal conference with 

fr. Cook, and Mr, Greensides, and Mr. Coburn. That was just a few 
months ago, 

Mr. Wautace. These were personal visits. Did you ever have any 
telephone conversations, say, after April 11, 1953, with any of these 
people in Washington, and FDIC persons, anyone else in connection 
with the bank? 
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Mr. Green. No. Lam quite certain that I didn’t talk to anyone con- 
nected with the FDIC except here locally until after the bank was 
organized and we started our negotiation. 

Mr. Wattace. Did you ever talk to anyone else on the telephone 
about the situation of organizing your bank? 

Mr. Green. You mean in Washingon? 

Mr, Wauuace. Any person. 

Mr. Green. I don’t recall any conversation. 

Mr. Waxxiace. Any person. 

Mr. Green. I don’t recall any conversation. 

Mr. Waxiace. You don’t recall any? 

Mr. Green. No, I do not. 

Mr. Watiace. Let’s seenow. You knew that Mr, Browning was an 
employee basically of Mr. Hodge during these periods of negotiations 
and Mr. Hodge had said that some of his friends might be interested 
in participating in the stock. When did Mr. Browning app oach you 
with the possibility that he would participate in the stock? As I un- 
derstand it, you did not know of Mr. Hodge’s interest, personal in- 
terest in it at first, did you? 

Mr. Green. That is me 

Mr. Wauiace. It was Mr. Browning who approached you and you 
assumed it was either Mr. Browning or someone that he was repre- 
senting, but you did not think of it as being Mr. Hodge, is that 
correct ¢ 

Mr. Green. That is correct. That is right. 

Mr. Wattace. When did Mr. Brown first approach you with the 
possibility of an investment in the bank? 

Mr. Green. I don’t recall the exact date, but he mentioned it some 
time—for some reason I have to go to that public meeting in Elmwood 
Park to orient myself—but it was a few days after that meeting that 
he evidenced an interest in buying some stock, but did not enter into 
any discussion about it, just mentioned that, well, he thought maybe 
he would like to buy some stock. 

Mr. Wauxace. Could you have raised the $600,000 without Mr. 
Browning’s help ? 

Mr. GREEN. Ves definitely. 

Mr. Watnace. So that. the thought that Mr. Hodge through Mr. 
Browning purchased this stock in order to help you organize the bank 
could not have been true, could it, because you could have raised the 
money elsewhere ? 

Mr. Green. Well, they may have thought so, but the fact of the 
matter is that—well, you have all the records. You can check it as 
well as I can. But just offhand, my recollection is that when Mr. 
Drexler indicated that he did not want to hold any part—you must 
bear in mind that during those days I was very busy with a great many 
other things other than thinking about capital, although that was of 
primary importance, but I was having to think about officer personnel. 
I had at a public meeting appointed Mr, Giachini, Mr, Drexler and Mr. 
Mascarella as a committee to look into the personnel question and 
come up with recommendations, and I was busy with that, and we 
were also quite busy with a number of conferences with the stock- 
holders of the old bank, and Mr. Giachini and Mr. Mascarella carried 
on, I think, most of those negotiations, because they were local people 
and knew these people, So they conferred with them and they would 





544 ILLINOIS BANKING SITUATION 


come back and report to us what happened. So I was kept busy with 
that in addition to thinking about capital. 

But as soon as I got around to it—and I do not think that that was 
probably until the following Friday—then I called Mr. Wirtz and I 
called Mr. Frisk, and I talked to Mr. Weinberg and discussed the situ- 
ation with them, and Weinberg agreed to raise the money, and he did. 
He was able to raise $25,000. r. Frisk said he would give me a check 
when necessary for $25,000 and I got the 2 checks from Mr. Wirtz, 1 for 
$30,000 and 1 for $10,000. _So that made about $90,000 and I think I 
was only lacking the $12,000. 

: ~ Wattace. So you actually wound up giving some of the money 
ack, 

Mr. Green. I gave Frisk back his check and I returned, let me say, 
$18,500 to Mr. Wirtz, and I returned $25,000: to Mr. Weinberg. f 

Mr. Wattace. You had to return this money in order to let Mr. 
Browning in; didn’t you? 

Mr. Green. Well, Browning came in with $50,000. That was on 
Monday. I was scheduled to put up $600,000 at the Continental 
Bank at 2 o’clock. My recollection is that a cashier’s check came in in 
connection with my previous conversation with Browning for $50,000. 
I had no idea how much Browning would send. He merely stated to 
me on the Saturday night previously that—well, he wanted to get some 
stock, and that I would hear from him Monday, and I impressed upon 
him, I said, “Well, 2 o’clock is my deadline with the Continental 
Bank,” but the $50,000 cashier’s check did come in on Monday, I think 
in about a half hour before it was due at the Continental Bank. So 
1 feel that I was doing it as a courtesy to Mr. Browning. 

Mr. Watuace. I see. If I may summarize this phase of the testi- 
mony, I am rather impressed, frankly, by the fact that you told us be- 
fore you went into this situation that you had no special knowledge 
of banks and were not an expert in banking and that your law practice 
had had very little to do with banks, but it sounds to me like you have 
gotten a very liberal education in the process. 

Mr. Green. Well, when you do something the hard way, Bob, you 
do get a pretty good education. 

Mr. Wa iace, But, at any rate, you got into the picture because 
you had been Governor and knew your way around the State, and 
you also got an education out of it. 

Mr. Green. I surely did. 

Mr. Waxtace. Did you know at. the time that Mr. Browning 
bought the stock that it was for Mr. Hodge? 

Mr. Green. No, I did not, 

Mr. Watuace. When did you learn that? 

Mr. Green. Well, to actually know it, I don’t think I actually knew 
until Mr. Smith made his statement that he owned all the stock, but 
nevertheless I did suspect at different times that Mr. Hodge owned 
stock in the bank, but as I recall, in November of 1954, that was— 
what? Almost a year and a half after the bank was organized, we 
had heard rumors, so-called, that Browning was going to sell his 
stock, and if he did, if he was going to sell it, we wanted to buy it, 
and Mr. Drexler and I had also been—it had been indicated to us 
that Hodge had something to say about that stock. 

So we went to see Hodge and said, “Now we have got the annual 
meeting of the stockholders coming up in January of 1955. We would 
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like to know how that stock is going to be voted, and if you own it, 
we would like you to tell us how it is going to be voted. If Browning 
owns it, then we want to find out how Browning is going to have that 
stock voted,” and Hodge denied emphatically that he owned the stock, 
but he did say, however, that he would talk to Browning. __ 

I think that stock was voted at the stockholders meeting in Jan- 
uary of 1955 by virtue of a proxy sent in by Paul Fleming. 

Senator SparKMAN, Governor Green, I want to ask you a few ques- 
tions. I think we can run through these pretty fast. 

How much money, how much State deposits did the Elmwood Park 
Bank hold when it reopened ? 

Mr. Green. At the beginning, Senator ? 

Senator SPARKMAN. Yes. 

Mr. Green. My recollection is that there was on deposit in the first 
State Bank of Elmwood Park, the old bank, $1,100,000. 

Senator Sparkman. That was in the bank when it closed and it 
stayed in there, it simply stayed in ? 

Mr. Green. Yes. The were Government securities that had been 
pledged as collateral on that deposit. 

Senator Sparkman. Did you make a request to have this increased ? 

Mr. Green. Yes, sir, I did. 

Senator Sparkman. Did you have any success? 

Mr. Green. Yes, sir. 

Senator SparkMAN. How did you go about it? Whom did you ask? 

Mr. Green. I picked up the telephone and called Mr. Elmer Hoff- 
man, who was then State treasurer, at his office in Springfield, and 
I told him that I was chairman of the Bank of Elmwood Park and— 

Senator Sparkman. Was that soon after you had reopened ? 

Mr. Green. Yes, I think it was some time in June. I don’t recall. 

Senator SpaRKMAN, 1953? ‘ 

Mr. Green. 1958. I told him that I would appreciate it if he found 
that under proper circumstances that he could make an additional de- 
posit of State funds in the bank. He said he would look into the situ- 
ation and see what he could do. 

Senator SparkMan. What did he do? 

Mr. Green. Well, later on the necessary papers were sent to the bank 
to be filled out for a deposit of a million dollars, together with the 
agreements that are entered into and the collateral put up with the 
Continental Bank. You have to put up 110 percent collateral consist- 
ing of Government securities. 

Senator SparKMAN. The bank does that? 

Mr. Green. The, Bank of Elmwood Park pledged that collateral 
with the Continental Bank to, we will say, insure the State deposits. 

Senator Sparkman. And you do pay interest on those State funds? 

Mr. Green. Yes, we do. 

Senator Sparkman. Of approximately three-eighths, one-half, or 
something of that kind. 

Mr. Green, I think it runs around 1 percent. It may be less than 
that, Senator... It is the custom of the State treasurer to send out bids 
for that, and I think everybody knows what they are supposed to bid. 

Senator SparKMAN. It is pretty standard, 

Mr. Green. It is more or less...” 

Senator SPARKMAN, Itis pretty standard, isn’t it? 

Mr. Green. Yes, itis. 
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Senator SparkMaN. As a matter of fact, I believe the witness that 
was on the stand yesterday said that he had taken the matter up with 
the Lllinois Bankers Association, so I got the idea it was pretty well 
understood over the State the rate that would be paid. 

Mr. Green. I think that is generally known at the time you are asked 
to submit a bid. I suppose some bank could increase the bid if they 
wanted to, but probably wouldn't. 

Senator SparkMan. Mr. Wallace wants to ask you a question. 

Mr. Watiace. Governor Green, along that line, how much did the 
bank have at the time in Government bonds, do you recall? You had 
quite a bit at that time, didn’t you ? 

Mr. Green. Yes. Those were the Governments that we had pur- 
chased from the FDIC after a figure that was determined by the bon. 
tinental Bank. 

Mr. Wauuace. Were those bonds eligible to serve as collateral for 
this extra million dollars of State deposits? 

Mr. Green, Yes, they were Government securities. 

Mr. Wattace. They were Government securities, but you had bonds 
in your portfolio which you could assign as collateral for this extra 


million foliar. 

Mr. Green. That is right. 

Senator Sparkman. Of course you would continue to draw your in- 
terest on those bonds, and you could lend out this money for an in- 
creased rate, so it is a source of profit for the bank # 

Mr. Green. Well, surely. 

Senator Sparkman. I believe one of the bankers yesterday testified 


in his bank it ran about $18,000 a year. I think his was about a million 
or over. 

Mr. Wattace. Mr. Mensik, who is on your board, this morning stated 
you could make between thirty and ninety thousand dollars on a mil- 
lion-dollar deposit. It would be $90,000 if you put it all in title I home- 
improvement loans, which you wouldn’t do, I imagine. 

Mr. Green. We would not. 

Mr. Watxace. But it would be a substantial amount of money, would 
it not? 

Mr. Green. Yes. I have never figured it out, but the bank does make 
money on it. 

Senator Sparkman. Governor, how much would the State deposits 
normally amount to; how much would be the average amount the State 
would have to deposit among the various banks? 

Mr. Green. Well, Senator, that would all depend upon the fluctua- 
tion in your receipts, depending upon how much comes in from, well, 
we will say, a cigarette tax, utility tax, and our sales tax, which is more 
properly called the retail occupational tax, and it would depend upon 
the expenditures of the State. 

Senator Sparkman. I realize that it would vary, but I thought per- 
haps there was a kind of a minimum level. You know, I am sure that 
in the Federal Government there is a pretty well established minimum 
level. It does get below it sometimes, but the Treasury Department 
does not like it to get below that level, and I thought Wiese might be 
something similar in the State. 

Mr. Green. I am sorry, I am not able to give you that. 

Senator Sparkman. How many banks participate in it? Do prac- 
tically all of the banks in Illinois participate? 
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Mr. Green. I am sure that all of them do not, but how many do I am 
unable totell you. I don’t know. 

Senator SparKMAN. Would $2 million for a bank the size of your 
bank be an unusually large amount, or do you feel that it was normal or 
what ! 

Mr. Green. Well, I wouldn’t say it was unusual, but I will say that 
it is about the normal. 

Senator SparKMAN. Had you or your bank contributed to or partici- 
pated in Mr, Hoffman’s campaign for election ? 

Mr. Green. Well, I participated in it to the extent that I was 
interested in Elmer. I have known him for many years. He was 
sheriff of Du Page County, a very active Republican there, and I 
wanted to help him. I didn’t contribute in money, unfortunately, but 
I did help him in any way I could. 

Senator SparKMAN. That was in your personal capacity ? 

Mr. Green. Yes. 

Senator SparKMAN. It seems from some of the evidence we had 
some banks, at least, or their officials, have been rather active in 
contributing to campaigns of various States, county, and perhaps 
even city officials. 

Mr. Green. Yes, I have read about that, Senator. 

Senator Sparkman. Your bank does not fall in that category ? 

Mr. Green. Oh, we made some contributions, I guess you would call 
them. We did the ordinary thing of buying tickets to dinners, and 
picnics, and golf days, and testimonials, and whatnot. 

Senator Sparkman. Did you feel that your relationship with Hoff- 
man had any bearing upon the amount of deposits that you were able 
to get for your bank ? 

Mr, Green. I think Elmer did it as a favor to me. Certainly he 
wasn’t paid anything for it. 

Senator Sparkman. You did not feel that you had to pay tribute, 
us one banker said to us yesterday ? 

Mr. Green. No, it was merely a matter of friendship, I would say. 

Senator Sparkman. Who succeeded Mr. Hoffman as State treasurer ? 

Mr. Green. Warren Wright. 

Senator Sparkman. You said Warren Wright? 

Mr. Green. Yes. 

Senator SparkMaNn. Now, did you participate in his campaign ? 

Mr. Green. I don’t mean the Calumet baking fellow, the fellow 
that owns the race horses. 

Senator Sparkman. But he was State treasurer following Mr. 
IToffman ? 

Mr. Green. He had previously been State treasurer and had been a 
candidate for public office at different times. 

Senator Sparkman. And he is the State treasurer at the present 
time ? 

Mr. Green. Yes, he is. 

Senator Sparkman. Did you contribute or take part in his 
campaign ? 

Mr. Green. Yes, I did. 

Senator Sparkman. Well, did your bank? 

Mr. Green. Our bank ? 

Mr. Wattace. When he ran for treasurer. 
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Mr. Green. You mean when he was a candidate for State treasurer ? 

Senator SparKMAN. Yes. 

Mr. Green. Not that I know of. Idon’t believe so. I participated 
in a testimonial dinner for Wright after his election. 

Senator SparkMAN. In what capacity ? 

Mr. Green. Well, I was the so-called master of ceremonies at the 
dinner, and my name was used as the chairman of the—what? 
Million Friends for Wright. 

Senator SparkKMAN. When was the dinner ? 

Mr. Green. Well, it was on his birthday. As I recall, it was in 
March of 1955. 

Senator Sparkman. And was that a fund-raising dinner ? 

Mr. Green. I guess you could call it that. They called it a testi- 
monial birthday Tinker for Wright, but tickets for 1t were sold at $50 
apiece. 

; Senator Sparkman. A little more than the cost of the meal. 

Mr. Green. Oh, obviously. 

Senator SparKMAN. So it wasa profit-making affair. 

Mr. Green. That was at the Conrad Hilton, and they served a very 
good meal, but I wouldn’t say it was worth $50. 

Senator Sparkman. There were profits out of the dinner, weren’t 
there ? 

Mr. Green. Yes, sir; there were. 

Senator SparKMAN. What became of them ? 

Mr. Green. Mr. Halfpenny gave an accounting that evening to 
those assembled and stated that the moneys in excess of the amounts 
that had to be paid the hotel for the dinner, and so forth, that those 


were going to buy a trailer which would be built as a replica of the 

State treasurer’s office at the capital in Springfield, together with 

all the necessary equipment and expenses to run it, and stated that 

the idea of this was to enable Mr. Wright to go about. the State of 

Illinois and to educate the poopie as to the duties, functions, and the 
ta 


methods of operation of the State treasurer’s office. 

Senator Sparkman. Did it advertise Mr, Wright, anything on it to 
indicate that it was Mr. Wright who was traveling in it ? 

Mr. Green. It had hisnamealloverit,Senator. [Laughter.] 

Senator Sparkman. You refer to that as educating the people. 
Was that the same as campaigning among the people? 

Mr. Green. Well, that is the way Mr. Hal y stated it. It was 
educating the people. 

Senator SparkMan. You mean it was educating the people? You 
and I are practical politicians. You and I would just call it cam- 
paigning, I would think. 

Mr. Green. Just plain campaigning, I would think. 

Senator Sparkman. The dinner was really for the benefit of Mr. 
Wright. 

Mr. Green. Oh, very definitely ; yes. 

Senator SparKMAN. Do you know how much it amounted to? 

Mr. Green. Roughly, the figure I recall is in the neighborhood of 
57,000. 

Senator SparkMANn. How many people were at the dinner? 

Mr. Green. Well, I don’t know, but there must have been a thousand. 

Senator Sparkman. There must have been a thousand to profit that 
much, don’t you think? 
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Mr. Green. Yes. 

Senator SPARKMAN, It was quite a good affair? 

Mr. GREEN. Yes. 

Senator SpAaRKMAN. Enjoyable? 

Mr. Green. An enthusiastic one. 

Senator SPARKMAN. I am sure you were a good toastmaster, Gover- 
nor. 

Mr. Green. I don’t know about that. 

Senator SpaRKMAN. By the way, I spoke out at your college the 
other day, Wabash. 

Mr. Green. Did you really ? 

Senator SparKMAN, I did. 

Mr. Green. I am on the board of trustees there. 

Senator SpAaRKMAN, I thought it was a very fine school, and I hope 
that I was able to educate them, sir. [Laughter.] 

Mr. Green. Well, I am sure that you did, Senator, and I am inter- 
ested, because I want to try and get down there for a meeting of the 
board of ere tomorrow, so I shall make inquiry about you. 

Laughter. 
) Senator Sparkman. Don’t check that too closely. But I really was 
impressed with theschool. I thought it was a very fine school. 

Mr. Green. It is a great college. 

Senator Sparkman. What about the money of the county govern- 
ment? Did you have any of that on deposit in the Bank of Elmwood 
Park? 

Mr. Green. My recollection is that there were no county funds in the 
old bank. 

Senator Sparkman. Did you try to get some for the new bank? 

Mr. Green. I surely did. 

Senator SparKMAN. Did you get any? 

Mr. Green. Yes, sir, I went and talked to John Brenza, who was then 
the county treasurer, and I think I asked him if he couldn’t put $400,000 
in our bank, 

Senator SparkMAN. How much? 

Mr. Green. $400,000, He said he would think about. it, and he final- 
ly did put in $300,000 

Senator SparkMAN. When was that? 

Mr. Green. That was shortly after the bank opened. 

Senator SPARKMAN, 1953? 

Mr. Green. Around the middle of June, in 1953, yes. 

Senator Sparkman, Upon what basis does the county treasurer de- 
cide where to deposit county funds? 

Mr. GREEN. Well, Thaven’t any idea, but I a ee he gives consider- 

ike to put it. 


ation to who he might. know and where he woul 
Senator SPARKMAN. Do or pay interest on those deposits? 
so. 


Mr. Green. I don’t thi am not sure about that. We do 
put up collateral to guarantee the deposits, and, by the way, that is one 
thing that the FDIC has always complained about in every report. 
They contend that that is an ultra vires act on the part of the bank. 
ra Sparkman. What is an ultra vires act on the part of the 
VaNnkK § : : 

Mr. Green. The bank putting up collateral for a deposit, by the 
county treasurer, ' 

Senator SparkMAn. On county funds? 

88551—56—pt. 2—20 
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Mr. Green. Yes, sir. 

Senator SparKMAN. I am just interested. I don’t know that it has 
much to do with this hearing. Why would that be ultra vires, in 
putting that up and State funds would not be? 

Mr. Green. The law provides for State funds deposits, but I don’t 
think there is any law with reference to county fund deposits, 

Mr. Wauiace. Mr. Chairman, what is ultra vires? 

Mr. Green. Well, that is an act performed by a corporation which is 
outside the scope or the authority of the corporation. 

Senator SPARKMAN. It comes from two Latin words, “ultra,” mean- 
ing outside, and “vire,” meaning strength, power, outside the power, 
powers, it is plural. 

Mr. Green. Thank you, Senator, I always wondered. 

Senator Sparkman. That is educating in a different sense, 
[ Laughter. | 

Mr. Green. Well, it is certainly very beneficial. 

Senator Sparkman. Had you contributed or participated in Mr. 
Brenza’s campaign ? 

Mr. Green. No, merely whatever I would do, generally speaking, in 
acampaign. By that I mean I didn’t single out John Brenza to help 
him or make any contribution to him, or anything of that character. 

Senator SparKMAN. In other words, you personally are a member 
of your party, and what you have done has been in that capacity. 

Mr. Green. That is right. 

Senator SPARKMAN. Your bank has not. 

Mr. Green. No. 

Senator SparkMAN. Did the bank contribute to the welfare fund for 
county employees? 

Mr. Green. Yes, I understand they did. 

Senator Sparkman. Is that common practice among the banks? 

Mr. Green. Well, I think it all depends upon what may be deemed 
to be common practice. 

Senator Sparkman. Or is it the practice only of those banks that 
get deposits? 

Mr. Green. Well, I have not analyzed the list, but I imagine that 
anyone who did would find that those who had deposits were contribu- 
tors to the flower fund, or whatever you call it. 

Senator Sparkman. Is that a long-standing tradition here? 

Mr. Green. As far asI know, it has been done for a great many years. 
I don’t know how long. 

Senator Sparkman. We won’t take the time now. It would be in- 
teresting to know just what it is and what is done with the money, and 
so on and so forth. 

Governor Green, do you know what is done with the money ? 

Mr. Green. No, I don’t. 

Senator Sparkman. Is it actually a welfare fund? I mean, in the 
sense of being charitable. 

Mr. Green. Well, I don’t know. My experience with things of that 
character has been that any man in public office, it is generally a pretty 
good thing to pay some attention to the deceased, so you send flowers if 
you can, and to weddings, and maybe birthdays. 

Senator SparkMAN. Have you read The Last Hurrah? 

Mr. Green. Yes,I did. I thought it was wonderful. 
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Senator SparkMAN. The way you started off I thought you were 
going to tell about the wake. 

” Mr. Green. Well, I have attended those too. 

Senator SparKMAN. Do you feel that contributions to campaign 
funds or to welfare funds have anything to do with deposits of the 
county funds in the banks? vet: 

Mr. Green. I think it depends largely on the individuals. But 
there’s no sense in playing ostrich about the thing. It seems to me to 
be perfectly obvious that 1f someone does a favor for you, why you're 
going to reciprocate in some way if you can. 
~ Now, I’m not speaking about the propriety of it or the ethics of it 
or the morals of it. It struck me as being peculiar that here were, 
under the National Banking Act, the national banks—they cannot 
make political contributions of any kind. But I don’t find any law 
where it prohibits a State bank from making a political contribution. 
A State bank cannot, of course, give money or property or any emolu- 
ment of any character to a State treasurer if it is given because he has 
State funds on deposit. And I don’t know. It 

Senator SparkMAN. You regard the part that you’ve talked about as 
being purely practical. But let me ask you this: You do not approve 
of a system that would require banks to make a contribution in order 
to obtain deposit of State funds, do you? 

Mr. Green. Oh, certainly not. 

Senator Sparkman. You think that kind of a practice is to be 
frowned upon ? 

Mr. Green. Yes, I do, and I think perhaps your committee, Senator, 
might recommend to the Congress an act of legislation which would 
definitely prohibit a State bank from making a political contribution— 
that is, a State bank where there were funds on deposit which were in- 
sured by the FDIC. 

Senator SparkMaAn. Yes, I’m ead you put that last in, because, of 
course, our powers over State banks are limited. 

Mr. Green. Yes. 

Senator Sparkman. But we do have jurisdiction over the Federal 
Deposit Insurance Corporation. 

Mr. Green. That’s right. 

Senator SparkMAN. It does seem to me that where funds are in- 
sured we could require that in order for them to be insured certain 
conditions be complied with, and I think by all means that is one of 
them that must be taken in. 

Mr. Green. I think that would be very sensible, yes. 

Senator Sparkman. You do feel that the insurance of deposits is a 
most important function in connection with banking, do you not? 

Mr. Green. Oh, definitely. No question about it. 

Senator Sparkman. In fact, I believe it was you that said you 
couldn’t conceive of a bank not having its deposits insured, did you 
not. in your direct statement ? 

Mr. Green. Yes, I think any person who would open a bank or run 
a bank that was not insured by the FDIC would be utterly foolish. 

Senator Sparkman. I just wonder if they do it now at all. I don’t 
know of any that has been opened in recent years, . 

Mr. Green. I don’t know of any. It seems to me there were some 
private banks that have held out. 
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Senator Sparkman. There are some that have held on without it. 

Mr. Green. Yes, but I don’t know of any—— 

Senator SparkMAN. And not many of them now. 

Mr. Green. I don’t think so. 

Senator SparKMan. No. 

Mr. Rogers? 

Mr. Roerrs. Governor Green, after Mr. Brenza left office, did Mr. 
Paschen succeed him as county treasurer ? 

Mr. Green. Yes. 

Mr. Rocers. Did Mr. Paschen withdraw the county funds? 

Mr. Green. No. No, they’restill there. 

Mr. Rocers. They’re still there? Three hundred—— 

Mr. Green. As far as I know, unless they were taken out this 
morning. 

Mr. Rogers. Did the Elmwood Bank contribute to Mr. Paschen’s 
employees’ welfare fund ? 

Mr. Green. Yes; I think Mr. Russell gave you a list of all of those, 
but I’m sure that that is on that list. I think in the amount of $300. 

Mr. Rocers. After Mr. Paschen came in, did you discuss with him 
the county deposits or did Mr. Sullivan do that ? 

Mr. Green. Well, I didn’t discuss it with him, and I don’t know 
whether Mr. Sullivan did. 

Mr. Rocers. Mr. Sullivan was the deputy in his office; is that right ? 

Mr. Green. Yes; he was vice chairman of the board of the Bank 
of Elmwood Park. 

Mr. Rogers. I assume, since he was in Mr. Paschen’s office, if any- 
body would have talked to him about it, it would be he. 

Mr. Green. He may have. 

Mr. Rogers. But you didn’t ? 

Mr. Green. No. 

Mr. Rogers. I believe that’s all, Mr. Chairman. 

Senator SparkMAN. Did you contribute or take part in Mr. Paschen’s 
campaign ? 

Mr. octoe Well, not exactly. Ididspeak at—— 

Senator Sparkman. A testimonial dinner? 

Mr. Green. The same dinner with Herb one night, and we kind 
of kidded each other a little bit. I didn’t hurt him in any way. I 
know that. But I can’t say that I campaign for him or took part. 

Senator SparkMAN. Are you members of the same party ? 

Mr. Green. No; Herb is a Democrat and I’m a Republican. 

Senator SparkMAN. I understood your question a while ago to-cover 
it all. You say that for several years so far as you know this has 
been a customary practice—— 

Mr. Green. Yes, 

Senator SparkMAN,. For the banks to contribute to the welfare fund. 
Of course, if I should state my own personal opinion, it would’seem 
perfectly all right for banks to contribute to the charitable under- 
takings in their respective communities. It seems to me the question 
here would be what use was actually made of the welfare fund. Was 
it a charitable undertaking? 

Isay this toeverybody. Our committee is concerned primarily with 
the laws affecting banking and the conduct of banking and the various 
aspects of banking throughout this country... It seems to me. that 
sound banking would require a very strict adherence to the things 
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that are proper and certainly would not cover anything that might 
be considered the paying of tribute in order to receive certain favors. 

Any further questions ¢ 

Mr. Wallace. 

Mr. Watxace. Just one further thing on these deposits, Governor 
Green. If you had a million dollars on deposit, they could be pulled 
out all at once if the State treasurer or county treasurer or public 
administrator, whoever it was, so desired ¢ 

Mr. Green. Yes; they could. 

Mr. Wauuace. Does that constitute a danger to the stability of the 
bank ? 

Mr. Green. Yes, in a way. If it is taken out very suddenly and 
without any notice, then the bank would be embarrassed. 

Mr. Wa.tace. There’s one other phase of the questions which I'd 
like to ask now, and I don’t think it will take very long. It’s your 
relationship with John Russell. 

Mr. Green. Yes. 

Mr. Wauxuace. As I understood it, he was an attorney for the FDIC 
during the negotiations for creating a new bank of which you were 
the chairman of the board. When did you first meet Mr. Russell ? 

Mr. Green. I think the first time I met Mr. Russell was when we 
went to the FDIC to talk about the capital insurance, and so forth. 

By the way, mentioning capital, if I may I would like to—I have 
read a great deal about this business of the capital of the bank and 
Mr. Gover insisted on a million dollars, and we only put up $600,000. 
I feel, in my judgment, that Mr. Gover got his million dollars, in 
effect at least, because he exacted an agreement from us. 

See, we were arguing with Mr. Gover on the capital subject. He 
was thinking that this bank would—well, he said, “It will go to— 
become a $25 million bank in a very short time.” And we didn’t 
think so. And he thought our deposits would only drop 10 or 15 
percent. We thought the deposits would go down at least 3314 percent 
and possibly 40 percent. And if they did, why then even $600,000 
was somewhat unreasonable as an amount of capital. And as it actu- 
ally turned out, the deposits did go down between 33 and 40 percent. 
But Mr. Gover exacted an agreement out of us that if the deposits 
of the bank went to $20 million and remained there for a period of 
6 months that then we would put in $150,000 of new capital, and that 
if the deposits went to $25 million and remained there for 6 months 
then we would put in an additional $250,000 of capital, which could 
come from the earnings—didn’t necessarily have to be new capital 
but could come from the earnings if they were warranted at that 
point. 

So, in effect, Mr. Gover did get his million. 

Mr. Wattace. We only have really two interests with respect to 
the amount of the ca ital primarily, I think. One is that if the re- 
quirement was publicly stated and privately stated as being a million 
dollars, then other potential persons who might want to take over 
the bank would say, “Well, a million dollars is too much; I’m not 
interested,” and leave, whereas if they had known that they might 
have gotten it for $600,000, as you did ultimately, they might have 
stuck around, so to speak. 

Mr. Green. Well, we never would have organized and have had to 
put up a million dollars; I can assure you of that. 
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Mr. Wauxace. The second interest we have in the matter I believe 
is that Mr. Gover stated before us in Washington in his testimony 
there that he was for a million—and I think he dropped down to 
$850,000—but that he had received a telephone call from Mr. Sailor in 
Washington informing him the decision had been made that it was to 
be $600,000, and that was the way he was informed of it. 

Mr. Green. I don’t know anything about that. 

Mr. Watutace. Back to Mr. Russell, however, when did you first 
mention to Mr. Russell the possibility of coming with the bank as an 
officer ? 

Mr. Green. I think that several days after again our public meet- 
ing in Elmwood Park 

Mr. Watiace. When was the public meeting again ? 

Mr. Green. On Tuesday, May 19. 

Mr. Wautace. May 19! Thenit wasa few days after that? 

Mr. Green. A few days after that, when I had appointed a com- 
mittee. I think as I stated Mr. Giachini was chairman, and Mr. 
Drexler, and Mr. Mascarella, to look into the possibilities of officer 
personnel. And there were suggestions made. We interviewed— 
when I say “we” I mean the entire board—interviewed at least three 
men. I can give you the names of these men, but I prefer not. 

Mr. Watuace. It’s not necessary I believe. 

Mr. Green. They talked to us confidentially at the time, and I don’t 
think—they’re still with the same institutions and I don’t think that 
those institutions knew. 

Mr. Wautace. We know who they are, and it has no bearing on this 
case. 

Mr. Green. I see. Well, at any rate, we were getting nowhere fast, 
and I was in touch with the people at Continental Bank, Mr. Drexler 
was in touch with the people at the American National Bank, under- 
taking to get suggestions with reference to a possible president. And 
in talking with the Continental Bank, they said they had been im- 
pressed with Russell in the way he had handled himself in connection 
with a conference which we had held previously there to determine 
whether subscribers to the stock could assign their deposits or a part 
of them in the old bank in connection with their subscription to stock 
in the new bank, and would the Continental Bank recognize those in 
lieu of cash. At that conference, Mr. Graham, Mr. Snyder, and Mr. 
Hammerstrom, and I think Mr. Friedlich, the attorney for the bank, 
Russell and Drexler and myself. 

And they mentioned Russell. I had no authority to make any offer 
to Russell, but I did ask him if he would like his name submitted to the 
board for consideration. Mr. Giachini and I talked to him on an oc- 
casion about it, and he stated that he couldn’t do it, that he had work to 
do for the FDIC, and he talked about his family. He had five chil- 
dren and was building an extension on his home there in Washington. 
And he said that—not to consider it. So his name was never submitted 
to the board for the Dg meg 
x M a W anacee Who was it that suggested him from the Continental 

ank ? 

Mr. Green, Well, it was Mr. Snyder in connection—— 

Mr. Wattace. Who—— 

Mr. Green, Not that he made any point about it. 

Mr. Watxace. Oh. 
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Mr. Green. He just gave me an idea that they were impressed with 
Russell and his activity, and I thought that possibly he might make a 
cood president. 
~ Mr. Watxace. I see. 

Mr. Green. But it never reached the point where his name was sub- 
mitted. 

Mr. Watzace. When was the actual offer of employment made? 

Mr. Green. You mean his—— 

-, Waace. To Mr. Russell. 

, Green. When he came to the bank? 

>, Wauiace. Yes, the offer which resulted in his coming to the bank. 
When was that made ? 

Mr. Green. That was made the latter part of June. We had inter- 
viewed 3 or 4 men for what we termed the second spot, and for some 
reason or another there were objections to each one, and we were get- 
ting nowhere fast, and we needed additional personnel in the bank. 
And that led to our discussion regarding Russell. And the board later 
authorized me to call Russell to see if he would come as executive vice 
president with the idea that if everything went well and he made good 
that he could become president the following January, beeause Mr. 
Sullivan was only there temporarily. 

Mr. Wauxace. You had selected as president Mr. Sullivan by this 
time ? 

Mr. Green. Oh, yes. 

Mr. Wauiace. Who suggested Mr. Sullivan ? 

Mr. Green. I got that from—that idea from Mr. Snyder of the Con- 
tinental Bank. I think that we were getting pretty desperate then or 
I was at least, and so I was pestering Continental Bank considerably 
for suggestions, and we talked about everyone they could think of in 
connection with a downtown bank. I think we even gave considera- 
tion to some officer of a bank in Milwaukee but that was given up. And 
on Friday afternoon Mr. Snyder talked about Sullivan. I discussed 
him with what members I could, but I didn’t know whether he would 
accept it. I called Snyder early that evening to call Sullivan and 
ascertain whether he would entertain the idea of becoming president. 
He did. And Snyder called me later and said that he would want to 
talk about it but if he was interested that he would be interested only 
on a temporary basis. 

I called Drexler—or I asked Snyder to ask Sullivan to come to my 
office the following day, which was on Saturday. Then I called 
Drexler and advised him of the situation, and he then undertook to 
poll each member of the board as to whether Sullivan was acceptable 
as president, so that when I talked to Sullivan the following day I 
would have some definite idea as to whether I could submit a proposal 
to him. 

Mr. Watxace. When did Mr. Snyder first come into the picture? 
He suggested both Mr. Sullivan and Mr. Russell. 

Mr. Green. I can’t say that Snyder suggested Russell. All he 
did was make a remark to the effect that they at the Continental Bank 
liked the way that Russell had handled himself in this conference, and 
that sparked my mind to the point where I thought, “Well, we'll at 
least talk to Russell.” 

Mr. Wauxace. Did Mr. J. Roy Browning ever say anything to you 
about the possibility of Mr. Russell going with the bank ? 
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Mr. Green. Well, I’m trying to recall. He did mention Russe]]’s 
name, but I’m a little uncertain as to when he mentioned him, but he 
was always very favorable to Russell, or I mean he thought he would 
be a very good man. 

Mr. Watxace. Did you know that Mr. Hodge had loaned Mr. Russel] 
$2,000 ? 

Mr. Green. No, I didn’t know that until I—I was in San Francisco 
and I read it in the newspaper. I mean just—that was in August I 
believe. 

Mr, Watxace. Did Mr. Hodge ever suggest Mr. Russell to you or 
any of your 

Mr. Green. No; but he would approve Russell. He didn’t suggest 
him; no. 

Mr. Watxace. You say he would approve him. What do you mean 
by that? 

Mr. Green. Well, the State auditor would have to approve the 
officer. 

Mr. Wattace. I see. 

Mr. Green. And I think they were quite friendly and Hodge re- 
spected Russell. 

Mr. Watxace. I see. 

Mr. Green. But Hodge didn’t suggest him as an officer. 

Mr. Rogers. Governor Green, what was Mr. Sullivan’s background 
before he went into the job? 

Mr. Green. Well, Mr. Sullivan had been an examiner in the State 
auditor’s office. He was associated with the old Hibernian Bank. 
He was a vice president of the Foreman National Bank when it ex- 
isted here. He had been receiver for the Chicago Surface Railways 
for I don’t know—8 or 9 years. 

Mr. Rogers. He was just winding up on the receivership at that 
time ? 

Mr. Green. Yes; he was just winding that up at that point. 

Senator Sparkman. Thank you very much, Governor Green. We 
ent your response to our questions. You have been quite 

elpful. 

Mr. Green. Thank you, Senator. 

Senator Sparkman. The committee will now stand in recess until 
3 o’clock. After the recess we shall expect to have testimony from 
the following: Mr. Peter Giachini, Mr. Jack O. Brown, and a group 
of stockholders from the First State Bank of Elmwood Park. 

The committee stands in recess. 

(Whereupon, at 1:25 p. m., the committee recessed to reconvene 
at 3 p. m., this date.) 


AFTERNOON SESSION 


Senator Sparkman. Let the committee come to order, please. Our 
first witness will be Mr. Peter Giachini. 

Will you hold up your hand, and be sworn. 

Whereupon Peter D. Giachini was duly sworn as a witness by Sen- 
ator Sparkman, and was examined and testified as follows: 
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TESTIMONY OF PETER D. GIACHINI 


Senator SparKMAN. Be seated, please, sir. 

All right gentlemen. 

Mr. Giachini, for the benefit of the record, will you give your name 
and tell us your address, your present business connection, and your 
background generally ? 

Mr. Giacutnt. My name is Peter D. Giachini. I live at 1401 Jack- 
son, River Forest, and I am the president of the Maywood-Proviso 
State Bank, 411 Madison Street, Maywood, IIl. 

[ am an attorney by profession, and have practiced law for in ex- 
cess of 20 years prior to the time I went into the banking business. 
| still maintain offices downtown with partners, and the name of the 
firm is Giachini, Ley & Cross. The office is located at 105 West 
Adams Street in the Bankers Building. 

I first became actively connected with the banking business in a 
capacity other than counsel for financial institutions with the Bank 
of Elmwood Park where I was in a semiactive basis, and where I was 
general counsel for the bank. 

Senator Sparkman. You are a stockholder there now ? 

Mr. Gracurnt. I am not. 

Senator SpaRKMAN. You are not on the board? You don’t hold 
any connection with that bank now? 

Mr. Giacutnt. I have no connection whatsoever at this time with 
the Bank of Elmwood Park. 

Senator SparkMAN. Or with any other bank? 

Mr. Gracutnt. I am president of the Maywood-Proviso State Bank, 
and I am a stockholder in the Maywood-Proviso State Bank. 

Senator Sparkman. Thank you. Mr. Wallace will ask you some 
questions. 

: Mr. Wautace. You became a stockholder in the Bank of Elmwood 
Park when it was organi 

Mr. Gracurnt. I did, sir. 

Mr. Watxace. Can you tell me the circumstances surrounding your 
purchase of that stock ? 

Mr. Gracutnt. Yes;Ican. In the spring of 1953, the Chicago news- 
papers told of the difficulties of 3 banks in Chicago, 3 State banks 
among them the Bank of Elmwood Park. The Bank of Elmwood 
Park is within walking distance of my home. I have always been in- 
terested in banks. 

I then contacted a man who was active in the Republican Party in 
the State of Illinois, a man incidentally whom I did not know pre- 
viously, and told him I was interested and asked whether it cana be 
possible for me te buy some stock in the bank. He told me Governor 
Green was organizing the group and he couldn’t help me at all. 

I thanked him na returned to my office, and called up Governor 
Green and told him of my interest in the bank, 

Mr. Watxace. Wait a minute. I am confused. You went to this 
person and said what? 

Mr. Gracuint. I told him I would be interested in participating in 
the organization of the new bank in Elmwood Park. 

Mr. Wauiace. What did he say? 

Mr. Gracutnt. He said he was sorry, he could not help me because 

‘Governor Green was organizing the Elmwood Park group. 
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Mr. Watxace. What does that mean ? 

Mr. Gracutnt. You would have to ask him, sir. I can’t tell you, 
That is what he told me. 

Mr. Wauiace. Who was it? 

Mr. Gracutnt. The man to whom I spoke, Charles Fleck. 

Mr. Wattace. Well, who is he? 

Mr. Gracuint. He was and I believe still is the public administrator 
of Cook County, Ill. 

Mr. Wattace. He told you, when you asked him about this situa- 
tion, that Governor Green was interested in it and he couldn’t help 
you? 

Mr. Gracurtnt. That is right. In other words, it wasn’t a situation 
where he could goin. He said, “In good conscience, I can’t help you.” 
He said, “Because” 

Senator SparKMAN. In other words, it had been preemptive. 

Mr. Gracnuint. That is correct, sir. 

Mr. Rogers. Mr. Giachini, did he mean that, or did he mean he had 
nothing to do with it? 

Mr. Gracurnt. I am repeating words. I don’t know what he meant. 

Mr. Rogers. We are trying to get the significance. 

Mr. Gracuinr. You must understand I didn’t know the man. 

Mr. Wauuace. Was it because Mr. Fleck was an attorney that you 
went to see him ? 

Mr. Gracutnt. Yes, sir. 

Mr. Wauxace. I think that might clear it up. Mr. Fleck was the at- 
torney he went to see to help him. 

Senator SparkMAN. I assume that the neighborhood in which the 
bank was being organized probably would not sustain more than one 
bank. That is the reason I used the term “preemptive.” 

Mr. Giacutnt. Yes. 

Senator Sparkman. There was a group already working on or- 
ganizing one, and he probably thought that one was all that com- 
munity would require. 

Mr. Gracurnt. I should think that is probably what he meant. 

Mr. Rogers. Let me clarify it. Did you want to start another 
bank? 

Mr. Gracutnt. No; just in place of the one that had been closed. 

Mr. Rogers. A new bank? 

Mr. Gracutnt. That is right. 

Mr. Wauiace. What did you do after Mr. Fleck said he couldn’t 
help you? 

Mr. Gracutnt. I called up Governor Green. I told him of my in- 
terest. He told of the efforts being made by his group to organize 
the bank at that location. And he said that the president of the Mont 
Clare-Elmwood Park Chamber of Commerce, a man by the name 
of John Mascarella, whom I did not know, was the man to see. 

By that time I had seen too many people, in my opinion. Although 
he asked me to call Mascarella, I decided that possibly the idea 
wasn’t so good, so I didn’t call anybody up. In fact, I was a 
little disgusted because I felt that if Governor Green wanted me in 
the picture he could have said yes. He didn’t say yes. He referred 
me to somebody else. I dropped the matter. 





ILLINOIS BANKING SITUATION 559 


That night when I got home, or the next night, I forget which, 
I got a call from John Mascarella. He told me he had talked with 
the Governor, and that my participation would be welcomed. 

Mr. Wautace. What happened next? I was trying to think when 
you were definitely a part of the group, was there any agreement as to 
who would have what position? What position Green would have, 
what position you would have, and so forth ? 

Mr. Gracuint. I was very frank with Governor Green after I had 
talked to the president of the chamber of commerce, and told him 
that I would be glad to get my clients and my friends to participate 
in the subscription for stock; that 1, my personal interest was to be 
general counsel for the bank. He agreed to that. 
~ Mr. Watiace. Did you agree that Green would be chairman of 
the board ¢ 

Mr. Gracutnt. Not at that time. 

On the day that we went out to the first meeting of shareholders, at 
the subscription meeting at Sayre Field, Governor Green and I went 
out in a taxicab, and I again repeated to him my interest, and I wanted 
to make it very clear so there was no misunderstanding. He said, well, 
that had been promised to his partner, Weinberg, but that he had 
talked that over with Weinberg, and it was agreeable for me to be 
counsel for the bank. 

I said, “Now, Governor, I think it is only fair I should ask you what 
your interest is. Why are you participating in this?” 

He said, “I think that is a fair question.” And he said, “My in- 
terest is to be chairman of the board of directors. Would you have 
objection to that ?” 

I said “No.” 

Mr. Wautxace. How much did you invest? 

Mr. Giacuint. The total investment of my group at that time, which 
included maybe 15 or 20 people, was $150,000. That was later in- 
creased to $180,000 after the bank had been organized. 

Mr. Wasa Could you identify the larger participants in your 
group ! 

Mr GracHiIni. Yes;I can. I havea list right here: Isabelle Balsmo. 

Mr. Watxace. Spell that, please. 

Mr. Gracutnt. B-a-l-s-m-o. Dr. Nicholas J. Balsmo, her husband; 
Orville Colianni, C-o-l-i-a-n-n-i, of Arlington Heights, Ill.; E. B. 
Boston, of Air Products Company of Chicago; Joseph J. Basse; 
Roney Kelly ; Frank Robbins. That is all I can recall right now, Mr. 

Vallace. 

Mr. Watxace. Did you know that Orville Hodge was participating 
in the ownership of this bank at the time you agreed, you and your 
group, to become participants in it? 

Mr. Giacurnt. I did not. I don’t think anyone else knew it, either. 

Mr. Wattace. Did you know who J. Roy ating was? Did you 
know J. Roy Browning at that time? 

Mr. Giacuini. I think I had some cases with him. I knew who he 
was, 

Mr. Watace. You knew that he was an attorney for Mr. Hodge in 
that situation? 

Mr. Giacurnt. I might have known that. I don’t know. I know 
his office did some collection work, and we had some cases with him. 
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Mr. Watxace. Did you participate in the determination of the new 
bank with regard to their loans, purchases of mortgages, and so forth? 

Mr. Gracurnt. I did. 

Mr. Wau.ace. In your judgment, for a bank in that neighborhood, 
and that is your neighborhood, as I understand it, do you think the 
bank was following wise policies in its mortgage loan portfolios! 

Mr. Giacnint. In most of the loans; yes. Most of the investments, 
I agreed with the policy. 

Mr. Watuace. There were occasional disagreements. 

Mr. Gracutnt. There were disagreements; yes. 

Mr. Wat.ace. Did that bank ever have any dealings with the bank 
at 68th and Stony Island? 

Mr. Giacutnt. What is the name of that bank at 68th and Stony 
Island? Southmoor? 

Mr. Wattace. That is right. 

. a Giacutnt. Yes; we did have dealings with the Southmore 
ank, 

Mr. Watxace. Could you tell us what some of those dealings were? 

Mr. Gracuint. The only dealing of which I have knowledge is the 
one that I objected to, and that was in connection with the acquisition 
of some loans, some Veterans’ Administration loans, or I should say 
first mortgage guaranteed by the Veterans’ Administration commonly 
known as GI loans. And at one of the board meetings Governor 
Green announced that he had received a call from his Friend, Leon 


Marcus, who was, I believe, chairman of the board of the Southmoor 
Bank at that time, and that Mr. Marcus had suggested that the Bank 
of Elmwood Park purchase a million dollars worth of GI loans that 


were part of the Southmoor portfolio. The Governor recommended 
the purchase. I asked for time to check into the securities, and I was 
given that time. I made my report at the next meeting. I reported 
that in my opinion it was not a good investment for the bank. 

I succeeded in getting the board to reduce the investment from 
a million dollars to a half million dollars. I still felt that the half 
million dollars was not a good investment, but far better to take the 
half million dolars rather than the million dollars. 

Mr, Wattace. What was this? What were the steps that you took 
in checking on the market for this type of paper? 

Mr. Gracurnt. I did all of the things any prudent businessman 
would do or any prudent lawyer would do in determining whether 
an investment was good. I checked it from every possible source. 

Mr. Watuace. As I understand it, the proposal was to buy the mort- 
gages at par. 

Mr. Gracutnt. The proposal was to buy them at par. 

Mr. Watxace. One hundred cents on a dollar? 

Mr. Gracurnt. Correct. 

Mr. Wattace. Although, as I understand it, the other bank was to 
service them, 

Mr. Gracutnt. That is correct, without charge to the Bank of Elm- 
wood Park, and the normal charge is a half a point. 

Mr. Wauxace. That is like buying it for 9914? 

Mr. Gracutnt. No. They tell me that that is not the correct mathe- 
matics. I still don’t understand their computations. But they do 
say that where the selling bank services the loan without charge, that 
is something of value. Of course, in this instance, it probably proved 





ILLINOIS BANKING SITUATION 561 


to be of no value whatsoever, if the Southmoor Bank is no longer 
servicing the loans at this time. 

Senator SparKMAN. If that service is worth half a point, as you 
indicate it usually is, and if the selling bank does service them, then 
it would be the same as your buying them at 9914 so far as the value 
to your bank is concerned. 

Mr. G1AcHINI. Senator, I would have said so, but one of our direc- 
tors who was more familiar with such matters than I, was very vehe- 
ment and still is to this day in saying the value is much more than 
that. He took the position that the value of that one-half point was 
as much as4 points. That if you get a bank to do the servicing for you, 
it is like buying the mortgages at 96. I still don’t believe it, but in 
fairness to him, I am giving you what he says. 

Senator SpaRKMAN. Anyhow, it was a favorable transaction so far 
as your bank was concerned ? 

Mr. Giacuini. I thought not. The rest of the board thought yes. 

Senator SPARKMAN. Were they selling at a discount at that time 
generally ¢ 

Mr. Gracutnt. I felt so. 

Senator SpARKMAN. Why did you feel that it was not? 

Mr. Giacurnt. I felt that was a bad investment for our bank be- 
cause the same mortgages could be purchased at a discount. 

Mr. Wauxace.. What period was this? 

Mr. Gracutnt. This was in, I had better give it to you exactly, Mr. 
Wallace. I willsay, I know when it was, the matter was brought up in 
the latter part of 1953 and the discussion went over into 1954. 

Mr. Watuiace. Were these seasoned mortgages or new mortgages? 

Mr. Gracutni. They were comparatively new mortgages. 

Mr. Wauxiace. Comparatively new mortgages. I see. 

Mr. Gracuint. I might read to you a copy of a letter that I wrote 
to Governor Green on December 6, 1953. I will just read that portion 
which pertains to the loans in question. 

Dear GOVERNOR: I am leaving town teday, so will not be able to attend the 
meeting you suggested for tomorrow. The principal matter of discussion was to 
he the proposed purchase of a half million dollars VA loans from the Southmoor 
Bank. I understand that had been reduced because of my objections from $1 
million to a half million dollars. I am still opposed to the purchase of these 
loans. Even if we were able to purchase the mortgages at 98, the return would 
only be 4.6 percent. In order to make the purchase really attractive, we should 
be able to get 98, the return would only be 4.6 percent. In order to make the 


purchase really. attractive, we should be able to get them at 93. I understand 
from what I have been told that Marcus— 


| think that refers to Leon Marcus— 
doesn’t even want to sell at 98. 


Mr. Watuace. Had you checked with any of your connections to 
find out from another source what these mortgages were being sold 
for by the Southmoor Bank? 

Mr. Giacurnt. I did check. 

Mr. Watxace. What did you find out? 

Mr. Gracutnt. As a result of my examination, I was satisfied they 
were being sold at a discount in cases where the buyer did his own 
servicing. 

Mr. Wattace. I see. 
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Senator SparkMaNn. Getting back to this discount on the GI mort- 
gages, let me say I think perhaps the director, the other director, 
other member of the board of directors was correct. You said a half 
point. You mean a half of a percent? 

Mr. Gracuint. Of interest. 

Senator SparkMaN. It is usually worth about a half a percent 
interest to service, and to administer. 

Mr. Giacurint. That is correct. 

Senator Sparkman. That is the way it is usually calculated. Ordi- 
narily, that would be about four points on a discount basis because, 
you see, if it were just for 1 year, it would be just a half point. Be- 
cause it would be just for that 1 year. The longer the mortgage is 
stretched out, you see, I mean, it would be just one point. If it were 
worth a half percent and had 1 year to run, it would be a half point. 
The longer it has to run, the greater number of points it would repre- 
sent. 

Mr. Giacurnt. But the point that I made, Senator, was that we 
didn’t know how long the Southmoor would be in business. What 
good is their agreement to service—— 

Senator SparKMAN. You are right on that score. If you were in 
doubt as to how long this agency might continue to be servicing agent, 
then you are right, because the shorter the time the less the value to 
you. 

: Mr. Rocrers. Why were you in doubt as to how long the Southmoor 
would be operating ? 

Mr. Gracutnt. I knew they were in trouble. I knew they were 
overloaned. I think it was common knowledge in banking circles. 
It was common knowledge that they had a portfolio of first mortgage 
loans that were just too heavy for a bank that size. And a lot of the 
loans were tract loans, loans from all one subdivision. So that if 
one owner of a home had a complaint, generally everybody in the 
whole subdivision had that same complaint. Maybe the foundation 
or the roof wasn’t right or something like that. Whereas, if you buy 
GI loans spread in many subdivisions you are likely to have a better 
portfolio of loans. All of these were from the same area. 

Mr. Rogrrs. Could it be possible that one reason they wanted to sell 
a million dollars worth was to reduce this imbalance ? 

Mr. GracHrnt. That was the reason, no question about it. 

Mr. Rocers. It was. 

Mr. Gracuint. And I wasn’t too concerned about our buying them 
except I wanted to buy them at what I considered to be a favorable 
price to the Bank of Elmwood Park. 

Senator SparkMAN. I want to get into this picture just a little bit 
because I am interested in the housing angle. y am chairman of our 
Housing Subcommittee. You speak of GI mort, If they were 
any other type of mortgage, I would go along with your argument. 
But on a GlI-guaranteed mortgage the Government actually guar- 
antees, and I don’t see how it is possible for a marta or a holder 
of the guaranteed GI mort to lose on it even if they are all in 
the.same subdivision, because the Government guarantees the payment 
of those mortgages. Theoretically, it guarantees 60 percent, but we 
know that in practice they actually pay off the side mortgage. 
Therefore, it is a virtual Government guaranty of 100 percent. 
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Mr. Giacuint. I can’t disagree with you, Senator, because what 
you say is true. 

" Senator SpaRKMAN. I am not arguing about your point about the 
servicing. Had you been able to buy those and service them yourself, 
it seems to me it would have been a very good investment. 

Mr. Watuace. Did you discuss your own personal doubts about the 
management of the Elmwood Bank with anyone / 

Mr. Gracutnt. With the board of directors at every meeting. 

Mr. Wattace. Did you ever discuss it with Mr. Orville Hodge? 

Mr. Gracutnt. I had no discussions with Orville Hodge at any time 
other than with the group, with the group when we were trying to 
get the charter, trying to open the bank, with one exception. That was 
at a time when I went to him and objected, and I felt that possibly he, 
as the State auditor, might see my point. I felt that our board was 
making a serious mistake in buying these loans at a higher price than 
I thought they were worth, and I asked him if he wouldn’t try to talk 
to Governor Green and get him to see the light on it. 

Mr. Watuace. Asked who? 

Mr. Giacuint. I went to see Orville Hodge and asked him if he 
wouldn’t—I told him of my opinion on these bonds. I didn’t realize 
at the time that Mr. Hodge was interested in the Southmoor Bank or 
under obligation possibly to the Southmoor Bank. I enlisted his aid, 
and he didn’t say “Yes” or “No,” but just said 

Mr. Wautace. You asked Orville Hodge to help you stop a deal 
between the Elmwood and the Southmoor Bank? 

Mr. Gracutnt. I did. I feel—I am smiling now—it was rather a 
naive question under the circumstances. 

Mr. Wauuace. It wasn’t naive at the time, was it? 

Mr. Gracuint. Yes. 

Mr. Watiace. How come you came to bring this up with Mr. 
Hodge? Did you know Mr. Hodge prior to this? 

Mr. Gracuint. No. I hadn’t been successful with my own board, 
and I knew that he as State auditor was friendly with Governor 
Green, and I felt that it was a mistake. I had a lot of my friends 
and clients, who had investments in the bank, and I felt that we were 
buying something for 100 cents on the dollar that was worth 93 cents 
on the dollar. 

Mr. Watuace. Did you know at that time that Hodge had an interest 
in the Elmwood Park Bank ? 

Mr. Giacutnt. I might have suspected it, but I don’t think I knew 
it. I don’t think I really knew it until he admitted it recently when 
all of this thing hit the papers. 

Mr. Watuace. Did he offer any hint or anything that he might have 
an interest? 

Mr. Gracutnt. No. Yes; he did say, I recall now, I did have a 
discussion with him, and it must have been at this time because I didn’t 
talk with him at any other time, and he said that—he indicated that 
the stock in the name of Fleming, the 3,500 shares—he had something 
to do with that. He didn’t say he owned it, but indicated that he was 
as anxious as anyone to get the Bank of Elmwood Park open and 
Governor Green was short that amount of money, and that to help 
the re out, and only to help the situation out, did he buy that 
stock. 
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In the light of what he said since then, before this committee, I am 
inclined to question the statement that he made to me. But I am 
repeating what he said on that occasion. 

Mr. Rocers. When was it he made this statement ? 

Mr. Griacurnt. I can tell you that pretty close to the correct time, 
In December 1953; in the early part of December or the latter part of 
November. If I am wrong, it was possibly 2 weeks later than that, 
2 or 3 weeks later. 

Mr. Watxace. Was that the only instance where you were critical 
of the management’s practices ? 

Mr. Giacutnt. I am afraid I was critical on other occasions. I am 
reminded that some of the other directors would drive me home from 
time to time, and would ask me why I had to be disagreeable and object. 
I must have objected to more. The best evidence of that would be 
the minutes of the board of directors of the Bank of Elmwood Park. 

I objected to loans from time to time that I felt were wrong, and since 
then all of the directors will admit that those loans were wrong. 

Mr. Watiace. What were some of the loans that you objected to? 

Mr. Giacutnt. I objected to the series of loans that totaled $80,000 
to a man by the name of Dave Siegel, to him and his associates, and 
1 objected 

Mr. Watzace. Whois Dave Siegel ? 

Mr. Giacuint. He was a man who acquired controlling interest with 
certain others in the American Plastic Co., a company that went into 
bankruptcy. He was also in the furniture business. 

Mr. Wattace. Are you familiar with the line of credit extended 
by the bank to Eddie Stack ? 

Mr. Giacuint. Yes; I objected to that, too. 

Mr. Watxace. Did that bank—were there any other loans that you 
were critical of ? 

Mr. Giacutnt. There probably were. If you can refresh my 
memory, I will be able to answer more definitely. 

Mr. Watutace. Well, I seem to recall that you were critical of a 
loan to Mr. Fleck. 

Mr. Giacutnt. There was a loan to him, and the only reason I 
objected to that was that we didn’t have his statement on file. 

Mr. Wautace. You had no statement on file? 

Mr. Giacutnt. I was assured by the directors that it would be on 
file within a short time, and I had no reason to believe it didn’t get on 
file within a very short period of time. I didn’t like the idea of our 
giving him $10,000 without a statement. 

Mr. Wauuace. Can you tell us the circumstances by which you came 
to sell your stock, very briefly? I want the general story. You sold 
it to Mr. Wirtz, didn’t you? 

Mr. Giacuint. Yes. 

Mr. Waxtace. Did you make any offers to him before you sold it! 

Mr. Gracuint. No. I didn’t know Mr. Wirtz before this incident. 
I never would have sold my stock in the Bank of Elmwood Park be- 
cause I enjoyed the work. I enjoy banking. I thought that that 
bank was doing a good service in the community ; that the community 
needed a bank. I enjoyed my work as counsel for the bank. But 
because of my disagreement with the directors on matters of policy 
we came to a breaking point, and in the January meeting, 1955, we 
had a definite split. In other words, I no longer worked with—in 
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fact, 1 shouldn’t say that—I was no longer general counsel for the 
Bank of Elmwood Park. I asked the board members at the board 
meeting—lI told them inasmuch as I didn’t agree with their policies, 
without saying whether I was right or they were right, 1 just didn’t 
agree with them—I said, “Either you buy me and my group out or 
we will see if we can get a group to buy you people out.” That didn’t 
result in anything for some time, until—oh, I did get a number of 
calls from various individuals. And I even signed a contract with 
someone to sell my stock through some broker, but that was never 
consummated. 

But finally, about 3 or 4 months after the January 1955 meeting, 
I got a call from a man who was the representative of Arthur Wirtz, 
and he asked if I was serious in wanting to sell the stock that my 
croup had, and I said, “Yes; we are very serious.” 
~ We agreed on a price, and we sold the stock. That was the end 
of it. We resigned as board members. Three of us—we elected three 
of our group to the board—we three resigned, and all of us who were 
stockholders in our group sold our stock. 

Mr. Wauxace. I think that we have already had Mr. Drexler and 
Mr. Green on the stand, and I think you stated what their arguments 
were on these mortgages. Probably they would state it differently. 
I would like to say for the record that Mr. Drexler and Mr. Green 
did object to the size of Mr. Giachini’s attorney fees that he was 
charging as general counsel. I will put that on the record. 

Mr. Giacutnt. That came afterward, sir, after it was agreed that 
we were going to disagree. Then there was a question of submitting 
our bill for services. Up to that time we had been performing work 
and there had been no question about fees. It was only after we had 
our split and I was no longer counsel for the bank that the question 
of fees came up. 

Senator SparkMaNn. Did you make a profit on your stock? 

Mr. Gracutnt. I did sir. I bought the stock at $20 a share and we 
sold it at $27.50 a share after holding it for about 2 years. 

Mr. Wauuace. Did you say how much you offered to buy that 
block of stock for, what price, or did you? 

Mr. Gracnint. In an open meeting, when the question came up, and 
[ asked them to either buy me out, me and my group out 

Mr. Wauxace. This was with Wirtz? 

Mr. Gracurnt. No, no. 

Mr. Wautace. Any one? 

Mr. Gracurnt. This is the rest of the board. I told them that I 
would, that they could buy us out at $27.50, and I said, “We will 
buy you out at more than that.” 

We gave them a higher price, something over $27.50, but they did 
not accept the offer. 

Senator SparKMAN. Let me go back to the beginning. I asked Mr. 
Wallace who was Charles Fleck. -Who did you say he was? 

Mr. Gracurnt. The Public Administrator. 

Senator Sparkman. An attorney but—— 

Mr. Gracuint. He’s a lawyer, and he’s the attorney. No, I think 
he’s the public administrator of Cook County, Ill. Will someone 
correct me? Is that correct? Yes. 

Senator SparKMAN. Public administrator ? 

Mr. Gracumnt. Yes. 

83551—56—pt. 2——21 
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Senator Sparkman. Of Cook County? Is that a person who han- 
dles estates ? 

Mr. Giacutnt. Yes, he’s appointed by the Governor and he handles 
estates of decedents who left no will and also no close heirs who would 
petition the court to have themselves appointed as administrator of 
the estate. 

Senator Sparkman. Does he have the power to place funds in 
banks? Does he have any particular connection with banks or—— 

Mr. Gracutnt. Yes; he has a goodly sum of money to deposit in 
banks. Of course, I didn’t see him for that reason. I understand 
that just from the papers—I learned this within the last few weeks— 
that he has maybe a million dollars that he has in various banks in 
Cook County. 

Senator SparkMan. All right. 

Mr. Roeers. You’re president of the Maywood-Proviso Bank? 

Mr. Gracurnt. I am president of the Maywood-Proviso Bank, 411 
Madison Street, Maywood. This is not a paid ad. 

Mr. Rogers. We have been discussing here the matter of counting 
State deposits, and so forth. I assume from what you just said you 
didn’t have any public administrator funds in your bank? 

Mr. Gracutint. I’m sorry to say we do not have any public admin- 
istrator funds, but you may consider this a public appeal for such 
deposits. 

Mr. Rogers. Do you have any county funds on deposit? 

Mr. Gracutnt. I believe we have $100,000 in county funds, and that 
has been there since the inception of the bank, with one period of a 
short time that it wasn’t there. 

Mr. Rogers. Did you talk to Mr. Sullivan about obtaining county 
deposits ? 

Mr. Giacutnt. You understand that when I came into this, when 
I became president of the bank, the funds were there, and when | 
bought my stock interest in the Maywood-Proviso Bank the deposit 
was there. 

Mr. Rocers. Then it was withdrawn ? 

Mr. Gracurnt. It was withdrawn for a matter of months. It was 
withdrawn, I think, in December of 1955 and redeposited several 
months later. 

Mr. Rogers. The reason it was withdrawn was because of Mr. Sul- 
livan’s and your experiences in the Elmwood Bank? Is that correct? 

Mr. Gracutnt. Well, I don’t know. I can’t say that. 

Mr. Rocers. No—— 

Mr. Gracuint. Mr. Sullivan—I want you to know I have the great- 
est regard for John Sullivan, although we had our quarrels on mat- 
ters that had to do with business. I mean I might disagree with a 
matter of his judgment, but I have the greatest confidence in his per- 
sonal integrity, and when I became president he did take the deposit 
out and he later put it back in. 

Mr. Rogers. Did you contribute to this welfare fund, too? 

Mr. Gracutnt. Since I have been president of the Maywood-Proviso 
Bank the bank has made no contributions to the welfare fund. 

Mr. Rocers. That’s all T have. 

Senator Sparkman. I failed to get the date that you became presi- 
dent of the Maywood-Proviso Bank. 

Mr. Gracutnt. I was elected president in January of this year. 
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Senator SparKMAN. January of 1956? 

Mr. Gracutnt. Although I was executive vice president prior to 
that time. 

Senator SparKMAN. How long before that time were you executive 
vice president ? 

Mr. Gracutnt. I would say a period of about 3 months, possibly. 

Senator SparkMan. We have a bank directory, but it happens to 
be 1954, so it doesn’t give very good information on that. 

I want to go back to Mr. Fleck. We have had a good bit about the 
State funds and a good bit about the county funds. I believe this is 
the first instance in which we have had some reference to the public 
administrator’s funds except in a general sense. How did you happen 
to go to Mr. Fleck? Is it F-l-e-c-k? 

Mr. Gracuint. F-l-e-c-k. Well, I read the newspapers, and the 
newspapers indicated that he was the only ward committeeman in 
Chicago who was with Governor Stratton when Governor Stratton 
decided to run for Governor, and I may be misstating this but gen- 
erally speaking it is known that he was one of the original group. 
And knowing that we had a Republican Governor, that I Sealer 
didn’t know Governor Stratton, but inasmuch as I was an attorney 
and Charles Fleck was an attorney, I felt I could talk to him more 
easily than I could to the Governor. I didn’t know whom else to see. 

Senator SpaRKMAN. It was not then with reference to the funds—— 

Mr. Giacurnt. Oh, no. 

Senator SparkMAN. That you might have to put out, but the influ- 
ence that he might have with the Governor. 

Mr. Gracarni. He was a right-hand man of the Governor, so I 
thought——- 

Senator SparKMAN. Yes, but he told you right off—— 

Mr. Gracuint. That he couldn’t help me at all. 

Senator Sparkman. That he was not in position to do it because 
Governor Green had already moved in? 

Mr. Gracutni. He indicated that Governor Green had shown an 
interest in the Bank of Elmwood Park and apparently had a group 
that was organizing, apparently had already started. 

Senator SparKMAN. Yes. 

Mr. Gracutnt. And I believe that to be the fact. I don’t know if 
they had their charter by then or not, but I know they were well on 
the way toward the organization. 

Senator Sparkman. All right. Thank you very much. 

Our next witness is Jack O. Brown. 

Mr. Brown, will you come around, please ? 

Whereupon Jack Orville Brown was duly sworn as a witness by 
Senator Sparkman, and was examined and testified as follows: 


TESTIMONY OF JACK 0. BROWN 


Senator SparkMAN, All right. Mr. Brown, for the benefit of the 
record, will you give your name and address and also state your present 
occupation and your background in general 

Mr. Brown. My name is Jack Orville Brown, and off the record I’d 
like to say the middle name has no particular significance in this case. 

My present residence address is 8135 St. Lawrence Avenue, Chicago. 
I am an attorney with offices at 6760 Stony Island Avenue, a location 





568 ILLINOIS BANKING SITUATION 


that may have come to your attention before. And—well, Senator, 
I don’t know how far you want me to go back. I was born in Texas. 

Senator SparkMan. That’s about as far back as you can go. 

Mr. Brown. I presume that that remark is intended back as far- - 
with reference to time rather than quality of the State, coming from 
Alabama. 

Senator Sparkman. None of us would dare impeach Texas, you 
know. As a matter of fact, it’s made up largely of Alabamans. 

Mr. Brown. I had often wondered why it was such a high-quality 
State. 

Senator SparkMaAn. Thank you, Mr. Brown. You may proceed. 

Mr. Brown. It was my good fortune to live in Texas the first 14 years 
of my life, after which my parents moved me to Kansas City, Mo., 
where it was my fortune to purchase neckties from a famous haber- 
dasher. 

And later I moved into Illinois. I came in to Aledo, Ill. That’s 
right south of Rock Island. In 1923, as a student in what is now the 
Roosevelt Military Academy. I graduated there and went over to 
Knox College at Galesburg, Il., had 4 years there. I came to Chicago, 
entered the University of Chicago Law School, graduated there, passed 
the bar, and my first position after getting out of law school in 1934 I 
was law clerk in the office of the gentleman who is now Congressman 
Barrett O'Hara from the Second District of Illinois. 

I remained in that employment some 6 or 7 months, when I accepted 
a position with what is known as the legislative reference bureau in the 
State capitol at Springfield, drafting bills and resolutions for both 
members, that is, members of both parties of the house and senate of the 
State. 

I remained in that employment some 18 months, and I was requested 
then under Governor Horner’s administration to transfer to the State 
department of insurance, where I did serve for some 5 years in the 
my of doing legal work and general administrative assistant. 

n 1940 here in Illinois we had something of a catastrophe: A Re- 
publican named Dwight Green was elected Governor, and because I 
had been campaigning pretty vigorously and making speeches for our 
Democratic candidate, Harry Hershey, one of Dwight Green’s first 
official acts when he took office was take a baseball bat and chase me out 
of the state house. 

I was lucky and landed on my feet. I was appointed assistant 
United States district attorney in the southern district of Tlinois, and 
at the time that I separated myself from that service I was in Peoria, 
Ill., where I had charge of a little branch office of the United States 
attorney’s office, covering 18 counties in central and western part of 
Illinois. And my wife was there with me. We had a home there. 

Pearl Harbor came on, and I knew I'd be drafted if I didn’t enlist, 
so I thought I'd better be wise and enlist or volunteer at least while 
I could get acommission. I did that. I was commissioned first lieu- 
tenant in the Air Corps and reported for duty at Miami Beach, Fla., on 
May 12, 1942. 

I remained in the military service for some 4 years and 9 months, 
was in China a year, India 6 months, and I was an Air Corps intelli- 
gence officer most of the time assigned to the Office of Strategic Serv- 
ices under Gen. “Wild Bill” Donovan. And I was discharged from 





ILLINOIS BANKING SITUATION 569 


Lowry Field—that is, separated from service from Lowry Field— 
December 30, 1946. And I returned to Chicago and my family. 

After some indecision about what to do and where to locate—I was 
on military leave from the Department of Justice and was entitled 
to and could have had my job back in the United States attorney’s 
office there in Peoria, but my wife had a very vigorous dislike for 
Peoria—I presume on account of the distilleries nearby. And so 
I told her that I would abandon the idea of going back to Peoria in 
the United States Department of Justice work, and I opened a law 
office in the summer of 1947 in the Southmoor Bank Building at 68th 
and Stony Island, Chicago, Ill., and I have maintained a law office 
there since that time. 

In 1948, in the early part of 1948, about the spring, my friend, 
former friend, from Biggsville, Il., Mr. Ora Smith, whom I had 
known long and well during the days that he was in the State legisla- 
ture at Springfield, asked me if I would consent to become his cam- 
paign manager. He was then a candidate for State treasurer of 
Illinois. And, although I didn’t think we had much chance to win, 
out of party loyalty and loyalty to him I gladly accepted the chore. 

I campaigned rather consistently and vigorously throughout the 
State of Illinois. In the late sprmg, summer, and fall of 1948, as 
traveling aid and campaign assistant, general campaign assistant to 
Adlai Stevenson and Ora Smith, I traveled with the caravans, and I 
wrote newspaper releases, and I wrote ads and placed them in the 
newspapers, and all the general sort of things that a campaign manager 
does. 

After the election turned out very favorably from my point of view 
and my candidate—Ora Smith was elected State treasurer by 257,000 
votes and Adlai Stevenson was elected Governor by 572,000 votes—I 
was appointed assistant State treasurer of [linois. 

I went into that work in January of 1949, and I remained for 10 
months until November 1, 1949. And then I returned to Chicago and 
have more or less confined myself to the legal practice since that time. 

Senator Sparkman. Thank you. That’sa very full story. You’ve 
had a full life. 

You said, much to your surprise Mr. Smith was elected State treas- 
urer. Why? Had it been a little out of custom for Democrats to be 
elected State treasurer ¢ 

Mr. Brown. It was not only out of custom, Senator, it was a rarity. 

Senator Sparkman. How long had it been ? 

Mr. Brown. It had been 10 years. The last previous Democratic 
treasurer in Illinois was Louis Louis, of Christopher, Ill., who was 
elected in 1938. After that the long years of Republican misrule 
set In. 

Mr. Rogers. May I object to that, Mr. Chairman ? 

Senator Sparkman. I might facetiously remark that objecting 
wouldn’t change the record, I guess. 

Mr. Brown. You're right. Will you permit the witness—— 

Senator Sparkman. I may say, Mr. Brown, that even though there 
may be some political—someone has described it as “political over- 
tones”—there may be some politica] overtones in the hearing, that 
we're really not here on a political mission. The entire Banking and 
Currency Committee, Democrats and Republicans, alike, voted in 
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favor of this investigation and instructed us to come out and make 
the study. 

The staff came out. I have never quizzed any of them about their 
party affiliation, but I rather suspect that there were both Republicans 
and Democrats among them. They came out and made this study, 
and we have been trying to conduct it in a completely objective manner. 

Our interest is finding out, getting as much information as we can 
relating to the conduct of banking in the State of Illinois, with par- 
ticular reference to the burden that it places upon the Federal de- 
posit-insurance fund, a fund, by the way, that is established and 
maintained by the depositors of the country. They may not pay for 
it directly, but they pay for it in the long run. They have a right to 
depend upon the strength of that fund being maintained at all times. 

We have jurisdiction over legislation pertaining to banking, and 
over the insurance fund, over all matters pertaining to banking so 
far as the National Government's jurisdiction would obtain, and it’s in 
that relation that we are holding these hearings. 

However, we're practical, and we like a little fun once in a while 
mixed in with it too. 

Mr. Wallace. 

Mr. Watxace. Mr. Brown, did your duties as assistant treasurer 
involve any functions relating to the deposit of State funds in banks? 

Mr. Brown. No. The function of—that is, I presume you mean 
the placing of State funds and the decisions that were reached. No; 
that has always been and I believe still is a prerogative, a personal 
prerogative, of the treasurer himself. 

Mr. Wattace. It’s the treasurer himself who is the one who decides 
these things? 

Mr. Brown. I’m confident that he alone decides those things. 

Mr. Watxace. If an assistant State treasurer were to suggest that 
funds be increased or decreased, he would take this into account 
probably ? 

Mr. Brown. I think he would consider it. It would depend a whole 
lot on the relationship between his assistant and the treasurer. I be- 
lieve that if I had made a recommendation to Ora Smith, who was my 
treasurer, I think he would have listened to me and considered me. He 
may not have agreed with me or done what I requested, but at least 
he would have given me a hearing on any suggestion I might have 
made, which in that regard were very few. 

Mr. Wautace. Did you ever attempt to get.a bank’s funds increased 
prior to 1949? 

Mr. Brown. Prior to 1949; no. I did not. 

Mr. Wattace. Well, during 1949 while you were assistant treasurer, 
did you ask the treasurer to increase State deposits at the South- 
moor Bank & Trust Co. ? 

Mr. Brown. I did; yes. 

Mr. Wattace. Who requested you to do this? 

Mr. Brown. Nobody. you want me to give you the background 
of that? 

Mr. Wattace. Yes. Would you? 

Mr. Brown. When I was—as I say, I had an office there in the 
bank building, and when we went to Springfield to take over the State 
treasurer’s office, one of the things I did in the early days down there 
was I talked to the State treasurer and I told him that I had learned 
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that the Southmoor Bauk had a half a million dollars in State funds 
and that I would appreciate it if he could see fit as a favor to me to in- 
crease those deposits by another $250,000, and he did it, and that’s 
all there was to it. 

I might mention in that regard, in case ory a might ask me 
about it amyway: did anybody at the Southmoor Bank contribute any 
campaign money? The answer to that is “Yes.” Mr. Leon Marcus 
contributed to me, on behalf of Ora Smith’s campaign fund, $100. 
And I recall the circumstances, and Mr. Marcus’ conversation with 
me, because it was so unusual that it made a rather indelible im- 
pression in my mind at the time he did it. 

Mr. Marcus was not solicited by anyone, and one day I went in the 
bank to make a deposit, and he was standing over by a counter up 
toward the front end of the bank, and he called to me to come over, 
and he said, “Jack,” he said, “I hear you’re managing that there 
Democrat’s campaign fund—or campaign—Ora Smith.” 

And I said, “Yes, I am.” 

He said, “Well, like all campaign managers, then, you’re going 
to need some money.” 

And he said, “I want you to know that Im going to give you $100, 
and I don’t expect anything in return. I don’t demand anything 
now or in the future. In fact, this money is just being thrown down 
the drain because in the first place your man hasn’t got a chance of a 
snowball.” But he said, “Just because you’ve been a decent tenant here 
in the bank building and you’ve helped the bank get some new de- 
posits, I’m doing this just as a personal favor in appreciation to you 
for what you’ve done.’ 

Now, that’s the one and only conversation that I ever had with 
Leon Mareus about it. He contributed the $100 voluntarily, as I have 
said, without solicitation. 

And after we went into office, of my own free will, volition, and 
accord I asked the State treasurer if he would do that for me as a 
favor. And I can add that I would have asked the same thing—I 
would have asked the treasurer to do the same thing anyway whether 
Mr. Mareus had contributed the $100 or not. 

Mr. Watiace. Were you an officer or director of the bank? 

Mr. Brown. I was not at that time. I am now a director of the 
bank, having been elected August 16, 1956, since the management 
of the bank has changed hands. 

Mr. Wauxace. Were you at that time a stockholder of the bank? 

Mr. Brown. I was not. The first stock that I purchased was De- 
cember 1, 1949, when I purchased 10 shares, and that was a full 
month—I correct that. I said December 1. Refreshing my recollec- 
tion from my records, it’s December 30, 1949. At which time I had 
been out of the State treasurer’s office a full 2 months. 

Mr. Watxace. Did you give any reason to Mr. Smith for asking for 
this increase at the Southmoor Bank? 

Mr. Brown. Yes. I told him it was a small bank, that had been 
started only some 21% or 3 years before, and that it would help the 
bank, that they were trying to increase their strength, and that sort of 
thing, and it would make their statement look better. 

Mr. Watxace. What was his reaction to all this? 

Mr. Brown. His reaction was, “I'll do it.” That’s all there was 
o it. 
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Mr. Watxace. When in 1949 did this occur ? 

Mr. Brown. Well, it was in the early part of 1949. We took of- 
fice—the inauguration in Illinois is the second Tuesday in Janu- 
ary, and as I recall it I would say it was either January of February 
of 1949. 

Mr. Watuace. Did you also receive a campaign contribution from 
someone at the Drover National Bank? 

Mr. Brown. I did. Some fellow over there sent me $25. I don’t 
even remember his name. 

Mr. Watuace. Did you ever ask Mr. Smith to increase the State de- 
posits at Drover National Bank? 

Mr. Brown. I never did. I never discussed the subject with him at 
all. 

Mr. Wautace. Any reason you didn’t ask for that bank? You asked 
for the Southmoor. Didn’t you ask for any other increases at any other 
bank besides the Southmoor Bank? 

Mr. Brown. No, I did not. There may have been times when the 
treasurer if he had applications pending from banks in Chieago—be- 
cause I was a Chicago boy and the treasurer was a downstate 
farmer—he may have asked me if I knew the bankers or if I knew the 
banks or anything about them, how big they were, how old they were, 
and what kind of a neighborhood they were in, or something like that. 
But as far as any specific request on my part for increase in State de- 
posits, there were none other. 

Mr. Wattace. At the time you were assistant State treasurer, did 
the treasurer ever ask you to solicit or receive money on his behalf? 

Mr. Brown. No, not after he was in office. Of course, when we were 
in the campaign and we were spending a lot of money in the usual 
things for campaign expense—traveling, long distance telephone calls, 
postage, stationery, stenographic help, and travel expenses all over the 
State—why we were certainly interested in trying to get enough cam- 
paign funds to at least balance out on our expenses. 

Mr. Wauuace. This was before he became treasurer, when he was 
running ? . 

Mr. Brown. That’s right. 

Mr. Wauuace. You did at that time solicit funds from anybody, I 
take it? Did you solicit bankers at that time? 

Mr. Brown. No, I can’t think of any bankers that we—— 

Mr. Wautuace. You did collect from the Southmoor Bank and the 
Drover’s? 

Mr. Brown. That is correct. There was a banker down at Salem, 
Tll., John Martin, who of course had been a Member of Congress and 
had also been a member—had been a State treasurer of Illinois and was 
very active in Democratic politics—and John Martin sent me a contri- 
bution of $100 just as a personal check, and I’m confident from the way 
Martin operated he just considered it another contribution to the gen- 
eral Democratic cause and that he didn’t associate it with any favors 
or anything like that. 

Mr. Wa.tace. You were assistant State treasurer. We have heard 
it stated that you did solicit—did get an increase in State deposits for 
one Henry J. Beutel. Is this true or untrue? 

Mr. Brown. Well, first I'd answer the question categorically and 
say “No,” and if you'll permit me I’d like to enlarge on that a little bit, 
because Henry Beutel’s testimony here yesterday as I heard it on 
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‘elevision—while he didn’t say anything directly that was damaging 
as such to me, at least I felt that he created some inferences and in- 
nuendoes the interpretation of which might be regarded as being un- 
avorable to me. 

eh is obviously badly confused on dates and names and 

amounts, and I can illustrate very quickly what I mean. 

You'll recall that Henry testified that in 1947 and 1948 after he 
had a very discouraging, frustrating experience trying to get some 
State deposits from Ric ard Yates Rowe, who was then State treas- 
urer, that he finally found a man who was influential with the State 
officials who had control of this matter of making State deposits, Mr. 
Jack Brown, me. d 

Well, Henry is wrong on two counts. One thing, he flatters me too 
much in presuming that I had so much influence, but, more impor- 
tantly than that, from the standpoint of evidence, I didn’t know 
Richard Rowe until January of 1949 when Ora Smith and I went 
io Springfield to take over—at least to prepare for the taking over 
of the State treasurer’s office. That was my first real acquaintance 
with Richard Yates Rowe. Of course, I knew who he was, but I had 
never had any dealings with him or I don’t think I had even as much 
as met him until January of 1949. 

Now, further than that, I never met Henry Beutel himself until 
the latter part of 1948, and I met him socially at that time through 
my Kiwanis Club that meets at the Southmoor Hotel at 67th and 
Stony Island every Wednesday noon. Henry was not a member of 
the club, but his brother Clarence Beutel was a member, and Henry 
would come around and attend the club maybe every month or two. 
We had several bankers and auditors for bankers who were members 
of the club. And that was my first introduction to Henry Beutel. 

And the first 2 or 3 times that I met him I didn’t know that Henry 
Beutel had any banks of his own at all. I had presumed that Henry 
Beutel was still associated with his brother Clarence Beutel at the 
Southeast National Bank at 63d and Woodlawn, and it wasn’t until 
I became assistant State treasurer in 1949 when Henry Beutel came 
to Springfield and while down there stopped in the treasurer’s office 
to visit with me again that I learned that he was heading up three 
banks of his own. 

So I hope the committee will realize that that’s pretty conclusive 
proof that anything that Henry Beutel may have been able to ac- 
complish with Dick Rowe’s office in 1947 and 1948 was not done 
through me. I just didn’t have anything to do with it. 

Mr. Wautace. Were you able to increase any deposits for Henry 
Beutel while Ora Smith was treasurer? 

Mr. Brown. I believe I can state categorically that I did not. I 
<a that I ever even talked to Ora Smith about any of Beutel’s 

nks, 

Now, I want to say that there is the possibility that Ora Smith might 
have asked me if I knew him, if I knew his banks, and how big they 
were, and where they were located, and that sort of thing, in which case 
I undoubtedly would have spoken favorably of Beutel. But I cannot 
recall ever making any recommendation or having any conversation 
with Ora Smith about any of Beutel’s banks. 

And while I’m on this subject, if you will indulge me just a mo- 
ment, I want to say I don’t believe that Henry Beutel is deliberately 
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trying to hurt or smear some innocent person. I don’t think he’s 
deliberately trying to misinform the committee. I think Henry Beutel 
is just a little confused and mixed up. 

in the first place, during this era Henry was heading three banks 
located in different areas of Chicago. He was jumping all over the 
place. And he had the three balls in the air trying to juggle them. 
And he was having—obviously he was having trouble constantly with 
the FDIC and the State auditor’s office. d he’s now trying or 
attempting to testify from memory about a lot of things that happened 
from 3 to 8 years ago, and I think it’s perfectly understandable and I 
want to be kind and charitable with him, give him the benefit of the 
doubt. I think the fellow’s memory has just got him a little bit con- 
fused about the names of people that he may have dealt with and the 
times that he may have dealt with them. 

Mr. Wauuace. Did you ever help him get an increase in State 
deposits ? 

Mr. Brown. Yes,I did. In 1952 Henry Beutel—now, let me preface 
this further. About 1950 Henry Beutel started referring some rather 
small law work, law cases, legal matters to me from his banks. He 
sought my advice about personal matters a few times. I don’t—of 
course, there’s no necessity going into that. 

Mr. Wattace. Could he have paid you money for that type of 
service instead? Did he pay you for this? 

Mr. Brown. Sometimes I billed him and got paid, and sometimes I 
didn’t. I mean the association, my association, my relationship with 
Henry Beutel was friendly and social and I would say semiprofes- 
sional. Henry would call me up fairly frequently, maybe once a 
month, maybe once every 2 months, and he’d discuss some legal prob- 
lem pertaining to one of his banks. 

I remember one Sunday night either in 1950 or 1951 when he came 
out to my home and brought a briefcase full of papers, and he sat in 
the parlor of my home for an hour at least ke discussed a number 
of matters. And some of the papers he left with me, and with the 
understanding that I would take the papers to my law office the next 
morning and look up some law for him and give him the answer. And 
I did that, and I called him and gave him the answer on the point of 
law that he was interested in and mailed the papers back to him. I 
don’t think I ever billed him for that. 

He came to my office occasionally when he was—before Td left the 
State treasurer’s office. When he was in Springfield in 1949 he’d drop 
in for a visit. And there was quite a little legislation in that session 
pertaining to banks. 

For example, the 5-day-week law for banks giving permission to the 
banks to close 1 day a week was being considered in the legislature at 
that time, and the house and senate were holding hearings on that 
proposed legislation. And Henry came down I think a couple of 


times on that to attend the hearings, and he’d stop in and talk with 
us 


So that is the pon description of my first acquaintance with 


Henry Beutel and the type of relationship that it has been. 
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Now, getting back to this 1952 matter that yow asked meabout, 
in June of 1952 Henry communicated with me. I don’t remember 
whether it was in person or by telephone. But anyway he informed 
me that he wanted to acquire an additional $250,000 of State de- 
posits for the Belmont Bank. And he asked me if I would plead his 
case for him and make the presentation and, in other words, handle 
the papers and all that sort of thing for the application with the 
State treasurer’s office. 

And I remember joking with him a little bit and said, “Henry, 
what do you want me to do that for? You're getting along all right 
with the State treasurer. Why don’t you handle it yourself?” 

He said, “Well, I’ve just got too much to do.” And he said, “I’d 
rather you’d handle it for me and let the bank pay your fee than to 
have to take the time involved in it myself.” 

So I agreed to do it, and I had him send me the bank’s most recent 
statement. I made a trip to Springfield. I was down there for a 
day and a half. I was in Governor Stratton’s—then State Treasurer 
Stratton—office. I talked to Stratton at some length, with Richard 
Lyons who was an executive in the office at that time, and with Rosen- 
stone, who was then the assistant State treasurer, and with the chief 
revenue clerk whose name—I’m sorry—I have forgotten. 

But we went over the whole matter pretty thoroughly and discussed 
the present capital structure of the bank and the total deposits, the 
amount they had on hand, and that sort of thing. And the result 
of it was I remember Stratton. telling me that he was, well, almost 
anxious to make the loan because he said he had several million dol- 
lars of State deposits that he wanted to get scattered around, spread 
out in other banks, and they gave me all the necessary forms and ap- 
plications and told me how to fill them out, and one thing or another, 
and I brought them back to Chicago and I think I got my car and 
drove up to Belmont Bank and gave them to Henry Beutel. And 
they were completed and sent back down to Springfield, and the 
money was obtained. 

And for that I submitted a bill to the Belmont Bank, and I was 
paid a legal fee and my travel expenses, hotel expense, Springfield, 
Tll., a day and a half. 

Mr. Wattace. Do you have any records—— 

Mr. Brown. Yes, here, this is a photostatic copy, Mr. Rogers, of 
Mr. Stratton’s letter to me in which he—it’s a letter of transmittal 
on all of the various papers and application forms and in which he 
confirms that upon the proper execution and completion of the papers 
the $250,000 would be deposited to the Belmont Bank. 

Mr. Watxaceg. Did you get a fee for this you say? 

Mr. Brown. I did, sir. 

Mr. Wauxace. The increase in State deposits was $250,000? 

Mr. Brown. That is correct. 

Senator Sparkman. This letter wil! be placed in the record. 
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(The letter referred to follows :) 


=> 


TREASURER OF THE STATE OF ILLINOIS 
WILLIAM G. STRATTON SPRINGFIELD 


TREASURER 


July 3, 1952 


Mr. J. O. Brown 

6760 Stony Island Avenue 
Room 207 

Chicago 49, Illinois 


Dear Mr. Brown: 


In accordance with previous conversation concerning 4n increase 
in the amount of our deposit with the Belmont National Bank of 
Chicago, we are enclosing the following papers in duplicste: 


Application for Deposit of State funds 
Statement of Resources and Liabilities 
Resolution-collateral Agreement 
Affidavit of Ownership 

Contract Agreement 


Kindly execute these papers in complete detail for the full 
amount of the deposit, including corporate seals where indicated, 
and return one copy of each to us. The rem@ining copies may be 
retained for your files. 


There is sufficient colletera] in your account to warrant this 
increase without the pledging of additional securities. 


Upon return’of the properly executed papers, we shall be pleased 
to forward our check for $250,000 to increase the deposit, 


Yours very yg og , 


Williem G, Stratton 
State Treasurer 
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Mr. Waxxace. Have you gotten increases since that time in State 
deposits for any bank? 

Mr. Brown. No, sir. That is the only one that I ever handled 
for any other bank. That—the date on that letter, July 3, 1952, 
indicates the last transaction that I ever had with the State treas- 
urer’s office in any shape, manner, or form. I never did any further 
business or had any dealings with Mr. Stratton when he was treasurer. 
I never had any dealings at all with Elmer Hoffman when he was 
treasurer, and I have never had any with Warren Wright. 

Mr. Watxiace. How much was the attorney’s fee that was paid by 
Beutel for your services? 

Mr. Brown. As I recall it, the total fee and check—and I’m ashamed 
to admit this in the presence of other attorneys that are in the court- 
room—I think it was $300, which included my expense. It might 
have been as low as $250. I’m awful cheap. 

Mr. Wauuace. Have you any records in that regard ? 

Mr. Brown. I have an entry in my cash diary where on August 
5, 1942, I recorded a fee of $200. So that is the portion—the portion 
of the check allocated for fee was $200 for the day and a half work 
in Springfield. And the balance of whatever it was, whether it was 
$250 or $300, was for expenses. 

Senator Sparkman. You said 1942. You mean 1952? 

Mr. Brown. Pardon me, Senator. I mean 1952; that’s correct. 

Mr. Wauuace. I think you stated to us privately it was $200 and 
you were reading from a personal expense sheet as I recall. 

Mr. Brown. The $200 was the correct amount allocated for fee. 


The check was for more than that, and I don’t know whether it was 
$250 or $300, but the difference was for the travel expense, and the 
day and a half in Springfield. 
Mr. WALLACE. at were the circumstances by which you did this? 
Apparently you knew the procedures to follow for handling an 


arrangement of this kind? 

Mr. Brown. Well, in a general way, plus the fact that I had a 
personal acquaintance with nearly everyone in the State treasurer’s 
office. 

Mr. Watxiace. How were you paid by Mr. Beutel? By check or 
cash or—— 

Mr. Brown. No; it was a check on the Belmont Bank. 

Mr. Waxuace. It was not a cash contribution ? 

Mr. Brown. Oh, no. No. 

Mr. Wattace. Did you ever receive as much as $1,000 from Mr. 
Henry Beutel? 

Mr. Brown. No, I never did. And let me go back to that. I re- 
member now—you made me think of it. Henry testified yesterday 
about some contribution to Ora Smith’s campaign fund made to 
me. Henry Beutel did not contribute one dime or one dollar to 
Ora Smith’s campaign fund in 1948 or 1949 that I know anything 
about, if he ever did. 

I’m all—well, I can say positively that certainly in the 1948 cam- 
paign Henry Beutel did not contribute a dime, because, as I say, I 
didn’t—I didn’t know the fellow until the latter part of 1948, and 
when I did know him, at that time when I first became acquainted 
with him I wasn’t aware of the fact that he headed three banks. 
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I thought he was still associated with his brother Clarence Beutel 
at 63d and Woodlawn in the Southeast National Bank. And it wasn’t 
until 1949 when he visited the State treasurer’s office that I was very 
much surprised to learn that he headed three banks of his own or 
in his own right. 

Senator Sparkman. Mr. Brown, at at point let me say that you 
perhaps saw some of the newspaper headlines. As a matter of fact, 
Mr. Beutel did not testify that he contributed to you, through you to 
Mr. Smith’s campaign in 1948. I don’t know how the newspaper head- 
lines happened to carry that story, because that was not his testi- 
mony. 

Mr. Brown. Well, I didn’t think—— 

Senator Sparkman. Here’s what he said, and I’m reading. 

Mr. Rogers asked him this question : 


In 1948 Mr. Jack O. Brown was campaign manager for Ora Smith, and that's 
why I want to establish whether you contributed to Mr. Smith’s campaign. 


He said; 


I might have inadvertently. I don’t know. I didn’t question the distribution 
of the money that was paid. I knew it was going through channels and getting 
results. In other words, all I was interested in was the results and the means 
that brought the results. I got what I wanted, and I kept what I wanted, and 
I paid. I paid the tariff, and yet in addition to paying the tariff I was able 
to make the banks an additional $15,000 a year with no effort on my part at 
the time. 


It’s true at another place Mr. Beutel did testify that he employed 
you as an attorney in order to help him get some additional funds. I 
don’t see that right now, but I’m of the opinion that there was a 


difference between his testimony and yours as to the date, because I 
believe he testified that it was early in 1948 that he asked you to go 
down. 

Mr. Brown. Well, I had understood that he said 1947 and 1948, 
but in either event the date is hopelessly impossible for the reasons 
that I have already given. ; 

Senator SparkmMAn. While Mr. Wallace continues with. the ques- 
tioning, I’ll look that up. But I have read you the part that related 
to campaign contributions to Mr. Smith through you. I read you 
exactly what Mr. Beutel said. 

Mr. Wautace. Did Mr. Beutel ever discuss campaign contributions 
with you? 

Mr. Brown. Yes. After we were successful in getting this other 
$250,000 for the Belmont Bank I met Henry Beutel some 3 or 4 weeks 
later. It was here on La Salle Street in Chicago. Just an accidental 
meeting. And he greeted me quite warmly and said that he was very 
pleased that they were able to get that additional money. He thought 
Stratton had been generous and fair with him, and he volunteered the 
information that he was going to contribute to Stratton’s campaign 
fund. 

At that time, while Stratton was still treasurer, he was then em- 
barked upon his campaign for Governor in the summer and. fall of 
1952. And he—Mr. Beutel—did not say how much he was going to 

ive or who he was going to give it:to, and I didn’t ask him, and I don’t 
now whether he contributed or if he did in what amount orto whom 
he might have given it. 
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In that same conversation he went on to talk about the two candidates 
who were then running for State treasurer. There was Fred Kane, 
of Jacksonville, the Democrat, and Elmer Hoffman, former sheriff of 
Du Page County, the Republican out here. And there was a discussion 
between us as to the likely winner of the two. And I remember that 
Henry remarked—he said, “Well, us bankers get hit by everybody 
anyway,” and he says, “I think V’ll probably contribute a little bit 
to both of them.” 

And that was the substance of our conversation. And I think it was 
the only time that he ever talked to me about campaign contributions. 

Mr. Wautace. Did you ever receive any other payments of any kind 
from Mr. Beutel? 

Mr. Brown. Never. Well, I received payments for law work. 

Mr. Watxace. I mean for 

Mr. Brown. But in connection with legal representation in the mat- 
ter of obtaining State deposits, that is the only one that I have received 
from Beutel or any of his banks. 

Mr. Watxace. Did youmanage a campaign in 1951 for someone! 

Mr. Brown. Yes; I did. My brother-in-law, David R. Muir, who 
now—at that time he was running for alderman on the nonpartisan 
aldermanic ballot of Chicago. It was a write-in campaign, and we 
were successful in that, and it was the only write-in campaign of its 
kind ever victoriously accomplished in the city of Chicago. He’s now 
out of the city council. He has a television and record store at 71st 
and Jeffry, where he has a complete stock of Elvis Presley records, 

Mr. Watxace. Did you receive any contributions to that campaign 
by Mr. Beutel ? 

Mr. Brown. No, no; Beutel didn’t and wouldn’t have had any rea- 
son to contribute to that. As far as I know, I don’t think anybody 
contributed to that campaign unless they lived or had a business in the 
ward, which was the sixth ward of Chicago. 

Mr. Waxtace. Sixth ward ? 

Mr. Brown. That’s right. 

Mr. Wauttace. Is that where the Southmoor Bank is located? 

Mr. Brown. That is correct. 

Mr. Waxtace. Did anyone at that bank make a contribution to Mr. 
Muir’s campaign? Is Mr. Muir 

Mr. Brown. He’s on the board of directors. 

Mr. Wautace. He’s on the board of directors of the bank? 

Mr, Brown. Yes, 

Mr. Wauxace..He ran for alderman? 

Mr. Brown. Yes. Well, yes; I’m sure that a number of the em- 
ployees and officers and directors of the bank made personal contribu- 
tions to his campaign fund. 

Mr. Wauuace. But not necessarily through you? 

Mr. Brown. Not necessarily; no, I handled the money. 

Mr. Watxace. Did Mr. Marcus contribute anything? 

Mr, Brown. I’m sure he did. 

Mr. Wauace. To yout 

Mr. Brown. I don’t. remember. 

Mr. Wautace. He was running for what? 

Mr. Brown. Alderman of the city of Chicago. 

Mr. Wauxace. They don’t have any power over deposits, do they? 
Aldermen ? 
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Mr. Brown. Have any power what? 

Mr. Wautace. Over deposits. 

Mr. Brown. Oh, no. No, 

Senator Sparkman. Mr. Brown, I may say that I have checked 
back into Mr. Beutel’s testimony, and it might be good for me to read 
a small portion of it with reference to this contact he claimed to have 
made with you. I asked him this question: 


Will you tell us just what you did? 

Mr. Beurev. I contacted a gentleman that I knew who was—who had close 
eontacts to those who controlled State funds and said that I was faced with a 
situation, I had gone into the Belmont Bank as president, it was a new bank, 
it needed earnings desperately, that we had lost the State deposit which had 
hurt us from the standpoint of curtailing those earnings, and I said, “It’s im- 
perative that I get those funds back. I can’t wait until such time as that money 
comes in normally threugh our growth.” I said, “This could be very helpful 
to us.” And through that contact I was able to have a deposit I believe of $700,- 
000 made in the Belmont Bank several months after, 2 or 3 months after. 


Then I said: 

After you became president? 
He said: 

After I became president, yes. 
And I asked: 


Did you name that contact? 

Mr. BeuTEL. I gave the name to the committee, yes. 

Senator SPARKMAN. I mean here in your statement. 

Mr. BeuTEt. No, I did not. 

Senator SPARKMAN. Who was that? 

Mr. BeuTreL. It was the Deputy Treasurer for the State of Illinois at that time. 
Senator SPARKMAN. What was his name? 

Mr. BevuTe.. Jack Brown. 

Senator SPARKMAN. He was deputy? Who was State Treasurer then? 
Mr. Beurev. That was Rowe. 

Senator SpARKMAN, Oh, yes. Mr, Richard Yates Rowe. And—— 


Mr. Rogers then said : 
Mr. Beutel, are you speaking of 1948 now? 


And Mr. Wallace said: 


Or 1949? That’s very important, because I don’t think that Mr. Brown was 
deputy State treasurer in 1948 although he was in 1949. 


Mr. Brown. That’s right. 
Senator SparKMAN (continuing reading) : 


Mr. BevuTet. Was he in 1949? Well, this was prior to the time that he was 
deputy treasurer then. It was through Jack Brown that-—— 


And I asked him: 


But he was the person, regardless of what his position may have been? 

Mr. Bevurtev. That’s right. That’s true. 

Senator SPARKMAN. Was he an attorney? 

Mr. BeuTe.. He is an attorney; yes, sir. 

Senator SPARKMAN. And that was you think in the early part of 1948 that you 
discussed it with him first? 

Mr. Brute. Yes; it was through the contact that I had that redeposit of funds 
was made. 

Senator SPARKMAN. Where did you talk with Mr. Brown about this? 

Mr. BeuTeL. I believe the conversation took place in my office at the Belmont 
Bank. I’m not too clear on just where it took place but in Chicago. 

Senator SparKMAN. Was it in the Seuthmoor Bank Building? It’s not too 
important if you 
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And then Mr. Beutel said: 


I have been up to his office in the Southmoor Bank Building, but I just don’t 

eall— 
senator SpaRKMAN,. That’s where Mr. Brown's private law office is; isn’t it? 

Mr. Beuret. That is correct, sir, 

Senator SpARKMAN. Did you employ him as an attorney for yourself indi- 
vidually or for the bank? 

Mr. Beutet. I employed him to—or on behalf of the bank. Not personally. 

Senator SPARKMAN. Yes. Was there any arrangement made for you to—well, 
if you employed him, I assume arrangements were made. Do you remember 
what you paid Mr. Brown for this service? 

Mr. BevTEL. On one occasion I paid him for travel expense pertaining to-—— 


And I said: 

Travel expense where? 

Mr. Beute.t. Travel expense to probably Springfield—I presumed. I didn’t 
question the invoice. But that was te cover—that is, let’s say incidental ex- 
penses relating to his endeavors to regain those funds that I was seeking. 

Senator SPARKMAN. You did get them back? 

Mr. Bevret. And I did get them back; yes. 

That is the extent of the testimony from Mr. Beutel regarding your 
help in getting the funds back, so it seems that he was not too clear 
as to the date, but it seems that most of the material facts jibe with 
what you say. In other words, that he did employ you as an attorney 
to go down one time to see about getting some State deposits for his 
bank. 

Mr. Brown. That is correct. 

Senator SparkMaANn. He apparently was of the opinion that it had 
to do with the redepositing, the restoration of the deposits, back early 
in his presidency. You think that it pertained to this date in 1951 
ot 

Mr. Brown. 1952. 

Senator Sparkman. What was the date of that letter? 1952? 

Mr. Brown. Well, that’s the only date it could pertain to, as far 
as I’m concerned, Senator. I think it’s obvious from Henry Beutel’s 
testimony—as he said himself, he talked to a lot of people about this 
matter of State deposits, and I think Henry just doesn’t remember 
whom he did talk to nor when. 

Senator SparKMAN. But it was the same bank? Is that correct? 

Mr. Brown. Well, when we say “same bank,” I don’t have anything 
to compare it with. 

Senator Sparkman. Which bank did you—— 

Mr. Brown. The Belmont National. 

Senator SparKMAN, That’s the one he was talking about here. 

Mr. Brown. Then that would be the same bank; that’s right. 

Senator SparkMAN. But if there’s an error in his testimony it is 
with reference to which particular date you were helping him with 
deposits—the original date which was the restoration of the deposit 
or an increase of the amount. Is that right? 

Mr. Brown. Well, I believe you stated it correctly, Senator. I want 
to point out that Henry is further in error because as you read his 
testimony there he kept referring to me as assistant State treasurer 
under Richard Rowe, which I was not. So anybody that he was deal- 
ing with in connection with Rowe was somebody Gther than me. 

Mr. Wattace. Do you know Mr. Lester Kiick? 

Mr. Brown. Yes, sir; I do. 

83551—56—pt. 222 
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Mr. Wattace. When and where did you first meet him? 

Mr. Brown. I first met Lester Kiick in about January 1949, when 
we went—again when Ora Smith and I went to Springfield to take 
over the State treasurer’s office. He was on the State treasurer’s pay- 
roll working there in the front office, and I met him at that time. — 

Mr. Watuace. Was he assistant State treasurer ? 

Mr. Brown. No, I don’t think that he ever held a title of assistant 
State treasurer. 

Mr. Wattace. He worked in that office? 

Mr. Brown. It’s my—yes; he worked in that office, and it’s my 
information, including some conversations with him and other em- 
ployees in the office, that he has worked for about I believe four State 
treasurers at different times. 

Mr. Wauxace. What? 

Mr. Brown. I think he has worked for four State treasurers, and 
that he has had various and different titles under different treasurers. 

Mr. Wattace. He had been working in Richard Rowe’s office at the 
time you came? 

Mr. Brown. That is correct. 

Mr. Wauiace. You were head of personnel for Mr. Smith? 

Mr. Brown. That is correct. 

Mr. Wauuace. Did you retain Lester Kiick when—— 

Mr. Brown. I didn’t, but the treasurer did. As you’re probably 
familiar, when a State office changes from one administration to an- 
other there is immediately a lot of heat and pressure that comes down 
from the State senators and representatives from both parties either 
to fire certain employees and hire somebody else or to keep somebody 
on regardless of party affiliations. And Ora Smith told me that he 
had been requested by several members of the legislature to keep 
Lester Kiick on the job for a few months and that he was going to do it. 

So with that word from the treasurer, I considered the matter out 
ot my hands and paid no further attention to it, 

Mr. Wattace. How long did he stay on Ora Smith’s payroll? 

Mr. Brown. It was several months, but I’m sorry I can’t be more 
specific about it than that. It runs in my—— 

Mr. Wattace. Do you know firsthand other than hearsay the cir- 
cumstances surrounding Mr. Kiick’s leaving the employ of —— 

Mr. Brown. Not firsthand. Only by hearsay. 

Mr. Wautace. You were in charge of personnel, were you not? 

Mr. Brown. That’s correct. 

Mr. Wau.ace. Were you the one who terminated his services ? 

Mr. Brown. If I did it was on orders from the treasurer. 

Mr. Wattace. Did he give you a reason for it? 

Mr. Brown. Well, I Sieben he mentioned something about what 
he regarded to be an unfortunate incident in Peoria. 

M ze Watxace. Did it have anything to do with solicitation of 
unds? 

Mr. Brown. Well, the treasurer’s statement to me as best I remem- 
ber it—and please bear in mind that this is almost 8 years ago—was 
that he had found out that Lester—or some banker in Peoria had 
called up the treasurer and made a complaint against. Kiick for a 
conversation, a telephone conversation, that Kiick had had with this 
banker while Kiick was alleged to have been in his cups a little bit. 
And the treasurer said he simply couldn’t have a representative like 
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that in the treasurer’s office and that he wanted to terminate his 
services. , 

Senator SparkMAN. Mr. Brown, Mr. Rogers has pointed out to me 
that Mr. Beutel did testify a little later to this effect. 

| asked the question : 

Did Mr. Brown ever assist you in getting State deposits for any other bank? 

This is after we were talking about Belmont : 

Mr. BeuTet. He was instrumental in helping me get the $800,000 deposit at 


the First State Bank of Elmwood Park, which was obtained shortly after I 
became president there. 


A little further on I said: 

Do you remember about the date of that? 
He said: 

I would say August of 1949. 

Mr. Rogers said to him : 


You became president of Elmwood in June. Is that right? 

Mr. Beute.. June, and I immediately took steps to get additional funds. 

It seems that he had some $200,000 to $300,000 on deposit and that 
was increased to approximately $800,000. 

Mr. Brown. Well, there—at that time, Senator, I mean if that date 
is correct—and I have no memory of any transaction regarding State 
deposits at the Elmwood Park Gerd teak assuming that, that date 


is correct and that he did get an increase in deposits at that time, if 


he made application to Ora Smith, the State treasurer, I presume 
it’s only natural that he would have mentioned to the treasurer that 
he knew me, his first assistant, and that he was a friend of mine, and 
so forth and so on, and that if the treasurer did ask me about it I 
would have given him a favorable recommendation. I’m sure of 
that. But I have no memory of having anything on earth to do with 
that increase in deposits. I just don’t—I just don’t believe I had any- 
thing to do with it, and I’m quite certain that I wasn’t paid any money 
or didn’t receive any money, expenses or otherwise, on account of it. 

Mr. Watiace. Mr. Kiick left the employ of Ora Smith and he’d 
been in the employ of Richard Rowe. What other treasurers did he 
serve under besides Smith and Rowe? 

Mr. Brown. Well, when Stratton was reelected or—yes, when he 
was elected to the treasurership for the second time in Ilinois—he was 
elected in the fall of 1950 and took office in 1951—Lester Kiick went 
back into the employ of the State treasurer’s office at that time. I 
believe—and I'll confess this is by hearsay—I believe that he was 
employed by Mr. Elmer Hoffman when he was treasurer. I don’t 
believe that Lester Kiick ever worked for Warren Wright. At least 
if he did the name came—I never heard of it. It never came to my 
attention, 

Senator Sparkman. Mr. Rogers? 

Mr. Rogers. Mr. Brown, I think your testimony here raises a very 
serious peng at least in oa mind. It presents very serious con- 
flicts. I think ’'m going to ask you some questions that may be repe- 
titious but I think that we should review this whole thing again. 

I have a little book here called Early Days and Late Hours With 


Adlai Stevenson, which is by Jack O. Brown, formerly assistant State 
treasurer of Illinois. 
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Mr. Brown. Thank you for the commercial. 

Mr. Rogers. You’re the author of this? 

Mr. Brown. That’s right. 

Mr. Rogers. You were so kind as to give us a copy last time I saw 

ou? 

Mr. Brown. That’s right. Exhibit A. 

Mr. Rogers. I would like to read a couple of paragraphs in that 
book on page 8, if you have one there. 

Mr. Brown. You read it. 

Mr. Rocers. Just for the background on this. And I quote: 

I mentioned to Smith that the Democrats had not elected a State treasurer in 
10 years and that there was not much in the political outlook to suggest that the 
pattern might be broken in 1948. He quickly replied that as campaign manager 
I would not be required to take this campaign too seriously, that I should seek 
some campaign contributions to cover the expenses, travel with caravans of 
eandidates as they moved about on their speaking tours, and prepare news 
releases and copy for newspaper ads. 


Then it goes on: 


The most important thing in Smith’s mind for both of us was to help Stevenson 
in every way to win the governorship. 

Then it goeson. That is a correct statement? 

Mr. Brown. Sure is. 

Mr. Rocers. That your function in the campaign was to raise— 
one function—was to raise campaign contributions ¢ 

Mr. Brown. One function. That’s correct. 

mr. Rocers. Could you tell us approximately how much you did 
raise ? 

Mr. Brown. Well, yes; I can. And it was disgustingly low. It 
was about $1,600. 

Mr. Rogers. $1,600? 

Mr. Brown. That’s right. 

Mr. Rogers. You include in that Mr. Marcus’ $100 ? 

Mr. Brown. I sure did. 

Mr. Rogers. And the $25 from the Drover ¢ 

Mr. Brown. That’s right. 

Mr. Rogers. Whoever at Drover’s Bank ? 

Mr. Brown. That’s right. 

Mr. Rogers. Did any other banker give you money for Mr. Smith’s 
campaign ¢ 

r. Brown. I have already mentioned that John Martin gave $100. 
Now, there was a fellow down at Champaign—I’m sorry I can’t 
remember his name—but-he’s president of the Collegiate Cap & Gown 
Co., that makes a business of renting caps and gowns out to high- 
school and university graduates—and I’m told that he has an interest 
in a bank either in Champaign or Urbana. But he was extra generous 
with us. He made a contribution of $500, and that was the biggest 
campaign contribution received. It sticks out by distinction. 

But the reason—if I may state his reason for doing so, he was orig- 
inally selected to be the candidate for State treasurer in 1948. In fact, 
he was listed to go on the ticket, the part; ization, as to be the 
connie. nae he ee . heart eee shot a after that. am he 

gged off, and in part/o his bemgmg ug off he and others prevailed u 
Ora Smith to beable the candidate. And I think mae in Suiwing 
his appreciation for Smith, relieving him of the burden of campaign- 
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ing, he contributed $500. And he sent ‘me the check, which is included 
in the $1,600 that I mentioned. And I believe that the check was 

drawn on the Collegiate Cap & Gown Co., of either Champaign or 
Jrbana, Ill. 

: om Roars. You don’t recall what the name of that——— 

Mr. Brown. I’m sorry. I could look it up, but I don’t remmeber. 

Mr. Rogers. Could you check it in the directory there? 

Mr. Watxace. What’s his name? 

Mr. Brown. I’m sorry; I don’t remember his name. I should 
know it. 

Senator SparKMAN. Was that the one who gave the $500 ? 

Mr. Brown. Yes, sir. , 

Senator SparKMAN. And he was scheduled to run on the ticket ? 

Mr. Brown. That is correct. He had a heart attack. 

Senator SpaRKMAN. Because of his heart attack he wasn’t able to 
make the campaign ? 

Mr. Brown. That’s right, and he begged off. 

Senator SpARKMAN. So he made a contribution instead ? 

Mr. Brown. That’s right, yes, sir. 

Mr. Roerrs. Did you handle all of Mr. Smith’s campaign contri- 
butions ¢ 

Mr. Brown. I handled all that came to me. Now, if there were 
any that weren’t handed to me or given to me, then, of course, I didn’t. 
As far as I know, I handled it all. 

Mr. Rogers. There may have been some funds that were handed 
directly to Mr. Smith ? 

Mr. Brown. It could be. I think he would have told me about it, 
though, because I know that he wanted me to handle the money, the 
expense of the campaign, and keep a record of it, which I did. 

Mr. Rogers. In your campaign, from your book here, which I have 
read—it is very interesting. 

Mr. Brown. Thank you. 

Mr. Rocrrs. I get the impression that although you thought maybe 
Mr. Smith’s campaign was rather hopeless, that there was a good 
chance of electing Governor Stevenson. 

Mr. Brown. That was our thought. 

Mr. Rogers. And you were working toward that end. Did you 
collect any funds for Governor Stevenson ? 

Mr. Brown. Not a dime at any time from anybody anywhere. 

Mr. Rogers. I see from our Illinois bank records of 1954, that there 
was a Champaign National Bank and a Commercial National Bank 
of Champaign and First National Bank of Champaign and the 
Trevett-Mattes Banking Co. Do any of those ring a bell? 

Mr. Brown. No. 


Mr. Rogers. When you went into Mr. Smith’s office in 1949, was 
t 


there a man there by the name of Stanley Pickford ? 

Mr. Brown. Stanley Pickford was the chief revenue clerk for us, 
who was furnished us by the First National Bank of Chicago, the 
bank which handled what we call the major account; that is the big 
account that is the most active and has the most money in it, at that 
time somewhere around $66 million. 

Mr. Rogers. What was this arrangement whereby the First Na- 
tional Bank supplied a man for the office? 
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Mr. Brown. That has been a custom that has prevailed in Illinois 
for, oh, ever since Eddie Barrett was elected treasurer in 1928. Eddie 
Barrett and the First National Bahk of Chicago set up a system that 
still exists and prevails, and it apparently works, and that is—you 
see there are only 2 banks in [linois that. have the facilities adequate 
to handle what is known as the major account; that is, the Continental 
and the First National, and the major account shifted from one bank 
to the other, depending upon who is elected treasurer and what his 
friendships and the political considerations, and so forth, are, but, 
anyway, whichever bank, whether it be the First National or the Con- 
tinental, that is selected by the treasurer to get and handle the major 
account, that bank picks one of its top employees and sends to Spring- 
field, the treasurer employs him-as the chief revenue clerk, and he 
is the real honest-to-goodness banker that runs the banking part. 

Mr. Rogers. Who pays his salary ? 

Mr. Brown. The State of Ilinois. 

Mr. Rogers. Do I get the impression that the First National Bank 
is a Democratic bank and the Continental Dlinois is a Republican 
bank ? 

Mr. Brown. That has been. generally true, yes. There may have 
been an occasional deviation from that pattern as to political affilia- 
tion, but I think if you check over down through the years, you would 
find in the great majority of instances, for example, Dwight Green, 
who testified earlier today, I think the treasurers under Dwight Green 
have, without exception, placed the. major account in the Continental 
Bank, that being generally regarded as a Republican bank, at least as 
far as State banking is concerned, and the First National Bank, for 
other reasons, is considered the Democratic bank. 

Mr. Rocers. Let’s see, I think at that time, Mr. Edward Eagle 
Brown was there, is that right? 

Mr. Brown. Yes, Edward Eagle Brown is president of the First 
National Bank. No relation to me, I am sorry to say. 

Mr. Rocrrs. I wonder if the fact that you do have this apparently, 
this change in the treasurer’s office, taking a man from 1 of the 2 banks, 
T wonder if that would account for Mr. Brown’s contribution to Gov- 
ernor Stevenson of $500 ? 

Mr. Brown. Sir, I couldn’t answer that. A man like Edward Eagle 
Brown, he is wealthy, he is interested in civic affairs, and my guess 
is that he contributes to everybody that comes along, like most bank- 
ers do. [Laughter.] Somebody in the back doesn’t agree with that. 

Mr. Rogers. I can’t philosophize on it, and neither does the Sen- 
ator, but I think it is peeuliar to have a man from the bank, either 1 
of the 2 banks, in the treasurer’s office. 

Mr. Brown. I know, I don’t believe it is, Mr. Rogers, because you 
must recognize that in the State treasurer’s office you need a real hon- 
est-to-goodness full-time competent banker, and if you didn’t take 
some of the top-notch personnel out of 1 of these 2 big banks out. here, 
it would be very difficult to run the State treasurer’s office efficiently. 

Mr. Rogers. During 1949, did the State deposits in the First Na- 
tional Bank increase and the deposits in the Continental Illinois de- 
crease ? 

Mr. Brown. Well, very materially, yes, because the previous treas- 
urer, Richard Yates Rowe, was -“ the Continental as his major ac- 
count and he was using the First National as his secondary account, 
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and the chief revenue clerk under Richard Yates Rowe, who was sent 
by the Continental Bank to the State treasurer’s office, was Henry 
Muhes, and Henry Muhes remained there in Springfield for a good 
6 weeks, after the cha ver, cooperating and helping the new chief 
revenue clerk, Stanley Pickford, from the First National Bank. 

Mr. Rogrrs. Could you give me approximately what the change in 
deposits was, what they were carrying at the beginning of the term? 

Mr. Brown. Yes. Ora Smith was more generous with the Con- 
tinental than might have been expected. For example, when Richard 
Rowe was treasurer and about the time that he went out of office in 
the end of 1948, there was approximately $20 million on deposit in 
the First National Bank and there was approximately $80 million in 
the major account at the Continental Bank. When Smith became 
treasurer and he placed the major account over in the First National, 
the First National sent Stanley Pickford down as chief revenue clerk. 
Smith maintained a balance between those banks of approximately 
one-third/two-thirds. In other words, he kept about two-thirds of the 
money, approximately $66 million, in the First National Bank, and 
approximately $33 million in the Continental, and I think he main- 
tained that level or that percentage, at least, pretty well through his 
entire 2-year term. 

Now, there may have been times when it was up or down, depend- 
ing upon the State receipts at that time, and expenditures, but gen- 
erally I think that level was maintained. 

Mr. Rogers. You were saying that the total State deposits averaged 
about $100 million. 

Mr. Brown. In those two banks. 

Mr. Rogers. Yes. In other words, the First National went from 
20 up to 66, and the Continental went. from 80 down to 33. 

Mr. Brown. That is right; yes. 

Mr. Rogers. Would Mr. Pickford, the chief revenue clerk, advise 
Mr. Smith on where to place these deposits ? 

Mr. Brown. Not to my knowledge, and I do not believe he would, 
because the placing of State deposits is a matter of politics and friend- 
ship, and the State treasurer, whoever he is, Republican or Democrat, 
is in polities, and the chief revenue clerk, like Stanley Pickford, is a 
career banker. He is not interested particularly in politics, and I do 
not think the treasurer, whoever he is, would pay much attention to 
him if the chief revenue clerk did make a recommendation. No, the 
placing of State deposits, I believe, under all State treasurers, is pretty 
much an exclusive prerogative of the treasurer himself. 

Mr. Rogers. You would say that he would consult with other people 
about it, would you ? 

Mr. Brown. If the treasurer would ask him an opinion about some- 
thing that he knew something about, the individuals in the bank 
making application, or the bank itself, or what part of Chicago or 
Cook Conteky they are located in, what kind of a community, how old 
it is, what are their total deposits now, and so on, I have no doubt 
ta revenue clerk would answer those questions to the best of his 
ability. 

Mr. Rogers. You can correct me if I am wrong. You were the 
political figure in the office. 

Mr. Brown. Me? 
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Mr. Rogers. Yes, sure. You were snanpeiighe manager. Would he 
talk to you about the political aspects of it 

Mr. Brown. Not the political aspects of banks; no. 

Mr. Rocers. I read your book. 

Mr. Brown. Well, O. K. If you find anything in there to contra- 
dict that statement, you read it to me now. 

Mr. Rocrrs. No; I am saying you were politically aware. 

Mr. Brown. I sure was; yes. 

Mr. Rocers. Are you making the statement that he did not discuss 
the political aspects of the State deposits with you ¢ 

Mr. Brown. Well, Mr. Siietanieie in mind you have got a State 
house of representatives. It had 103 members. You had a State sen- 
ate with 51 members. You had county chairmen from 102 counties of 
Illinois. You had State central committeemen. Now, all of those peo- 
ple were constantly bombarding the treasurer with requests about State 
deposits to put in banks that they were friendly to. Sometimes these 
people that I mentioned were members of the legislature or otherwise. 
Sometimes they would come in and they would be hot under the collar 
and they would say, “Why, it is terrible down in my hometown.” We 
will use Granite City for an illustration. “There is a guy down there 
that is a very strong Republican banker, and here he has got a million 
dollars of State funds in the bank. I want those State funds taken out 
and put in some other bank that is more friendly to me.” You see? 
You get that sort of thing pro and con. Well, maybe the treasurer 
mentioned to me, “Senator blownose was down to see me, talking about 
such-and-such a bank, and he wants us to either increase the deposits or 
cut somebody’s deposits down,” or something like that, but I never of- 
fered any opinion, because I didn’t know the local situations. It would 
have been presumptuous on my part to project myself into discussions 
of that kind. 

Mr. Rocers. I was assuming you were aware of the local situations. 

Mr. Brown. Well, there are 102 counties, Mr. Rogers, and I couldn’t 
know the bankers in all of them. 

Mr. Rocers. I myself say that I think it would be a very natural 
thing to do. 

Mr. Brown. Well, it would bea very ambitious thing to do. 

Mr. Rocers. I mean for him to come to you. 

Mr. Brown. Well, if I knew anything about it, the local conditions, 
maybe that is right, but I did not know the local bankers. In the 
first place, every county had 10 or 12 banks, probably, depending upon 
the population, and they had the board of directors, and some of the 
members of the board of directors were in politics and some of them 
were not, and so on. So I did not project myself into that phase of 
the discussion at.all. 

Mr. Rogers: The FDIC records show that the Elmwood Bank State 
—— were increased in 1949. Do I get the impression that you 
did not discuss that at all? 

Mr. Brown. I can state that I don’t think that I participated in any 
discussions about it. I cannot recall any conversations with anybody. 
I repeat that if Henry Beutel went to Ora Smith and made application 
for an increase in the State deposits in that bank, I am confidant that 
Henry Beutel would have mentioned in his conversations with the 
treasurer that he knew his assistant Jack Brown, he was a good friend 
of his, and so on, and maybe Ora might have asked me, “Do you know 
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this fellow Henry Beutel? What kind of a fellow is he? What kind 
of a bank has he got? How big isit? How old is it? How much of 
the State deposits does he have now, if you know, and how much are 
his total deposits?” And soon. And if the treasurer had asked me a 
question like that, I would have given Henry Beutel a favorable ree- 
ommendation on it. I don’t know that I did. I don’t know that we 
had any such conversation at all. 

Mr. Rogers. I think that will make the record clear, Mr. Brown. 

After Mr. Smith was elected, did your function as a campaign man- 
ager cease ? 

“Mr. Brown. Yes, the campaign was over. 

Mr. Rocers. You did not collect any contributions after that? 

Mr. Brown. No, I didn’t have anything to do with it. 

Mr. Rocers. I believe that is all, Senator. 

Senator SparkMAN. Mr. Wallace. 

Mr. Wauace. I just want to make it clear; lest it be misunderstood 
I will check this with you, Mr. Brown. Is it not a fact that every State 
treasurer since as far back as one can remember has taken a person 
either from the First National Bank or the Continental Illinois Bank 
on as chief assistant to advise with respect to technical matters in 
banking ? 

Mr. Brown. That system was inaugurated first by Eddie Barrett, 
who was elected in 1928 and took office in 1929, and has prevailed since 
that date. 

Mr. Watxace. I would like to trace the deposits for just a moment, 
these public deposits, the Continental Bank and the First National 
Bank, 

As of the close of December 31, 1948, of the total public deposits, 
and that means State and county and political subdivisions, Continen- 
tal Illinois Bank had $150,810,000 and First National Bank had $93,- 
333,000. When Ora Smith became treasurer at the close of 1949, 
these deposits were $121 million for the Continental Illinois Bank and 
$125 million for the First National. In other words, the two were, 
roughly, equal after Ora Smith became treasurer, whereas it had been 
$150 million versus $93,333,000 in favor of Continental under Richard 
Rowe. 

I believe when Governor Stratton became State treasurer these 
public deposits changed back so the Continental Illinois Bank had 
$110 million and First National Bank dropped down to $79 million, 
and I believe Governor Stratton’s assistant was from the Continental 
Ilhnois Bank. 

Mr. Brown. That is correct; yes. 

Mr. Watutace. That is State, county, and political subdivisions. 
It did not include Federal deposits. All I want to make clear in this 
regard is the practice of moving these deposits does vary from State 
treasurer to State treasurer, A, and B, that each has a top assistant 
taken from, if it is a Democrat he comes from the First National 
Bank and if it is a Republican, from the Continental Illinois Bank, 
and this is not unusual to Ora Smith. 

Mr. Brown. That isthe general pattern, that is right. 

Senator Sparkman. Thank you very much, Mr. Brown. 

Mr. Brown. Senator, may I have just 3 minutes to say something? 

Senator Sparkman. Go right ahead. 
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Mr. Brown. Recognizing that your committee is primarily inter- 
esed in ascertaining facts and conditions with the thought of going 
back and recommending remedial legislation, I would like to narrate, 
if I may, just briefly, and I think I can do it in about 3 minutes, the 
experiences of the Southmoor Bank during its hectic days of trouble 
when the run started after this very severe and consistently shocking 
publicity came out. 

At the time of the first break on the Hodge story, the bank had 
$20 million, roughly, on deposit and in the short space of about 21/, 
weeks we paid out $8 million of deposits in response to a very heavy 
run on the bank. The roughest part of the run was the first 4 days. 
There was $3 million during that 4 days, paid out in cash on savings 
deposits, and the same amount was paid out on commercial deposits. 

I was one of those who was trying to stem the tide by persuading 
people to leave their money there, if possible, just in the interest of 
the community, and trying to keep from seeing the bank close, and I 
told the story, I guess, maybe a thousand times to my clients and 
friends who were depositors. Many of my clients had deposited 
money in the bank at my suggestion. 

I pointed out to them, in the first place, the bank had a million and 
a quarter in fidelity and surety bonds covering every phase of banking 
operations, and every bank employee, and that no matter what had 
happened between Hodge and any other individuals in the bank, that 
the bank would not lose a dollar. 

Then I pointed out this Federal deposit insurance guaranteeing all 
accounts up to $10,000. 

The response that I got I would say in 90 percent of the cases was 
something like this: Well, I know that I wouldn’t eventually lose my 
money, but I wouldn’t want to have my money tied up for 2 or 3 
months; I might need it for an emergency. It is vacation time. I 
might want to take a vacation. Or in the case of a small-business man, 
my goodness, if my money was tied up I couldn’t pay my employees 
and pay my rent and water bill and light bill, telephone bill, and so 
on. 
We learned that there is an awful lot of confusion in the public 
mind about what FDIC insurance is and how it operates. We found 
that a surprising number of depositors were under the impression 
that FDIC insurance covers only savings accounts, or that it covers 
only commercial accounts, 

A further misconception that we encountered frequently, particu- 
larly in the case of depositors who had maybe 2 or 3 savings accounts, 
maybe 1 in joint tenancy with their wife, then they had 1 or 2 com- 
mercial accounts, the misconception in that regard being that the 
FDIC insurance would cover only 1 individual up to $10,000 on de- 
posits, no matter how many accounts he might have. In other words, 
if the accounts added up to more than $10,000 on that 1 individual. 
They did not realize that the FDIC guarantee covers all accounts 
up to $10,000 regardless of how many accounts any 1 individual or 
firm may have. 

My point is simply this, and I say this without any criticism at all 
of the FDIC people, but it seems to me that there is a need some- 
where for educating the public. Maybe the banks should do it them- 
selves. Maybe the FDIC should do it, but I think that the public 
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could stand an awful lot of, going back to your Wabash College edu- 
cation, in this matter of the true function of the FDIC, how it op- 
crates, how they step in and take over a bank and how quickly they 
will pay out to the depositors when a bank gets in trouble. ; 

I think before a bank closes, when a bank is in trouble, when it gets 
bad publicity, when some cashier embezzles $200,000 to lose on the 
horses, for example, and the newspapers come out with the headlines, 
that is the time, in my opinion, that there should be some reassuring, 
comforting statement conning perhaps from the FDIC officials to the 
public to prevent the possibility of a run on that bank, wherever the 
bank mk be. ; 

Frankly, we found our bank was able to keep our doors open—it 
was a miracle that we were able to do it—and it was only because of 
the extreme loyalty of the employees and the merchants and business- 
men in the neighborhood that that was made possible, but to put it 
very plainly, when the acid test came, we found FDIC coverage meant 
very little to us. It didn’t help us very much. 

This is my point. Thank you. 

Senator Sparkman. Thank you very much. Of course, we are 
greatly interested in that. It seems to me that you make a good 
point regarding the need for educating the public. However, it 
seems to me that educating ought to be done long before there was 
any run threatened. It seems to me that that is a job that the bank 
through its ads, through its own public relations, ought to do continu- 
ally. 

The FDIC, I think, has played a great part in sustaining many 
a bank when otherwise it might have produced a run. 

Furthermore, I wonder, in connection with your statement, if you 
didn’t find it very helpful. I just wonder what you would have been 
up against if you had not had FDIC. At least you could use that. 

Mr. Brown. I can only answer, Senator, I do not see how it could 
have been any worse. 

I want to add that our troubles are all over. The run has been 
definitely stopped and some of the depositors are coming back and the 
bank is under new management. We are over the hill, and we do not 
have to worry about that phase of it any more. 

Senator SparKMAN. Fine. Thank you very much. 

Mr. Brown. All right, sir. 

Senator Sparkman. The committee will stand in recess until 9:30 
tomorrow morning. At that time we shall hear testimony first from 
a group of stockholders from the First State Bank of Elmwood 
Park. Second, Mr. Clare T. Ireland; third, Mr. John H. Russell; 
and fourth, Mr. Arthur M. Wirtz. 

The committee will stand in recess until 9 : 30. 

(Whereupon, at 5:30 p. m., a recess was taken until Friday, Octo- 
ber 12, 1956, at 9: 30a. m.) 
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FRIDAY, OCTOBER 12, 1956 


Unttep States SENATE, 
ComMITTEE ON BANKING AND CURRENCY, 
Chicago, Til. 

The committee met, pursuant to recess, in room 209, Federal Court 
Building, at 9:45 a. m., Senator John Sparkman presiding. 

Present: Senator Sparkman. 

Also present: Robert A. Wallace, staff director; Donald L. Rogers 
counsel; Matthew Hale, counsel; J. H. Yingling, chief clerk; an 
James B, Cash, Jr., staff member. 

Senator SparkMAN. Let the committee come to order, please. 

Our first group of witnesses this morning consists of stockholders 
from the old Elmwood Park Bank. Will that group come forward, 
please? Will the stockholders group come around ? 

Gentlemen, will you stand, all of you, and raise your right hand, 
each of you! 

Whereupon, John Benedek, Albert Crusnow, Nathan Wolfberg, 
Charles Liebman, S$. Edward Bloom, Leo Waxman, Albert Olson, and 
Ernest Liebman were duly sworn as witnesses by Senator Sparkman, 
were examined and testified as follows: 


TESTIMONY OF JOHN BENEDEK, ALBERT CRUSNOW, NATHAN 
WOLFBERG, CHARLES LIEBMAN, S. EDWARD BLOOM, LEO WAX- 
MAN, ALBERT OLSON, AND ERNEST LIEBMAN 


Senator SparkMAN. Mr. Wallace will examine you. 

Mr. Watxace. I wonder if you would very quickly all identify 
yourselves for the record, starting over here on the left. 

Mr. Benepex. John Benedek. 

Mr. Wauuace. John Benedek, attorney at law. 

Mr. Crusnow. Al Crusnow. 

Mr. Wox¥Fsera. Nathan Wolfberg, attorney. 

Mr. Cuartes Lizpman. Charles Liebman, attorney. 

Mr. Buroom, S. Edward Bloom, attorney ; director of the First State 
Bank of Elmwood Park; secretary to the directors and chairman of 
the conservation committee to recover the assets for the First State 
Bank of Elmwood Park. 

Mr. Waxman. Leo Waxman, attorney. 

Mr. Orson. Albert Olson, director. 

Mr, Ernest LazpMan. Ernest Liebman, attorney. 

Mr. Waxxace. I wonder who will be the principal spokesman to 
whom I can direct questions. 

Mr. Bloom? 
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Mr. Broom. We had planned that I would take the ball up to a 
certain point and then turn it over to the attorneys for the bank. 

Mr. Wautace. I can ask questions to the group as a whole and 
one of you will answer, whichever one has information on that par- 
ticular aspect of the question. 

When did you first sus that the bank was in difficulty? This 
is the Bank of Elmwood Park, you were the stockholders of the bank 
at the time it was closed by Orville Hodge; is that correct? 

Mr. Broom. Yes; the first. time we suspected the bank was in diffi- 
culties, that is, I am speaking for myself, was when I appeared be- 
fore Mr. Gover at the FDIC offices the latter part of January 1953. 

Mr. Watxace. Then you were aware of these problems before the 
FDIC or State auditor called them to your attention ? 

Mr. Broom. No; I was elected as a director on January 12, 1953. 

Mr. Watrace. What about the other directors! Were they in- 
formed of the difficulties ? 

Mr. Cuartes Lirsman. With regard to difficulties of the bank, 
I don’t believe the other directors had been informed prior to the 
notice which resulted in the meeting with Mr. Gover. 

Mr. Broom. Let me tell you why we did not know. A letter was 
directed from the FDIC to the directors of the Elmwood Park Bank. 
Instead of mailing the notice to our homes, in which they were citing 
the difficulties in the bank, the letter was mailed to the bank, and we 
never received it. 

We were told to come downtown; we were told because of a request 
for an increase in capital. 

Mr. Wattace. When did you learn of the letter? 

Mr. Broom. When I got down to the office of Mr. Gover. 

Mr. Wattace. How did you learn about it ? 

Mr. Bioom. From Mr. Gover. 

Mr. Wautiace. What did Mr. Gover of the Federal Deposit Insur- 
ance Corporation tell you at this meeting which you attended ? 

Mr. Bioom. He told us that the olill Hedd been guilty of improper 
practices such as making unauthorized loans, and then he accused 
Mr. Beutel of not properly operating the bank, and he said he 
wanted an increase in capital to protect the FDIC. 

Mr. Wattace. What had Mr. Beutel told you was the purpose of 
this meeting ? 

Mr. Broom. Mr. Beutel told us the purpose of the meeting was 
for an increase in capital, and I asked the other directors what the 
difficulty was, and they told me that there was a feud between Mr. 
Beutel and Mr. Gover, and if the increase in capital was warranted 
Mr. Beutel wouldn’t have sufficient money to come up with the diffi- 
culty, and then he would lose control. 

Mr. Watxace. This is Eugene Gover, who is head of the Chicago 
office of the Federal Deposit Insurance Corporation ? 

Mr. Broom. That is right. 

Mr. Watxace. And Henry J. Beutel, who was president of the 
First State Bank of Elmwood Park at that time? 

Mr. Broom. Yes. Let me take you back further, Mr. Wallace. We 
learned in September of 1952—when I say “we,” the businessmen 
around Grand and Harlem, which is the Elmwood Park territory, 
learned that there was difficulty in the bank because Mr. Beutel was 
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fired as president, and we tried to get the information to find out just 
as to why he was fired, and nobody would tell us. We asked the di- 
rectors and they refused to tell us, they said it is against the law for 
them to tell us. KA 

Mr. Watxace. Did you see the FDIC reports of examination of the 
bank ? 

Mr. Broom. No, I did not. 

Mr. Watiace. Mr. Leibman, what did you do about the fact that 

vou didn’t have these reports? 
’ Mr. Cuartes Lirpman. Well, the FDIC reports of examination 
were given to the old directors. Mr. Bloom was a newly elected di- 
rector in January of 1953, and no effort was made by the FDIC to ap- 
prise the newly elected directors of any specifications of the objec- 
tions which they had to the management of the bank or to the bank 
practices which they objected to. 

Senator SparkMAN. Mr. Rogers. 

Mr. Rocers. Mr. Liebman, prior to January 1953, were any gentle- 
men here on the board ¢ 

Mr. Cuarces Lizpman. I think Mr. Olson was. 

Mr. Otson. No, I wasn’t. I was elected in January. 

Mr. Crusnow. No. 

Mr. Cuarues Liepman. I don’t think we have any directors here who 
were on the board at that time. 

Mr. Biroom. May I elucidate and tell you why? There were a 
number of directors that were opposed to Mr. Beutel and they didn’t 
carry enough weight, they didn’t have enough support of the stock- 
holders, and organized the voting trust and he elected six directors of 
hisown. I was the seventh director who was elected by the business- 
men of the community. 

Mr. Rogers. Were any of the gentlemen here in your group officers 
of the bank prior to January, 19—— 

Mr. Broom. Yes, they were. 

Mr. Rocers. Mr. Crusnow ? 

Mr. Broom. Mr. Crusnow and Mr. Olson. 

Mr. Orson. No, I was not. 

Mr. Rocrers. Just Mr. Crusnow ? 

Mr. Broom. Just Mr. Crusnow. 

Mr. Rocrrs. May I direct a question to you, Mr. Crusnow? Were 
you aware of the FDIC examination reports and their complaints 
against the practices of Mr. Beutel? 

Mr. Crusnow. Well, as stated by Mr. Bloom, those reports were 
turned over to the directors of the bank, and of course I never saw 
them. The only thing that I witnessed was in September 1952, when 
Henry J. Deitel was let out of the bank as president. 

Mr. Rogers. The FDIC examiners, after they completed their ex- 
amination, did they not sit down with the directors and officers and dis- 
cuss the reports, or just with the directors ? 

Mr. Crusnow. At the close, yes, but that is not written. 

Mr. Rogrrs. No; that is correct, but at the close of an examination 
the examiner usually will sit down with the directors and the officers 
and explain what he found. 

Mr. Crosnow. Well, not in our case, and myself at several of the 
meetings—and the only thing that had been gone over was the loans 
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and the operation of the bank, and most generally was the increase in 
capital. 

Mr. Rocers. Yes. It has been established that there were meetings 
after the examination with the examiners, correct ? 

Mr. Crusnow. Oh, there were a number of examinations, I don’t 
know. 

Mr. Rocers. I am talking about the meetings with the examiners 
after the examination. 

Mr. Crusnow. Yes. 

Mr. Rocers. Did the examiners ever mention that they were dis- 
satisfied with Mr. Beutel at those meetings ? 

Mr. Crusnow. I wouldn’t say that, not unless we had had a meet- 
ing at the office of the FDIC. 

Mr. Rocers. I am talking about that now before that time, before 
January 1953. 

Mr. Crusnow. The FDIC was to criticize Henry ? 

Mr. Rocers. I want you to tell me if they did. 

Mr. Crusnow. The only criticism was in September of 1952 by the 
old board of directors. They ousted him, but what the FDIC did, I 
don’t know. 

Mr. Rocrrs. What you are saying is that they never told you of 
their dissatisfaction with his management ? 

Mr. Crusnow. No. 

Mr. Rogers. All right. 

Mr. Wattace. Can you tell us how the investment in the Bankers 
Discount paper came about ? 

Mr. Broom. The first I learned about the investment of Bankers 
Discount Co. was when I was called—incidentally, I was on the loan 
committee. I was called to a meeting on January 28, 1953, at the 
Devon-North Town Bank, and at that time we were informed that an 
arrangement would be made to purchase a million dollars worth of dis- 
count paper from the Bankers Discount Co. 

Mr. Rocers. Mr. Bloom, one moment. The board of directors of 
the Elmwood Bank were meeting at the Devon Bank, is that correct? 

Mr. Buioom. Yes. 

Mr. Rogers. Just to make it clear 

Mr. Broom. The loan committee only, not the directors, just the 
loan committee. 

Mr. Rocrrs. The loan committee. 

Mr. Bioom. Certain directors are on the loan committee. 

Mr. Rogers. All right. 

Mr. Broom. And we were presented with a brochure showing that 
the Bankers Discount Co. was worth $7 million and had a capital- 
ization of $2 million. We also were shown another brochure that 28 
high-class banks throughout the country participated in the purchas- 
ing of this type of paper from the Bankers Discount Co. 

It was also called to our attention that this was a new type of loans 
that the banks were interested in. They said the First National Bank 
of Chicago was contemplating opening up an entire floor here in 
Chicago to handle this type of papers the Chicago National Bank 
was doing that; and the Exchange National Bank has been doing that 


for many years, purchasing this particular discount paper. It was 
a good risk. 
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Mr. Rocers. Did they tell you what amounts they were purchasing? 

Mr. Broom. Yes; I knew that the Bank of America had purchased 
$750,000 worth, and the—well, I remember that in particular, because 
that was the biggest amount. 

Now, our bank alone had agreed to pick up $500,000 worth, but a 
million dollars worth was supposed to be picked up by 3 banks. 

Mr. Rogers. By all the three banks? 

Mr. Bioom. Yes. 

Mr. Rocers. Of course, when you compare Bank of America, which 
has assets now of about $9 billion, a at that time had assets of 
about 8 billion, their taking $750,000 was just a very minor amount, 
but in your bank $500,000 was a great sum. 

Mr. Bioom.. Well, we were going to be protected by a withholding 
of 2 percent that was to be increased to 10 percent. In other words, 
eventually we would only have a risk of 90 cents on the dollar. 

Mr. Rocers. At the time of this meeting did Mr. Beutel tell you 
that he was selling the banks to Bankers Discount ? 

Mr. Bioom. No; we found it out for the first time from Mr. Soren- 
sen, and the date that 1 found it out was April 6, 1953. Subsequently 
I learned that Mr. Sorensen knew on February 15, and he called Mr. 
Gover on February 15, 1953, and told him that the banks’ control was 
turned over to the Bankers Discount Co. 

Now, had Mr. Sorensen or the FDIC informed the directors, espe- 
cially the loan committee, that the control of the bank was in the 
hands of the Bankers Discount Co. we would never approve this loan, 
but they wouldn’t give us the information. 

Mr. Rogers. Don’t you think it was Mr. Beutel’s duty to tell you? 

Mr. Bioom. Sure, but they were out to hang Mr. Beutel, and inci- 
dentally, they hung us at the same time. They wouldn’t give the 
directors the information. 

Mr. Rocers. Mr. Beutel was the president of your bank? 

Mr. Broom. That is right. 

Mr. Rogers. You are on the board of directors. Don’t you think 
he had obligations to tell you he sold the bank ? 

Mr. Broom. He certainly had, and so did the FDIC have an obli- 
gation to tell us. 

Mr. Rogers. You didn’t read it in the newspapers like Mr. Sorensen 
did? 

Mr. Broom. The newspaper was a financial publication that is dis- 
tributed amongst the examiners. It was some publication—— 

Mr. Rogers. It is the American Banker. I get it every day. It is 
a publication that goes around to all banks. 

Mr. Broom. Yes; but it doesn’t go around to all the directors. 

Mr. Rogers. If they subscribe it does? 

Mr. Broom. Give mea chance, I only got in January 11. 

Mr. Rogers, Anyhow, you didn’t read it in the paper? 

Mr. Broom. No; I didnot. It is not a paper of, general circulation. 

Mr. Rogers. No; it is a financial newspaper, that is right. 

Mr. Broom. Yes. 

Mr. Watxace. The FDIC sent a letter to the bank, but it was re- 
ceived by Mr. Beutel and you never saw it? 

Mr. Broom. It was received by somebody in the bank and pocketed, 
and we never saw it, and the practice should be that the letter—— 

83551—5é—pt. 223 
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Mr. Watxace. Did you ever see the letter? 

Mr. Broom. Never saw the letter. 

Mr. Wau.ace. Do you know what it was supposed to have said? 

Mr. Buioom. Yes; I believe I have the information now. 

Mr. Watxace. Was it expressing concern over the Bankers Discount 
paper investment ? 

Mr. Broom. No; not that letter. It expressed concern of unauthor- 
ized loans, padding of the payroll, and having people on the payroll 
that weren’t adtually working for the bank. 

Mr. Watzace. This gets into a very interesting situation because 
here you have a letter from the FDIC which is alleging virtual 
mismanagement on the part of a president of a bank, and the way the 
board of directors are notified is by sending the letter to the president 
of the bank. 

Mr. Broom. That is right. That is correct, Mr. Wallace. 

Mr. Watiace. And you didn’t know of this? 

Mr. Broom. No, sir. 

Mr. Rogers. Excuse me, Mr. Wallace. 

Mr. Wattace. Go ahead. 

Mr. Rogers. Was the letter addressed to Mr. Beutel or was it ad- 
dressed to you and he just took possession of it ? 

Mr. Broom. I understand it was addressed to the directors of the 
bank. 

Mr. Rocrrs. He just took possession of it? 

Mr. Broom. That is right. 

Mr. Watxace. I just wonder, however, if this wouldn’t point up a 
shortage in the FDIC procedures, namely, that if you send a letter 


alleging mismanagement to a bank, naturally the person who is doing 
the mismanaging, who is running the bank, receives the mail? 

Mr. Broom. You area hundred percent right, Mr. Wallace? 

Mr. Watrace. Then shouldn’t there be some way when the FDIC 
wants to express concern about aes that they would 


send something to all the members of the board of directors of the 
bank? 

Mr. Broom. That is correct. 

Mr. Wattace. But they did not do that ? 

Mr. Broom. No; they did not do that. 

Mr. Waxman. Mr. Wallace, if I may state something new, the 
board of directors and their counsel, on the basis of the experience 
they have had in these matters and the hearings had here and in 
Washington, have prepared a list of a number of suggested changes 
in the FDIC law, and at this particular moment I would like to spend 
about two seconds reading one of them which is very apropos. 

Under present procedures examiner’s criticisms are furnished directly to the 
bank. In many cases they are not brought directly to the attention of the 
directors. As a matter of policy, such criticism should be phrased in such a 
way as to make them easily understandable to lay directors; the corrections 
should be specified with particularity ; and the criticisms should be sent to the 
directors at places other than the bank, preferably their homes and preferably 
by registered mail. 

Mr. Wauxace. Thank you. 

Now I would like to go back to this discount paper for a moment. 
You had a meeting of the loan committee at which you were shown 
these brochures ? 
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Mr. Broom. Yes. 

Mr. Watxace. And you agreed at that time, as I recall, to buy a 
million dollars’ worth of this paper ? 

Mr. Broom. Between the three banks. 

Mr. Wauxace. But at that time you didn’t know that the bank 
was controlled by the Bankers Discount Corp. ? 

Mr. Bioom. No, we did not. 

Mr. Wauiace. You learned of it—— 

Mr. Broom. I almost blew a gasket when I found out. 

Mr. Waxtace. When did you find out ? 

Mr. Broom. On April 6, 1953, in Mr. Sorensen’s office. 

Mr. Wauuace. Five days before Orville Hodge closed the bank? 

Mr. Buoom. That is right. It is against the law for an officer or 
anyone that has control of the bank to borrow money from the bank 
without the consent, the unanimous consent, of all the directors, and 
inasmuch as they were actually the owners of the bank they had no 
business borrowing from the bank 

Mr. Wauxace. How did you receive notification that the bank was 
to be closed ¢ 

Mr. Broom. By a telegram on Saturday morning, April 11, 1953. 

Mr. Wauuace. And what did the telegram direct you to do or ask 
you to do? 

' Mr. BLoom. We were advised to appear before Mr.—in Mr. Hodge’s 
office, the State auditor’s office, the following Monday. 

Mr. Wauxace. You went to his office? 

Mr. Broom. That is right, sir. 

Mr. Watxace. What were you told when you went to the office? 

Mr. Broom. Well, when we got there we were introduced by one 
of the gentlemen to Mr. Hodge, the State auditor. That is the first 
time I ever saw the man, and Mr. Hodge greeted us all and said, 
“Boys,” he said, “I am going to leave everything in the hands of 
Mr. Sorensen; he is going to take over; see if you can work this 
out,” and then he walked out of the bank, I mean out of the room. 

Mr. Waxiace. What date was this? Well, just a minute. What did 
Sorensen say you would have to do in order to protect the bank and 
keep it from being—— 

Mr. Broom. I would like to correct that statement that I just 
made. We were called to Mr. Hodge’s office before that. 

Mr. Cuaries Lirsman. Just for the sake of the record I would like 
to suggest that prior to the closing there were conferences, there were 
meetings of the directors called at Mr. Hi ’s office in the week be- 
fore the closing, and there were a number of meetings there, and at- 
tempts were made to iron out the difficulties with regard to the paper. 

Mr. Watiace. A week before the closing ? 

Mr. Cuarues Lirsman. That is right. 

Mr. Broom. Pardon me; I will give you the exact dates. On April 
2 we received a notice from the State auditor’s office to appear before 
him in accordance with the State law of Illinois at a directors’ 
meeting. 

Mr. Watuace. Then it :vas 9 days before the bank was closed that 
you received notice ? 

Mr. Cuartes Liepman. Yes. 

Mr. Broom. And it was at that time that the State auditor intro- 
duced Mr. Sorensen and Mr. Browning to us, Roy Browning. 
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Mr. Waux.ace. He introduced Browning to you at that time? 

Mr. Bioom. Yes; on April 2—on April 2 we didn’t appear at the 
meeting and the meeting was adjourned to April 3, and Mr. Sorensen 
and Mr. Roy Browning and several other men from the FDIC were 
present. 

Mr. Rocers. Why didn’t you appear on April 2? 

Mr. Bioom. The meeting was called for 3 o’clock and I received 
my notice at 2:30, I received my telegram at 2: 30, and I happened to 
be on trial at the time. 

Mr. Cuaries Lizsman. Under Illinois law the State auditor is em- 
povened to call meetings of directors, and he is supposed to give 12 

1ours’ notice, but apparently these notices were sent out not in ade- 
quate time, and they didn’t come in until a few minutes before the 
meeting was to take place. 

Mr. Broom. Mr. Rogers, I did not ignore the meeting, I immedi- 
ately called the State auditor’s office and told him that I was engaged 
in trial, and he said to us, he told us it would be all right to come 
in on April 3. 

Mr. Rocers. I want to to go back a moment, if I may. You told 
us about your meeting on January 28 of the loan committee. 

Mr. Broom. Yes, sir. 

Mr. Rocers. Where you approved the purchase or you agreed to 
purchase $500,000 worth of paper ? 

Mr. Bioom. That is right, sir. 

Mr. Rogers. On February 11 you went to Washington and you had 
your meeting with the FDIC? 

Mr. Broom. Yes; we did. 

Mr. Rocrers. When did the Elmwood Bank make a loan to Bankers 
Discount ¢ : 

Mr. Bioom. Let me explain something at that point. The presi- 
dent is empowered to make certain loans without the consent of the 
directors, any president of any bank. I believe in our particular case 
it was up to $50,000, so we wouldn’t know about a loan to anybody 
made directly by the president until our regular board meetings, 
and our regular board meeting was the second Tuesday of every month, 
so we wouldn’t know about any loans made to this particular institu- 
tion until the second Tuesday of February, when it would show up in 
the minutes, or show up at the meeting, rather. 

Mr. Rogers. Did you know it then ? 

Mr. Broom. We didn’t know about the loan until in February we 
learned of a, I believe it was, $50,000 loan, unsecured loan, made to the 
Bankers Discount Co. 

Mr. Rocers. Was that your loan limit? 

Mr. Broom. I believe that is the loan limit of the president without 
authority of the board of directors. It depends on how much money 
you have in the bank as to what the president’s authority is. — 

Mr. Rogers. By law you have a limit of 15 percent of your capital 
as your loan limit. Of course, by your own bylaws you may permit the 
president to make the loans, but that is by your bylaws. 

Mr. Broom. He was limited to $50,000. 

Mr. Rogers. All right. Now, in March, March 2, Mr. Sorensen sent 
his examiners into your bank, from March 2 to March 11. 

Mr. Bioom. Yes. 
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Mr. Roeers. When they finished their examination did you call a 
meeting of the board of directors to discuss what they found in the 
examination ? 

Mr. Broom. No; they didn’t say a word to us about what their 
examination consisted of, never gave me a copy, and we wouldn’t have 
a meeting until the second Tuesday of March, so I wouldn’t know their 
examination—— 

Mr. Rogers. You are talking about a regular meeting. As I un- 
derstand it, the examiners can call in the directors to yas their 
report with them when they finish the examination. 

Mr. Broom. They never called us. 

Mr. Rogers. All right. On March 18 did you enter into a con- 
tract to purchase the Bankers Discount paper ? 

Mr. Broom. No, sir. On March 18 you say? 

Mr. Rogers. March 18. 

Mr. Broom. No, sir. 

Mr. Rogers. What date did you enter into the agreement? 

Mr. Broom. I told you that as far as the loan committee itself was 
concerned we agreed on January 28, 1953, to loan up to $500,000 to 
the Bankers—rather, to purchase the paper, and the mechanics were 
left up to the officers. 

Mr. Rocrrs. That iscorrect. Allright, you have no knowledge that 
on March 18 Mr. Beutel or one of the officers entered into a contract? 
Mr. Crusnow, do you know anything about that? 

Mr. Crusnow. No; I don’t. 

Mr. Rogsrs. The signing of the actual contract? 

Mr. Crusnow. No; I don’t. 

Mr. Rogers. All right. Well, on March 23 the paper started to 
come in, and between March 23 and April 2 you received $2 million 
worth of paper. Was that within the $500,000 limitation you had set 
in your resolution ¢ 

Mr. Broom. Let me explain to you the function of the average di- 
rector of a bank, We meet once a month and we only go by reports, 
so if anything took place on March 18 or March 23, I wouldn’t find it 
out until the second Tuesday of April, and the bank was closed before 
the second Tuesday of April, so we didn’t know anything about it. 

Mr. Rocers. Let’s get back to the question. You approved the 
resolution for $500,000 worth of paper and $2 million came in. Now 
did that violate the resolution ? 

Mr. Broom. Oh, it certainly did. 

Mr. Rogers. All right, and I think you understand that directors 
have a great responsibility in the bank? 

Mr. Bioom. vane 

Mr. Rogrrs. Not just to meet once a month? 

Mr. Buoom. That is right, but if Mr. Hodge didn’t close the bank 
I would have found out about it on the second Tuesday of April, and 
there would be hell to pay for it. 

Mr. Rogers. When you did find out that he had exceeded the author- 
ity granted by your loan committee it upset you; didn’t it ? 

Mr. Broom. It certainly did. 

Mr. Watzace. You had approved a million dollars of the discount 
paper but not $2,180,000 ? 

r. Boom. No, sir. We only approved, for our particular bank a 
half million dollars. 
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Mr. Watace. You didn’t know that Bankers Discount Corp. con- 
trolled the bank at that time? 

Mr. Broom. No; and the FDIC wouldn’t cooperate with us and tell 
us that, either. 

Mr. Watxace. But you were notified on April 2 that this was a fact, 
well, you were notified that they were going to close the bank, you 
were told the next day it was because of this $2.1 million of this paper? 

Mr. Broom. Well, let Mr. Waxman tell you what took place between 
April 3 and the closing of the bank, wk I believe that he can give 
you the information. 

Mr. Wau.ace. I think that is very important, because, as I under- 
stand it, Mr. Beutel, as president of the bank, had carried out certain 
actions that you did not know about, and suddenly you are confronted 
with a situation where you are going to be closed for matters, in large 
degree, at least, outside of your control, and before you could make 
any arrangements to correct the situation, to fire Mr. Beutel, to start 
getting rid of the paper or something, you were closed ? 

Mr. Bioom. That is right. 

Mr. Watuace. Is that your contention ? 

Mr. Broom. We were asked on April 3, 1953, by Mr. Sorensen to 
get this fancy paper—and somebody called it by a fancy name—to 
get it out of our bank, and it takes time to get $2 million worth of 
paper out of your bank. 

Mr. Wauxace. I would like to move very quickly—— 

Senator SparKMAn. Before we get away from that point, a minute 
ago you said the FDIC did not inform you. One thing that has been 
rather puzzling to me all the way through has been this: First, the 
fact that here was a change in ownership of a bank, that the banking 
department didn’t know about it, was not informed about it, until Mr. 
Sorensen read it in a newspaper; second, that the FDIC did not know 
about it until Mr. Sorensen, after reading it in a newspaper, informed 
the FDIC. 

Do you believe that there ought to be a requirement in the law that 
before stock in a bank, which is protected by Federal insurance, is 
transferred, notice to FDIC should be required. 

First of all, it seems to me, and this is no concern of ours—it is 
State business, what I am about to say now is a State matter—it 
seems to me that the department of the State of Illinois ought to be 
given notice before there is a change in ownership of any State bank; 
second, it certainly seems to me that any bank that has its deposits 
insured under the Federal law should be required to give notice to the 
FDIC, because the FDIC might not wish to continue to insure the 
funds under another ownership unless it approved of that ownership. 

Do you agree with me on that? 

Mr. Broom. I do, but I believe there is such a law in the State 
of Illinois, and I would like to have Mr. Waxman explain it. It is 
supposed to be registered on our books. a 

Mr. Waxman. There is a statute in the State of Illinois which 


requires one? change of ownership of every share of State bank 
file 


stock to be filed and registered in the office of the recorder of deeds 
in Cook County, Ill, within 10 days after the change, and that law 
was not followed here, and I understand it wasn’t followed in the new 
Bank of Elmwood Park, and I think it is honored more in the breach 
than in the observance, but the law is there. ' 
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Now, there ought to be some penalties connected with the violation 
of that law, and there are no penalties. 

Senator SparkMAN. It seems. to me that it ought to go further 
than that so far as the FDIC is concerned. I am not trying to advise 
the State of Illinois how to run its banking laws, but it seems to me 
that since the FDIC is carrying the insurance on the deposits in 
this bank and has the right originally, in taking those deposits, to 
pass on the question of management of a bank and ownership, that 
when there is a change or when a change is contemplated in owner- 
ship and in management FDIC ought to be entitled to prior notice, 
to give it an opportunity to decide whether or not it is willing to 
continue the insurance under the new ownership and under the new 
management. That is prior notice I am talking about. 

Mr. Waxman. There isn’t a soul at the table here that will disagree 
with you. 

Mr. Claman Liarepman. I would like to call the Senator’s attention 
to the fact that this is required in many aspects of national activity. 
The FCC requires that in connection with radio stations; the Post 
Office Department, in return for granting second-class mailing privi- 
leges, requires a semiannual statement which has to be published in 
the particular newspaper giving the names of the stockholders and 
the bondholders who own directly or indirectly 1 percent or more of 
the stocks or securities of the publication which gets the second-class 
privilege, and I think that such a statute could easily be drafted to 
apply as a condition to the obtaining and retention of deposit insur- 
ance by banks. 


Mr. Broom. Even the present Bank of Elmwood Park did not know 
that Mr. Hodge and Mr. Wirtz controlled the present Bank of Elm- 
wood Park, pean was put on the books to show that Hodge and 

t 


Wirtz had control of the majority of the stock. 
Mr. Cuaries Liesman. Nor did the FDIC officially know it. 
Senator Sparkman. I think I should read into the record at this 
point a section from the Federal Deposit Insurance Act, section 6: 
The practices to be enumerated in the certificate required under section 4 


and to be considered by the board of directors under section 5, shall be the 
following: 

The financial history and condition of the bank, the adequacy of its capital 
structure, its future earnings prospects, the general character of its manage- 
ment, the convenient needs of the community to be served by the bank, and 
whether or not its corporate powers are consistent with the purposes of this 


act. 

Before taking action in the first place, the FDIC is entitled, under 
the law, to know something about it, and to take into consideration 
the general character of its management. 

My thought is that if there is a change of management while that 
insurance coverage continues, then the intent of Congress, it seems 
to me, if not the actual letter of the law—at least the intent orig- 
inally—is not carried out because the FDIC in that event has no oppor- 
tunity to pass on the general character of the new management. 

It seems to me that is a loophole that we might very well consider 
closing. 
Mr Wasa We all agree with you, Senator. 

Senator Sparkman. Thank you very much. 

Mr. Biroom. We had a meeting with Mr. Gover after we returned 
from Washington, and he did not tell us at that time, although he 
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en knew that there was a change of management, of ownership, 
rather. 

Senator Sparkman. Allright. Mr. Wallace. 

Mr. Watiace. What was the attitude of the board of directors after 
the closing of the bank? Did you hold any meetings to try to reor- 
ganize ? 

Mr. Broom. Yes, we did. We immediately fired Mr. Beutel and 
anyone who would be connected with the bank that would impose 
upon us these conditions that we found out were in the bank, and we 
went down to Mr. Hodge’s office time and time again to try to work 
out a proposition for the stockholders. 

I would say that between April 11 and May 1, we were almost in 
the bank—in Mr. Hodge’s plas ania day. The door was wide 
open to us. We could see Mr. Sorensen, we could see Mr. Hodge, we 
could see Mr.—well, another gentleman there, and we tried to discuss 
reopening the bank. 

And the condition that was imposed upon us was that we had to 
come in with a million dollars for capitalization and take out a mil- 
lion dollars worth of paper. 

Afterward, Mr. Sorensen privately told me, he said, “Ed,” he said, 
“if you can come in with a million dollars,” he said, “we will work 
out something about the paper. Just bring in a million dollars and 
we will work this out.” 

I went around town, talked to well-to-do people, and also the 
businessmen of the chamber of commerce out there. The business- 
men out in the Grand-Harlem district, which is the Elmwood Park 
district, pledged to come up with $300,000 to help open the bank, and 
about May 1, I saw Mr. Green, ex-Governor Green come into Mr. 
Hodge’s office, walk into Mr. Volz’ private office, Ike Volz’ private 
office. 

Mr. Watxace. Who is Ike Volz? 

Mr. Broom. He was some executive there, secretary or something, 
to Mr. Hodge. ’ 

Mr. Waxman. May I break in? He was the confidential assistant 
to Mr. Hodge, and I believe he had a similar position with Governor 
Green, while Governor Green was Governor, and I think his history 
goes all the way back to Fred Lundeen, where he had a similar 
position. 

Mr. Wattace. Go ahead. 

Mr. Broom. Anyhow, after I saw Governor Green walk into Mr. 
Volz’ office, I couldn’t get past the front door any more. I couldn't 
see Mr. Hodge any more oketeunres unless it was at a meeting of the 
businessmen, and that was a night meeting that we had whereby the 
businessmen pledged to come up with $300,000. I occasionally saw 
Mr. Sorensen, but I wasn’t welcome anymore. 

Mr. Watxace. Are you saying that when the bank was first closed 
you could see Mr. Hodge and Mr. Volz any time you wanted ? 

Mr. Broom. No; not Mr. Volz, I didn’t know who Mr. Volz was 
until it was pointed out to me in Mr. Hodge’s office. 2 

Mr. Watuace. Mr. Sorensen, you could see him any time you 
wanted to but after Mr. Green saw Mr. Volz—— 

Mr. Broom. Then I was through. 

Mr. Watxace. It was more difficult, you could not see Mr. Hodge 
any more. 


- 
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Mr. Broom. No; I saw Mr. Hodge at an evening meeting of the 
businessmen of the Elmwood Park territory. 

Mr. Wautace. These connections are a little confusing, Ike Volz? 
V-o-l-z? 

Mr. Waxman. Correct. 

Mr. Wattace. He was an assistant to Governor Green, when Green 
was Governor, then at this time, however, he was an assistant to Or- 
ville Hodge? 

Mr. Bioom. That is right, sir. 

Mr. Wattace. After Governor Green got into the picture, you 
could no longer see Orville Hodge ? 

Mr. Broom. That is right, sir. 

Mr. Wattace. How much capital did he want for you to reopen 
the bank ? 

Mr. Buoom. Mr. Sorensen at first asked for a million dollars, plus 
taking out a million dollars’ worth of paper, but after that 

Mr. Watiace. What about Mr. Beutel? Under that condition 
would he remain as president of the bank ? 

Mr. Broom. Mr. Beutel had already been fired. 

Mr. Wauxace. Oh, I see. 

Mr. Bioom. I was acting for the businessmen in the Grand-Harlem 
territory. 

Mr. Wattace. So the conditions were a million dollars in capital 
and, in effect, “Don’t let Beutel back in”? 

Mr. Bioom. That is right; oh, that was definite, and then they 
came down to a million dollars and they said they would work out 
something with reference to the paper. 

Mr. Rogers. First, I would lke to ask you how was it technically 
possible for you to fire Mr. Beutel ? 

Mr. Broom, Well, we got a majority of the directors together; we 
called a meeting; we are still operating. Even today we have our 
charter. We are not a defunct bank. We are just not operating. 

Mr. Rocers. Bankers Discount owned 51 percent of the stock at 
that time. 

Mr. Bioom. But they never changed the directors, and we got a 
majority of the directors and just fired the personnel of the bank. 

Mr. Rogers. On April 30, Bankers Discount went into receiver- 
ship. Do you think that that had any effect on the fact that Mr. 
Sorensen and his people didn’t want to talk to you? 

Mr. Broom. I can’t read Mr. Sorensen’s mind; I wouldn’t know, sir. 

Mr. Rogers. On May 1, that $2,100,000 worth of paper was really 
in bad shape. 

Mr. Buoom. I would like to have Mr. Waxman answer that; he 
was more familiar with that phase. 

Mr. Waxman. I would like to tell you about that. We got into the 
picture, the lawyers, in the first meeting in the auditor’s office, about 
April 2. We went into the auditor’s office and they asked us to leave 
because we were not directors. We waited until the meeting was 
over, and then Mr. Sorensen called us in and explained the situation 
to us. 

We listened very patiently and very carefully. We then decided 
that we would have to—and that was the first time we learned about 
the paper, and I don’t recall whether that was the first time we 
learned about the stock or whether we learned about it that evening— 
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we decided that we would have to get the Bankers Discount people 
in here, and we suggested to Mr. Beutel and the directors that they 
get them in here nt we sit down at a joint meeting. 

We did that, and we had a meeting in the auditor’s office the fol- 
lowing day. It was very easy to see that Mr. Beutel and the examin- 
ing people were at loggerheads, and all they did was just incite each 
other, so we instructed Mr. Beutel to sit in a corner and be just as 
quiet as possible and let the lawyers handle it. 

Mr. Rogers. You hadn’t fired him at that time? 

Mr. Waxman. No, no, no. 

Mr. Rocers. When did you fire him? 

Mr. Waxman. Well, I think—this was in April. I think Mr. 
Bloom testified that he was fired after April 11. 

Mr. Rogers. Oh, you are talking now before the bank closed ? 

Mr. Waxman. Before April 11, because it is necessary to answer 
this other question. 

We sat in there and we determined that the first think we had to do 
was to get these people together so that they would talk rationally, 
and we did after a while get them to explain the problems, and they 
explained them in detail, and then we took up a solution of these 
problems, and a solution of the problems encompassed these things. 

First, they wanted additional backing for the paper. Bankers Dis- 
count said they would provide up to 25 percent backing if that is 
what they wanted. Secondly, they didn’t know anything at all about 
this paper; they had an idea, my impression was they thought there 
should be some sort of an import duty on paper coming in from Texas 
and Tennessee. They knew nothing about it. We explained the 
paper to them, the type and nature of the paper, the structure of the 
company, and we satisfied them, I believe, that this paper in Texas 
and Tennessee was about the same as the paper, similar type of paper, 
in Chicago. 

They wanted all the paper out of the bank. We told them that we 
would try and get all the paper out of the bank. As a result of that, 
Mr. Kennedy and Mr. Beutel went to San Francisco, came back, they 
told us, with a commitment for San Francisco, the Bank of America, 
to give them a million-dollar open line of credit within 30 days. They 
were satisfied. 

They then suggested that we go over to Mr. Gover’s office and 
straighten ourselves out with Mr. Cioielie’ We went over to Mr. Gover’s 
office and we also told Beutel to be quiet there. He was. 

Mr. Gover raised two conditions: First, that Beutel be kept out of 
the bank, be put out of the bank. We asked him if he wouldn’t hold 
that for a while, and let’s get together on it and see whether we can 
dispose of the things we can dispose of. 

e then asked Mr. Gover for all his criticisms, all his criticisms, 
and he gave us a list of his criticisms from the report, never men- 
tioned anything else. We took every one of the items on that report 
and refuted them to Mr. Gover’s satisfaction. 

We also explained to Mr. Gover the nature of this paper, and he 
pureed with us in general that this type of paper was all right. He 
told us that if we could satisfy the State auditor’s office we would then 
be in business, and Mr. Kennedy and Mr. Gover would then determine 
what should be done with Mr. Beutel. 
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We went back to the auditor’s office, and the auditor’s office told us 
that this million-dollar line of credit was not enough, they wanted the 
rest of the paper out of the picture. So we suggested to them that 
Mr. Kennelly would go to the Harris Trust and see whether he 
couldn’t get a line of credit from them. 

Now, it was very important, and they stressed then that it was very 
important, that this entire situation with relation to Bankers Dis- 
count be kept quiet so that the difficulties of Bankers Discount would 
not get around and prevent them from getting lines of credit. Mr, 
Kennedy went over to Harris Trust and came back and said that 
Harris Trust had been informed by either Gover or Sorensen or 
somebody in the banking situation that they were no good, they 
shouldn’t get the line of credit. 

I went over to see Mr. Sorensen and told him what I thought of 
him for letting this thing leak; he told me what he thought of me, and 
asked me to leave. 

The following day we told the auditor’s office that the people at 
Bankers Discount were going all over the country to the banks they 
have been doing business with to get enough lines of credit, unse- 
cured, to take all this paper out of the bank. 

The directors by then had been told to go home. The problems 
apparently were on their way to being solved, the lawyers were 
handling everything. Mr. Kirkland, who was counsel with us, had 
secured a promise from Mr. Mueller, who was Mr. Sorensen’s su- 
perior at the time, that nothing would be done over the weekend, that 
they would wait until they saw what would happen to the applica- 
tions for unsecured lines of credit, which would need about another 
million and a half to solve this situation. 

The following Saturday, Hodge closed the banks. 

Mr. Rogers. That raises an interesting point. Just let me say 
we are way away from the question I asked. The reason he closed 
the bank is because more paper came in. 

Mr. Waxman. Let me explain that to you. There was no paper 
in the West Irving. The fact that $600,000 or so of paper was coming 
into the West Irving was told to Mr. Sorensen. Whether the West 
Irving was going to pay for that paper was another problem. A 
majority of the board of directors had been alerted and were in touch 
with Mr. Sorensen. They had told him that they would not permit 
that paper to be paid for. Whether they would be swung one way 
or the other was a problem that could be faced rationally. 

There was nothing to stop Mr. Sorensen the following mornin 
from getting the directors in the bank, before the paper would be pai 
for, and telling him to get it out even if the directors had intended 
to pay for that paper. 

Mr. Rogers. Let’s go back to my recent question. On April 3, the 
can Discount went into receivership. That changed the situation 
entirely. 

Mr. Waxman. Completely. 

Mr. Rogers. Before you could have at least attempted to sell the 
paper. At this stage, with the Bankers Discount in receivership, it 
would be very difficult to dispose of that paper? 

Mr. Waxman. Now, that is absolutely correct. You brought one 
thing out that I forgot. During the early April negotiations we had 
informed Mr. Kennedy that h: might be confronted with a situation 
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if he was unable to get these lines of credit where he would have to 
sell his company, and he told us that he had secured an offer from some 
people in New Orleans to buy his entire company out at a 25-percent 
profit. Now, this paper, as a going business, is normally sold at a 
profit, the profit being the cost of setting up that type of an operation, 
The profit will run anywhere from 15 to 25 percent, and in some 
instances 30 percent, where the new company or another company can 
buy a going operation. As a going operation, it is valuable. As an 
institution in bankruptcy, you see, it is not. 

Mr. Rocers. Of course, as Governor Green and Mr. Drexler have 
told us, when Bankers Discount went into receivership, they just gave 
up all hope of purchasing that paper or reorganizing the bank and 
decided to organize a new bank. 

Mr. Waxman. Well, Governor Green could say that. I think it was 
up to Hodge and Mr. Liebman and Mr. Wolfberg and myself during 
the interim, during the closing of the bank on the 11th of April and 
the time the new bank was opened—we had many conversations with 
Mr. Hodge about other solutions, and after the bankruptcy of Bank- 
ers Discount, about other solutions of the bank; including an attempt 
to get the Reconstruction Finance Corporation involved in here, in- 
cluding an attempt by Mr. Clarence Beutel to background this paper 
with $850,000 of his own money, which was sabotaged; including an 
attempt which we suggested to Mr. Hodge, since the paper was good 
and the only question was how much should be here, an attempt by 
Mr. Hodge to get some of this paper laid off elsewhere. 

Mr. Rogers. You would have a difficult time disposing of paper of 
a bankrupt corporation. 

Mr. Waxman. Only because it is distressed merchandise and only 
because then you can’t go around and pick your purchaser. 

Mr. Rocers. That is very true. 

Mr. Cuartes Liepman. Mr. Rogers, I remember particularly, I had 
long talks with Mr. Hodge and Mr. Sorensen about getting together 
with the Loop banks, and with the Chicago Clearinghouse for the 
purpose of laying off the paper. We had no experience as attorneys 
with this type of paper, and when it was first submitted to us we were 
somewhat dubious about it. I think that is the general reaction of 
the people to whom the paper is first described. 

Then the arguments in favor of the paper were advanced tous. One 
of those was that the loss experience of Bankers Discount for a period 
of 5 years in this paper had averaged one-half of 1 percent according 
to their certified accountants’ reports. Another was, that the House- 
hold Finance Co.’s long time average losses on this paper was only 
114 percent. And that goes back through the depression. 

Well, after we had had a chance to study these arguments, they im- 
pressed us very favorably. We went into the auditor’s office and 
when they reacted adversely to the paper, I asked Mr. Sorensen what 
objections actually are there to this paper. “Do you have any record 
of adverse experience with this sort of paper?” 

“Well, no.” 

Nobody any place ever gave me any record of adverse experience. 
They just—it was strange paper from another State, they didn’t want 
it, they didn’t want to have anything to do with it. 

Then we found out that a lot of Chicago banks were actually carry- 
ing this type of paper. A bank in Oak Park had a lot of it, the Harris 
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Trust had it, the First National, so I suggested to Mr. Sorensen and 
Mr. Hodge that they communicate with the clearinghouse and with 
the Loop banks and use the prestige of their office to have the excess 
load of paper distributed among the banks in Chicago so that no bank 
would have an excessive amount, and I was met with a complete 
blank wall, no reaction at all. They didn’t say yes, they didn’t say 
no, they just didn’t want to talk about it. 

Mr. Rogers. You had, as I understand at the time, approved a 
million dollars worth of this paper. You were not aware of Sorensen 
and FDIC criticism of it when you first approved the million dollars 
of paper. 

tir: Gliaaliieil Liesman. Well, I was only counsel, I was not on the 
board. 

Mr. Watuace. Mr. Bloom, were you aware of the criticism of the 
paper ¢ 
: Mr. Broom. Yes. The criticism of the paper came after the bank 
examiners had examined our minutes and found out that we approved 
this paper. When we went to Mr.— 

Mr. Wattace. I am talking about at the time you approved the 
paper. 

Mr. Broom. No. 

Mr. Watiace. Did you know? 

Mr. Broom. No; there wasn’t any criticism until after. 

Mr. Watiace. You approved a million dollars worth of this paper ? 

Mr. Broom. A half million dollars, sir. 

Mr. Watziace. Whatever it was, and at the time you did, you did 
not know of the criticism of the FDIC and Hodge’s office ? 

Mr. Broom. No, sir. Let me explain 

Mr. Watnace. And the other paper that came in, came in without 
your knowledge ? 

Mr. Broom. That is right, sir. 

Mr. Wautace. The bank was closed in a matter of 9 days after you 
were told that it was going to be closed because of this paper. What I 
can’t understand in this situation is this: You have a bank in which 
you are the stockholders, the president of the bank has gone overboard 
on this type of paper; also, he carried out negotiations to pass con- 
trol of the bank to a different group. Why couldn’t your group have 
either reorganized or organized a new bank to succeed that old bank 
without Mr. Beutel and without Bankers Discount? 

What I can’t understand is this: As I understand it, Hodge’s office 
wanted a million dollars more from you, yet ultimately Green, with a 
different group, got the bank for $600,000. Why were you against the 
idea of reorganizing the bank on terms of that type! 

Mr. Broom. We wanted to reorganize the bank. Asa matter of fact, 


the stockholders wanted to come up with more money and the business- 
men in the na had pledged $300,000 to come up with more 


money to reorganize the bank. As a matter of fact, Mr. Green came 
to my home on a Sunday and asked my cooperation in getting the 
businessmen to back him, and I told him that the only way I would 
go into the picture with him was for the old stockholders to partici- 
pate, and he said he doesn’t want to have anything to do with the old 
stockholders. 
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So I said, “You better look up Mr. John Mascarella, the president 
of the chamber of commerce, because I wouldn’t enter into any picture 
that would not protect the old stockholders.” 

Mr. Watace. He didn’t want to have anything to do with the old 
stockholders ? 

Mr. Broom. That is right. 

Mr. Wauiace. Did Governor Green participate in any meetings be- 
tween your group and Hodge and the FDIC? 

Mr. Broom. No, sir. 

Mr. Wautace. Was he ever present at any of these meetings? 

Mr. Broom. No, sir; the only meeting that he was present at was 
the public meeting between the businessmen of the neighborhood which 
I oe and various groups out in the community, but never in the 
office of 

Mr. Wauiace. Who told you Governor Green would organize a new 
bank to take over the old bank’s assets and assume the deposits? 

Mr. Bioom. Well, I would have to go into detail and tell you what 
happened on May 7,then. At the time we agreed to sign over the bank 
to the FDIC we didn’t know Governor Green 

Mr. Wattace. I believe you testified in an earlier session that Mr. 
Hodge told you that the Green group was going to organize this bank 
and take over ¢ , 

Mr. Bioom. No, I believe you are confused, Mr. Wallace. 

Mr. Wautace. I will check the transcript later. 

Mr. Bioom. All right. 

Mr. Wattace. At the time the new bank was being organized, did 
Orville Hodge say anything to you about his own interest in it ? 

Mr. Broom. No, sir. 

Mr. Wattace. The new bank, the bank headed by Governor Green, 
took over the deposit liabilities of the old bank which was your bank ! 

Mr. Broom. That is right. 

Mr. Watuace. They took over all the cash and cash equivalent as- 
sets, and then the difference between your cash and cash equivalent 
assets and deposit liabilities was made up for by cash from the Federal 
Deposit Insurance Corporation in return for which the FDIC took all 
the other assets of the bank, is that correct ? 

Mr. Broom. Well, I would like to go into detail on what took place 
on May 7 between the FDIC and myself, and the other directors, as to 
what promises were made and what we had agreed to, and then also 
tell you what happened on May 19—— 

Mr. Waxtace. Are you talking about the physical property and 
these other—well, go ahead. 

Mr. Boom. I am talking about physical property. A meeting was 
called by Orville Hodge for May ye 1953, at the auditor’s office, and 

resent were Mr. Tefft, Mr. Gover, Mr. Russell, Mr. Sorensen, Mr. 
‘leming, Mr. Browning, Mr. Fitzgerald, and Orville Hodge. They 
told us that the only solution for our bank was to either go into re- 
ceivership or by an assumption agreement by the FDIC. They told 
us that if there was a receivership the accounts up to $10,000 would be 
paid in full; the rest of the accounts over and above $10,000 would 
cane to be liquidated, and the people that had more than $10,000 in 


the bank would be hurt because it would take some time before the 
liquidation would be completed. However, if the FDIC took over 





ILLINOIS BANKING SITUATION 611 


the bank through an assumption agreement they would promise us 
that not only would the depositors that had $10,000 or less in the 
bank be taken care of, but each and every depositor would receive the 
money and they would guarantee payment. : 

I hea said, “What about the stockholders?” I said, “You can 
blame the directors but you can’t blame the stockholders. What about 
protecting the stockholders?” I said, “Here we have a bank that we 
organized for $125,000, and in 10 years we built it up to $18 million. 
We have all this goodwill, all this sweat, all this blood, we have a 
working vault, we have assets there; the goodwill is worth at least $1 
million.” And Mr. Tefft said they have a reputation for giving every 
dollar passed through liquidation, and I said we would consider the 
plan provided we would get sufficient for the assets of the bank, and 
Mr. Tefft said, “What do you think the bank is worth?” I said, “A 
minimum of $250,000,” and I said that I would agree to such an 
assumption of the bank provided I knew we would get $250,000 for 
the physical assets and the goodwill of the bank. 

Mr. Tefft said, “Don’t worry about $250,000. We'll get more than 
that.” 

Mr. Rogers. Are you sure—are you pang him exactly ? 

Mr. Bioom. I’m quoting him verbatim, and I’m under oath. 

Mr. Rocers. Were any of these other gentlemen here present ? 

Mr. Orson. I was. 

Mr. Crusnow. I was. 

Mr. Rocrrs. Will you gentlemen so testify ? 

Mr. Orson. I'll testify. 

Mr. Crusnow. That’s right. 

Mr. Rogers. I would appreciate having your version, 

Mr. Orson. Let me say a few things. Before this May 7 meeting 
we had had several meetings with Hodge, Mr. Russell, Mr. Tefft, and 
another gentleman from the FDIC whose name I don’t recall. Mr. 
Russell had 

Senator SpaRKMAN. Was it Mr. Gover? 

Mr. Ouson. I mentioned Mr. Gover. Mr. Russell had talked several 
times to us directors about the plan of the FDIC that they would 
advance the money needed to pay the depositors 100 cents on the 
dollar and the bank would go forward. They would charge the old 
bank 4 percent interest for the money that they advanced until it was 
liquidated out. 

Well, during this session 

Mr. Roerrs. This is May 7; right? 

Mr. Orson. No; these are meetings before. 

Mr. Rogers. Excuse me. : 

Mr. Orson. We had discussed—I believe there was Mr.—an attorney 
there—Mr. Rubin—had mentioned during one of these meetings—he 
was an attorney for the bank—that he had a currency exchange 
client—that’s correct ; isn’t it ? 

Mr. Waxman. Yes. 

_ Mr. Oxson. That would pay $200,000 for the vaults, leasehold, 
improvements, and the equipment present in the bank. And Mr. Tefft 


spoke up. He says, “We'll get you more than $250,000 for the 
equipment.” 
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And I particularly asked Mr. Tefft : “Will we get $250,000 at least?” 

He says, “We'll get more than that.” Now, that’s as true as I’m 
sitting here. 

Mr. Rogers. Now, what date was that now? 

Mr. Ouson. May 7. 

Mr. Rogers. That was May 7 he said that? 

Mr. Orson. Wait a minute now. It may have been during some of 
those meetings, but it led up to my decision on May 7. 

Mr. Rogers. Mr. Crusnow, I believe—— 

Mr. Otson. Do you want me to finish some more ? 

Mr. Crusnow. I can’t 

Mr. Rocers. That’s the main point we want right there. 

Mr. Orson. We had discussed—the big item for the directors to 
look out for was the money that we would get for the leasehold, vaults, 
and equipment, because I felt, although I was only a director for a 
few months, that if we did get $250,000 for the leasehold and equip- 
ment we would have some chance of recovering for the stockholders. 
And that was one of the reasons that influenced me to sign an agree- 
ment on the 7th of May along about 9 o’clock at night in Hodge’s 
office to agree to turn it over to the FDIC. If I hadn’t had that, I 
think I would have held out as Mr. Bloom did, till the last minute. 
We had quite a tussle over it. I'll let him tell that further. 

Mr. Rogers. You were present at this meeting, Mr. Crusnow, on 
May 7? 

Mr. Crusnow. What’s that? 

Mr. Rocers. Were you present at the meeting on May 7? 

Mr. Crusnow. That’s right, I was there. 

Senator Sparkman. And the meetings that preceded it? 

Mr. Rocers. And the meetings that preceded it? 

Mr. Crusnow. Oh, yes. I was at every one of them. But I can’t 
testify any different than Al Olson because I heard Tefft say that, 
“We'll get more than $250,000 for you.” 

Senator Sparkman. May I ask at this point what the equipment 
consisted of principally ? 

Mr. Crusnow. Bookkeeping machines, adding machines, cash reg- 
isters, savings machines, the vault—safe deposit vault which was prac- 
tically all rented, and the boxes that were rented, and the vault of the 
bank that we carry our cash and records in, desks, chairs of all types, 
and the leasehold. 

Senator Sparkman. The leasehold interest in the building? 

Mr. Crusnow. That’s right. 

Senator Sparkman. The space? 

Mr. Buoom. Mr. Senator 

Senator Sparkman. What did this equipment cost originally ? 

_ Crusnow. That I couldn’t tell you because I was not with the 
bank. 

Senator Sparkman. There must have been a statement somewhere 
in the bank’s files. 

Mr. Broom. Mr. Senator, this equipment was bought from time to 
time, but you must take in consideration there are newsstands here in 
Chicago that are worth $25 up on Clark and Madison Street— 
$25 is all they’re worth—but when they sell the newsstand they sell 
it for $25,000, because that’s the intrinsic value of the corner, the 
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business, and the goodwill. We worked on this bank since 1946 until 
up to—till 1953—and 

Senator SparKMAN. I certainly would agree with you so far as the 
site is concerned, and it seems to me that would enter into the value 
to be attached to the leasehold interest. But it doesn’t seem to me 
that a desk or a machine of some kind would be worth any more 
there than it would somewhere else. I was just curious to know what 
the original cost of the equipment was. Let’s leave off the leasehold 
interest for the time being. 

Mr. Broom. Well, there’s a vault there fully equipped with boxes. 

Mr. Waxman. I have figures here from the statement of condi- 
tion of the First State Bank of Elmwood Park March 31, 1953. 
Furniture and fixtures were carried on the books after depreciation 
at’ fifty-four-thousand-some-odd dollars. The leasehold improve- 
ments were carried on the books after depreciation at sixty-four-thou- 
sand-some-odd dollars. The Elmwood Park Safe Deposit Co., which 
was worth and probably cost about $100,000, was carried on the books 
at $1. That included vaults and the valuable leasehold. 

Now, the leasehold is an important thing in itself. It carried rent 
I believe of about $500 a month—$500 a month. It went for a long 
period of time. The rent from the store adjoining the bank before 
the bank took it over was over $600 a month. So the bank was 
getting its own quarters for nothing. That’s what made the leasehold 
by itself important. 

‘Senator Sparkman. You would not carry the vault for more than 
its original cost, would you, which was $100,000 ? 

Mr. Waxman. So you deduct the depreciation on that. 

Senator SparkMaAN. Even without deducting the depreciation it 
would be $100,000. I’m just trying to arrive at some conclusion as 
to how this figure of more than $250,000 would be arrived at. 

Mr. Cuartes Liepman. Mr. Senator, I think I can clarify this. 
When the bank was started, it was a sleepy little community on a sleepy 
street, and it was a sleepy little bank. And then for reasons which 
people don’t quite understand, all of a sudden the community mush- 
roomed. 

When the bank started, it took a long-term lease on the building, 
which had a ground floor and upper floors and an adjacent build- 
ing. And it got a very low rent on that building for a long term. 

As the community mushroomed, the value, the rental value, of the 
property on that street increased, and the value of the leasehold in- 
terest, which was subject to a very small rent, became enormous, and 
there was a great deal of interest in that leasehold at $200,000 and 
better. We have evidence here of an offer-——— 

Senator SparkMaNn. How many years did it have to continue? 

Mr. Orson. I think 49 years. 

Mr. Cuarves Lizpman,. Forty years additional. 

Senator SparkMAN. It was a 40-year lease originally ? 

Mr. Cuartes LizpMan. Originally 49. 

Senator SparkMAN. How many years had expired ? 

Mr. Otson. Nine. 

Senator Sparkman. In other words, it had 40 years to run? 

Mr. Cuartes Lirsman. That’s right, in a neighborhood which is 
still mushrooming. 
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Mr. Wa.tace. I just want to ask one question about Mr. Tefft’s 
statement that you would get at least $250,000. Did he say that 
you would get it or that he would try to get it? 

Mr. Otson. In the words that could understand, when we said 
we had a $200,000 offer here and Mr. Bloom insisted we should get 
at least $250,000, Mr. Tefft spoke up. He says, “We'll get you 
more than $250,000.” Now, that’s the words. It’s very clear in my 
mind. 

Senator Sparkman. What did it bring in the final settlement? 

Mr. Otson. Well, I don’t know definitely, but I have heard around 
$110 000. 

Mr. Crusnow. $112,500. 

Senator SparKMAN. That was everything? 

Mr. Crusnow. Everything. 

Senator Sparkman. Including the leasehold interest ? 

Mr. Crusnow. That’s right. 

Mr. Otson. And that was paid by the new bank. 

Mr. Rocers. Did Mr. Tefft ever subsequently repeat this statement? 
I’m thinking particularly of the last night when you finally signed 
the contract with the FDIC. 

Mr. Otson. You mean on the 7th? 

Mr. Broom. May 19. 

Mr. Rogers. May 19; yes.. 

Mr. Broom. On May 19 there was a public hearing out at Sayre 
Park that I attended. Then I had to leave for a directors’ meeting 
at Orville Hodge’s office downtown in the evening. We had already 
agreed at that time to the assumption of the bank by the FDIC, and 
by that time we knew that Green’s group would take over. The 
businessmen out at our place were so anxious to get the bank opened 
that they worked with Mr. Green. Later on most of them pulled 
their money out and refused to go along with him because the 
promise was made by Mr. Green that the management would remain 
in the community, and when they saw the management was not going 
to be in the community they would pull out, and they did pull out. 

That brings me up to the night of May 19. 

Mr. Rogers. This is the night you were there to sign the contract? 

Mr. Broom. To sign the contract that was agreed upon on May 7. 

I told the officers of the FDIC that as a lawyer I could not take 
any oral commitments for $250,000 and I would like to have some- 
thing in writing that we are going to get $250,000 for the bank. I 
was told by either Mr. Tefft or somebody else that was there that the 
Government could not give you any commitment in writing, that they 
had to—they had a board of directors in Washington and they have 
to pass upon anything before they can give you commitment in 


writing. 5 

I said therefore I would not sign. 

We argued for about an hour or two. They were trying to persuade 
me to sign. I said I would not sign unless I had a guaranty of 
$250,000, and I said, “If you don’t want to give me the guaranty, let 
Mr. Green and his group give us a guaranty.” 

So Orville Hodge walked into another office. Incidentally, every 
time I wanted to do something Orville Hodge said, “I’ll have to ask 
Mr. Green,” and he himself would walk into another office, call up 
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Mr. Green, wouldn’t let me talk to Mr. Green, and then he came back 
and gave us the report. 

Mr. Rocers. He couldn’t agree for Mr. Green to pay $250,000? 

Mr. Broom. That’s right. I’m agreeing with you. I’m trying to 
show you how closely they worked, because Mr. Hodge was working 
for himself because he was going to wind up with the bank. 

Senator SparKMAN. Were those proceedings on the night of May 
19 recorded ¢ 

Mr. Broom. That’s another thing I was surprised. There was no 
court reporter at any time there taking the testimony for the FDIC. 
|: verything was done like you sell a little shoe store on the corner of 
Halsted and Madison Street. Nothing wasdone. You're dealing with 
millions, and nothing is taken down in writing. And we didn’t have 
any money to hire a court reporter, and the FDIC didn’t have anybody 
taking down any testimony. 

Mr. Rogers. Do you want to proceed? Tell us anything 

Mr. Broom. Neither did the auditor take anything down in writing. 

Now, at this particular hearing I held out. I threatened to take a 
a walk. It was about 10 o’clock at night, and I threatened to take a 
walk out of the meeting. I said I wouldn’t sign the assumption agree- 
ment until I knew we were going to get the $250,000. 

As I walked out, Mr. Browning blocked the door—Roy Browning— 
and he says to me, “Wait a minute. Don’t be hasty. You’re not 
leaving until we conclude this tonight.” 

[ said, “Nobody is going to stop me.” 

Then Mr. Sorensen came over, and he called me. He said, “Come 
into a private office. I want. to talk to you.” 

Mr. Sorensen and I sat down. He said, “Look.” He said, “Do 
you know what is going to happen?” He said, “If this thing doesn’t 
go through,” he says, “you’re going to ruin a lot of your friends out 
in the Elmwood Park territory. lot of companies are going to go 
busted, particularly some of the loan companies that have close to 
$200,000 in the bank.” And he gave me a picture of what would 
happen. And he brought back to mind what happened in the 1930’s 
by—he said it would go into State receivership, and he said, “You 
know what happened in 1930 when we had State receiverships where 
the stockholders and the depositors got next to nothing.” 

So I relented, and I said, “Well, let some of the new directors of 
the new bank come over and tell me orally that they will give me 
$250,000 for the bank.” 

Mr. Mascarello—no, no, not Mr. Mascarello, but Mr. Pete Giachini 
and Mr. Ralph Oliver came over, and they said, “We can’t make you 
any promise that we'll get you $250,000, but we’ll try to get you 
$250,000.” 

Mr. Rogers. Were they speaking for the new bank ? 

Mr. Broom. Yes. And again I refused to sign. I threatened to 
walk out. And Mr. Hodge said, “Wait a minute, Bloom. I want to 
show you something.” 

And he pulled out a document, and he said, “Read this. You've 
been in receivership since 7 o’clock this evening, and if you don’t 
sign I’m going to throw this bank into receivership.” 

And I read the document. It was properly signed and witnessed, 
putting the bank in receivership. And Sidinee t of the thousands 
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of businessmen and the individuals that had their money in the bank 
out there that would lose out, and I sacrificed the rights of the stock- 
holders and signed the assumption agreement. 

Mr. Rocers. So, therefore, another statement was not made on that 
night about the $250,000 ? 

Mr. Bioom. No commitment was made as to the $250,000. 

Mr. Rogers. What was the agreement you signed as to fixing the 
value? 

Mr. Broom. Mr. Giachini said he would leave it up to the FDIC 
as to how much we were going to get. 

Another thing was this: We were told—— 

Mr. Rocrers. Wait a minute. What was the agreement you signed 
that night to fix the value of the physical assets ? 

Mr. Broom. There was nothing signed because there was nothing 
prepared. It was prepared 5 days later. And the minutes were 
prepared 5 days later from memory, and the minutes are not correct. 
That is, the minutes of the FDIC are not correct—for this reason: 

We were told that the only charge made to us would be 4 percent 
of any money that the FDIC would lay out. But instead of charging 
us 4 percent of the money the FDIC laid out, they gave us a bill that 
would knock your—it would surprise you. 

Mr. Rocers. We have got to cover a lot of ground. Could you 
just answer what agreement was finally reached about appointing the 
appraisers and setting the values? Did you agree to that? 

Mr. Bioom. There was no agreement. 

Mr. Otson. No agreement. 

Mr. Broom. And until—Rubin handled details, prepared the pa- 
pers. We came in 5 days later and we signed a sheaf of papers at 
the behest of our attorney, and they—it turned out they weren’t 
exactly what we were promised. 

Mr. Rogers. Whose fault was that? 

Mr. Broom. Well, that was the fault of the FDIC. Do you want 
to know whose fault it was? 

Mr. Rogers. Yes. 

Mr. Broom. Mr. Russell knew he was going to be president of the 
First State—the Bank of Elmwood Park—and he drew this agree- 
ment, and he drew it favorably to the Bank of Elmwood Park. 

Mr. Rogers. You didn’t have to sign it, did you? 

Mr. Broom. No, I didn’t have to sign it. 

Mr. Wattace. Can we move on to the forms and phases of the 
liquidation proceedings? I'd like to ask Mr. Olson to describe what 
happened. Let me first say what the situation is now. The new 
bank headed by Governor Green is assuming all the deposits, $17 
million in the deposit liabilities of the old bank, and they’re also taking 
all of the cash and cash equivalent such as Government bonds, and the 
FDIC is taking all the rest of the assets such as mortgages and other 
paper. In return for which they are giving the Green group solid 
cash to make up the amount to the $17 million in deposits. 

The FDIC would then take these other assets and liquidate them, 
and with the proceeds of this liquidation, after expenses, pay that 
back to the stockholders of the old bank. Is that correct? 

Mr. Waxman. That’s the theory. ‘ 

Mr. Wautace. That’s the general theory ? 

Mr. Waxman. Right. 
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Mr. Wauuace. We have discussed the disposition of the physical 
assets, the building and the vaults and so forth, which is what we 
have been discussing, and now I’d like to move on to the disposition 
of the mortgages. I’d like Mr. Olson to tell us what happened with 
respect to the disposition of the mortgages. 

Mr. Otson. Any mortgages turned over, signed over to the FDIC— 
we had around $1.2 million in good mortgages. 

Mr. Watuace. How much? 

Mr. Otson. $1.2 million. 

Mr. Broom. Prime mortgages. 

Mr. Ouson. Prime mortgages. 

Mr. Watxace. These are new mortgages? 

Mr. Otson. No, they’re seasoned mortgages. 

Mr. Watxace. Seasoned mortgages? Which means payments have 
been made ? 

Mr. Otson. From time to time. 

Mr. Wautuace. All right. Go ahead. 

Mr. Otson. Those loans were paid down so they really had a pre- 
mium value on almost all of the mortgages. 

Well, I occasionally would come out to see Mr. John Slocum, who 
was the liquidator for the FDIC, who had rented a store across the 
street from the bank, and kept constantly—talked to Mr. Slocum: 
“When are we going to dispose of our furniture, fixtures, and our 
lease-hold improvements? And why aren’t we getting rent for the 
premises? The bank is in there functioning. We're paying the 
FDIC 4 percent interest for the money advanced. The bank is in 
there free rent.” 

Mr. Wautuace. I’m not concerned—— 

Mr. Ouson. Well, that’s part of it. So I said to Slocum: “What are 
you doing about the mortgages?” 

“Well,” he says, “I’ve been trying to sell them, and that. And I 
haven’t been able to sell them because we’d like to dispose of them 
ina large group.” And he said, “I haven’t been successful yet,” and 
so forth, 

So I said, “Do you mind if I contact some banks? If you'll give 
me a list, I'll contact some banks with the idea of selling these mort- 
gages at 100 cents on the dollar to the banks that I have in mind.” 

Mr. Wau.ace. You told this to Mr. Slocum ? 

Mr. Otson. Yes. 

Mr. Wauuace. Mr. Slocum was the liquidator for the FDIC? 

Mr. Ouson. Yes. In the meantime—— 

Mr. Wauxtace. When was this? 

Mr. Otson. That was I imagine August. 

Mr. Wauiace. August 1953? 

Mr. Oxson. Yeah. In the meantime I thought—well, I had met 
John Russell, and I thought if I was going to go out and attempt to 
sell these mortgages I should contact John Russell of the Elmwood 
Bank. And I made this statement to John Russell: That in a new 
bank it’s hard to build a portfolio with $1.2 million worth of mort- 
gages. It takes time to do that. And I thought that his bank should 
take these mortgages off of the FDIC. 

He said, “I’m not going to take any hotel mortgages.” There were 
three hotel mortgages in this group that had been criticized by the 
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State department as being undesirable, although every one of them 
paid right on the dot. There was never a default on any of them. 

I said to him, “John, you don’t have to take those mortgages. Take 
the other mortgages. They’re all sound.” 

And I left it up to him. Nothing was done for oon a few 
weeks, and I talked to Slocum again. I said, “Well, 1 think Pll con- 
tact the banks.” 

So the first bank I contacted was the Belmont National Bank and 
talked to Mr. Carlino and Mr. Krausby, and they looked over the list 
and examined them and so forth, and they told me—picked out over 
a half a million dollars worth of these mortgages that they would take. 

Mr. Wauuace. Is that at par? A hundred cents on the dollar? 

Mr. Otson. Par. J’m not interested in anything else but a hundred 
percent, because they were seasoned mortgages. 

Then I went to the West Irving Bank and talked to Mr. Chambers 
and I believe Mr. Short, and, of course, their bank was only interested 
in the mortgages that were right around in their territory. And I 
forget how much they selected. That gave me a good start. 

Then I went to Mr. Mason Loundy, who was president of the Devon 
bank, and gave him a list of what was left. He said, “I’m going to 
have to have time to check into this.” And, of course, that bank 
needed loans and needed them badly. 

Well, Mr. Loundy took the list, and I saw him again, and he said, 
“We're going to take some of these mortgages.” I said, “You’d better 
call Mr. Slocum,” and I gave him his telephone number at this new 
store and asked him to call Mr. Slocum and advise him. I said, “I’m 
on the way out.” 

So I got in my car and drove out and went into Mr. Slocum’s office 
and told him that he would hear from Mr. Mason Loundy on the bal- 
ance of the loans. He said, “I’ve already heard from him.” He said, 
“Tt’s too late, because the mortgages have been sold.” 

I said, “Who sold the mortgages?” 

He said, “They weresold by Washington.” 

I says, “Who bought them ?” 

He said, “The new bank.” 

“What did they pay ?” 

He said, “I don’t know. I haven’t heard yet.” 

And that’s where it ended, right there. 

Mr. Watuace. When did you first talk to Mr. Slocum about the 
mortgages? In August? 

Mr. Orson. I believe it was in August. 

Mr. Watiace. Do you remember the date? 

Mr. Orson. No; I didn’t keep the dates. 

Mr. Watiace. How many days after you talked to Mr. Slocum and 
said you were going to try to get these mortgages sold at par—how 
many days later was it that he announced they’d already been sold? 

Mr. Orson. The day I came out—I came out to see him. They were 
sold an hour before I got to see Slocum. That very day. 

Mr. Wattace. You told Slocum that you were interested, that you 
thought you could sell these mortgages at par. How much time 
eee between that time and the time you found out they had been 
sold ¢ 

Mr. Orson. Oh, I’d say probably about 9 or 10 days. 

Mr. Watxace. Ten days? 
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Mr. Orson. Because I called John Russell, and I waited a week 
thinking probably that something would come out of my talk with 
John Russell. And then when I got back out again, from the time I 
found out that the new bank hadn’t taken them, then I started after 
the other banks. 

Mr. W4uxace. Let me see now if I can summarize this situation 
on the mortgages, as you have testified. You state that in August 
of 1953 you went to Mr. Slocum, who is the liquidator for the Federal 
Deposit Insurance Corporation, with respect to the liquidation of 
$1.2 million worth of mortgages which were in the portfolio of the 
old bank and which the FDIC was liquidating. 

Mr. Otson. Yes. 

Mr. Wauace. The proceeds of the liquidation were to go to the 
stockholders of the old bank. 

The FDIC has testified that they contacted some 14 investment 
bankers and that the best offer they got was something like 96 cents 
on the dollar, and they found they could sell these mortgages to the 
new bank, of which Mr. Russell was president and Mr. Green was 
chairman of the board, that they could sell them to this bank for 
98 so they sold them. That’s what they have testified to us. 

Mr. Oxson. I had already apprised Mr. Slocum about the Bel- 
mont’s wish of over a half a million. That was before that final 
date. 

Mr. Watxace. Just a minute. I want to go back to you. You 
have testified, however, that you told Mr. Slocum that you thought 
you could get a hundred cents on the dollar. 

Mr. Otson. That’s right. 

Mr. Watxaceg. “Let me try.” And he said, “Fine. Try.” 

Mr. Otson. Right. 

Mr. Watxiace. You went to the Belmont Bank and part were 
taken there. You went to the West Irving Bank and part were taken 
there. You went to the Devon-North Town Bank and ultimately 
they would take the rest of them other than the three hotel mortgages. 

Mr. Orson. That’s right. 

Mr. Watuace. Then you went back to Mr. Slocum and found out 
that they’d already been sold for $98—— 

Mr. Orson. Well, I—— 

Mr. Wauuace. To the new bank. 

Mr. Orson. I didn’t know at that time it was 98 but it developed 
later it was 98. 

Mr. Wauuace. At any rate, you found out they had been sold. 
Have all the assets of that—— 

Senator Sparkman. Let me ask a question there. Did the 98, or 
whatever the figure was, apply to all of the mortgages across the 
board? 

Mr. Watuace. Except the three hotel mortgages; wasn’t it? 

Mr. Orson. There were three hotel mortgages that had been criti- 
cized because—— 

Senator Sparkman. That totaled how much? 

Mr. Orson. I would say probably around—let’s see. Probably 
around $75,000. 

Senator SparkMAN. In other words, 98 cents on the dollar applied 
then to about a million dollars? 

Mr. Orson. $1.2 million. 
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Senator SparKMAN. $1.2 million? 

Mr. Waxman. Senator, these—— 

Senator SparkMAN. Just one minute. I want to bring up this point, 
Your negotiations would have been a hundred cents on a half a mil- 
lion dollars. "What would have happened to the other 

Mr. Oxson. No; I had them all sold. 

Senator Sparkman. I thought you said a half million. 

Mr. Orson. Half a million for one bank. 

Senator SparKMAN. Oh, I see. 

Mr. Orson. That was all the mortgages except the three hotels. 

Mr. Waxtace. Let me ask this question: Have all of the assets of 
the old bank been liquidated today ? 

Mr. Waxman. Well, I 

Mr. Wauiace. When was the last item liquidated ? 

Mr. Waxman. The only information we have on that is a statement 
supplied by the FDIC dated June 30, 1956, accompanied by a letter 
of September 27,1956. May I read it? 

Mr. Wattace. Just tell me if all the assets have been liquidated by 
thistime. Have they? 

Mr. Waxman. About all the liquidatable assets have been liqui- 
dated. They have just about reached the bottom of the barrel. 

Mr. Wauxace. They finally finished their job of liquidating on June 
30, 1956? 

Mr. Waxman. Practically speaking, they’re just about through. 
That is the tone of the letter we get 

Mr. Wauace. The point I’m driving at, Mr. Waxman, is this: This 
is almost 3 years after these mortgages were sold that they were still 
liquidating, and yet when Mr. Olson talks to Mr. Slocum to “give 
me a few days to see if I can sell these mortgages at a hundred cents 
on the dollar,” within 10 days they were all sold, whereas it took nearly 
3 years to sell all the rest of the assets. Is that correct? 

Mr. Waxman. That’s absolutely correct, and they’re still trying to 
liquidate some of these assets, but my opinion is they’re going to get 
nothing out of this stuff. They’re spending a lot of time liquidating 
here. 

Mr. Wattace. This point is puzzling to me in this regard : When we 
brought this up with the FDIC in our Washington hearings, as you 
may know 

Mr. Waxman. Yes. 

Mr. Watuace. I confronted the FDIC with this story of Mr. Olson’s 
which he has now told under oath; they simply said, “well, they were 
in a hurry because it was expensive to carry liquidators. Yet, on the 
other hand, these other liquidations were strung out for a period of 3 
years. Why is it that they were in such a hurry to sell these mort- 
gages for 98 that they waited only a few days? 

Mr. Waxman. They weren’t in a hurry to sell the mortgages, in my 
cyeniem They were in a hurry to do a favor for the Elmwood Park 

ank. 

Mr. Cuar.es Lireman. Mr. Russell—— 

Mr. Waxman. That was the reason for that sale, and that fast sale. 

Mr. Watiace. Did Mr. Slocum say it had been sold by Washington?! 

Mr. Orson. He said Washington had advised him an hour ago that 
the mortgages had been sold. 
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Mr. Wautace. It was too late to get a hundred cents on the dollar? 
You had to take 98 cents on the dollar? 

Mr. Orson. That’s right. 

Mr. Cuar.es Lazpman. If I may break in here, I would like to call 
attention to something which apparently has not received any con- 
sideration from the committee or the banking fraternity, because it’s 
been kept largely secret. The forms of contract which the FDIC uses 
have, so far as I know, never been published. When the negotiations 
are carried on under high pressure, the banks which are taken over are 
told that the assets will be liquidated in the most economical possible 
manner and any over-plus will be paid to the stockholders. 

This is also contained in the reports which are given to Congress by 
the FDIC. 

But when the FDIC presents its draft form of agreements to the 
banks to be signed, they contain all kinds of jokers. 

For example, on page 220 of the transcript of the hearings of 
September 21 and 25—— 

Mr. Watxace. That is the printed version of the hearings? 

Mr. Cuartes Lizpman. Printed version of the hearings. There 
appears part of the agreement which was executed by the First State 
Bank of Elmwood Park and signed by Mr. Crusnow and Mr. Wilson. 
Now, this was never submitted to the directors. The directors, I don’t 
think, to this day have any knowledge of what it contains. And I 
want to call a attention to certain language in this agreement. 

Paragraph 12 says: 

The right of selling bank— 


the First State Bank of Elmwood Park— 


under section 11 of this agreement to an additional purchase price for the 
property sold is conditional and is limited to the right to receive such further 
sum, if any, which may become due it, determined as hereinbefore provided; 
this agreement does not give and shall not be construed to give selling bank any 
right in or to any of the property sold which may remain after the Corporation 
shall have been fully reimbursed and none of such remaining property shall 
revert to or revest in kind in selling bank. Selling bank shall have no right to 
interfere by legal process or otherwise with the absolute ownership by the 
Corporation of the property sold or any rights incident to such ownership, in- 
cluding, without being limited to, the right of the Corporation in its absolute 
and uncontrolled discretion to liquidate, collect, exchange, sell, or dispose of the 
property——— 

Mr. Watxace. Would you insert that in the record, Mr. Liebman? 
I can’t understand it. It’s a legal document, and I—— 

Mr. Cartes Lizsman. The point is they have another clause in 
there. I think you’ll understand these words which appear: 


The Corporation shall not be held in any court or otherwise to account for any 
act taken by it with respect to any or all of the property sold by selling bank 
to the Corporation. 

That is what they exact from a bank in distress. 

They also have a provision that the—well, I think that’s enough 
to—— 

Mr. Watxace. You can put anything in the record you want to. I 
would like to move—— 

Senator Sparkman. In other words, you contend that the Corpora- 
tion ought to be held to strict accountability ? 

Mr. Cuartes Liesman. I think that they are trustees and they 
shouldn’t be—and they should be criticized for attempting to limit 
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their liability as trustees. They tell Congress that they’re acting as 
trustees. They tell us that they’re acting as trustees. But. after they 
have exacted the agreement from the bank in distress they hand them 
a paper which says, “You can’t even go to court to get an accounting 
from us, and if you do we’re going to charge you with our attorney’s 
fees.” This is contained in here, too. 

Mr. Waxman. Mr. Senator 

Senator Sparkman. Wait a minute. I don’t care about going into 
that, but isn’t an agreement to refrain from going to court to enforce a 
right void ? 

Mr. Cuar.es LigsMan. We are so going to contend, Senator. 

Senator SparkMAN. Are you a lawyer? 

Mr. Cuaries Lirpman. Yes, sir. 

Senator SparkMan. Isn’t that a good principle of law ? 

Mr. Cuarues Lizpman. I think so. 

Senator SparkMAN. That’s what I was taught. 

Mr. Cuartes Liesman. I think so. I think it’s shameful—— 

Senator Sparkman. As against public policy ? 

Mr. Cuartes Lizspman. I think so. I think it’s shameful they 
should insert it here. 

Mr. Bioom. Mr Senator, we were told to either sign or else the 
bank would be put in receivership. We had no other alternative. 

Senator Sparkman. Yes; I think your story has been made amply 
clear. 

Mr. Waxman. Just two more things. There are just two things. I 
have talked to Mr Wallace and the committee before about this offer 
of James Clark to purchase this property on February 16, 1954, for 
$250,000. I have the correspondence here. I'd like permission to put 
that into the record. 

Senator Sparkman. That will be done. 

Mr. Bioom. May I make a closing statement? 

Senator SparKMAN. Wait now. He says he has one more thing. 

Mr. Waxman. This is in connection with the proceedings for re- 
organization of Bankers Discount there and the covenant not to sue 
FDIC which the FDIC secured down there. They secured this cov- 
enant and release from the stockholders, the owners of the stock, 52 
percent of the Elmwood stock. In other words, with our assets—— 
: Senator SparkMAN. Is that not the same matter he was reading 

rom ¢ 

Mr. Cuartes Liesman. No; completely different. 

Senator SpaRKMAN. Do you want to put that in the record ? 

Mr. Waxman. I'd like to put that in the record. 

Senator SparkmaN. That will be done. Is there anything else? 

Mr. Waxman. If you wish, we have here suggestions for the re- 
vision of some of the FDIC laws. 

Senator SPARKMAN. Suggestions for changes? 

Mr, Waxman. Yes. 

Senator Sparkman. We shall be very glad to have that, and if you 
have any other statement bearing upon this that you should like to 
have incorporated in the record you let us have it. 

Mr. Waxman. Thank you, sir. 
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(The documents relating to sale of leasehold and physical assets 
referred to by Mr. Wallace follow :) 


BENEDEK & BENEDEK, 
Chicago, February 13, 1954. 
Mr. Joun 8S. Stocum, 
Federal Deposit Insurance Corporation, Blmwood Park, Ill. 


Dear Mr. Stocum: This is to advise you that the minority stockholders of the 
First State Bank of Elmwood Park held a meeting on February 5, 1954, which 
you were invited to attend. At this meeting John Benedek was elected chairman 
and Oren W. Coler was elected secretary. At this meeting the following mem- 
bers were appointed by the chairman: Seott J. Vitell, James Clark, and Harry 
M. Lavin. All of the aforesaid are stockholders of the First State Bank of 
Elmwood Park. 

On February 12, 1954, the above committee and chairman held another meet- 
ing. This meeting was held at 5940 Grand Avenue, Chicago, Ill. At this meeting 
the committee discussed the means and methods used by the Federal Deposit 
Insuranee Corporation, in procuring and liquidating certain assets belonging to 
the First State Bank of Elmwood Park. The matter of the leasehold to the 
bank premises was also discussed at the above meeting. Mr. James Ciark, one of 
the members of the committee, informed the committee, that a client of his was 
ready, willing and able to offer the sum of $250,000 for the leasehold, physical 
properties and equipment for said assets of the First Bank of Elmwood Park, 
at the time they were required by the Federal Deposit Insurance Corporation. 
Mr. Clark further stated that the offer would be made a firm offer as soon as 
the Federal Deposit Insurance Corporation calls for bids on the leasehold, physi- 
cal properties and equipment. Since we are vitally interested in this matter we 
would like to be informed when the Federal Deposit Insurance Corporation pro- 
poses to make a sale of the assets mentioned. 

The above-mentioned committee has been in touch with Mr. 8. Edward Bloom, 
acting secretary of the First State Bank of Elmwood Park, relative to the status 
of the assets of the bank now under your control. Mr. Bloom has advised this 
committee that he has for the past week expected a current report on the status 
of the assets under the control of the Federal Deposit Insurance Corporation as 
of December 31, 1953, but has not received the same. Since Mr. Oren W. Coler 
is now. secretary of the minority stockholders of the First State Bank of Elm- 
wood Park, the above report should be sent to him at 10 South La Salle Street, 
Chicago 3, Ill. 

Because the Federal Deposit Insurance Corporation failed to send any repre- 
sentative to the meeting of the minority stockholders of the First State Bank 
of Elmwood Park held on February 5, 1954, the above-mentioned committee now 
requests a meeting with you so that all aspects of the liquidation, relating to 
the minority stockholders, can be fully discussed. The committee will appreciate 
this meeting being held shortly and without further delay. 

Very truly yours, 
BeNeDEK & BENEDEK. 


FEDERAL Deposit INSURANCE CORPORATION, 
Elmmvood Park, IU., February 16, 1954. 
Re AP-194—Assets purchased from First State Bank of Elmwood Park, Elm- 
wood Park, Ill. 
Mr. JoHN BENEDEK, 
Chicago, IU. 


Dear Mr. BENEDEK: We have your letter of February 13, 1954, in which you 
advise that a group headed by yourself was designated on February 5, 1954, as 
a committee for the minority stockholders of First State Bank of Elmwood Park 
and that you were designated as chairman of such committee. You make in- 
quiry concerning the status report, as of December 31, 1953, of the liquidation of 
Le a purchased by this Corporation from First State Bank of Elmwood 
ark. 

This office has received this week the above status report and a copy thereof 
has been forwarded this date to Mr. A. J. Crusnow, vice president and cashier 
of the First State Bank of Elmwood Park. We forwarded the previous copy of 
this report to Mr. S. Edward Bloom because of our understanding that he was 





624 ILLINOIS BANKING SITUATION 


acting as secretary of the board of directors of the bank. In view of your advice 
in your above letter, that Mr. Bloom is no longer acting in that capacity, we have 
now furnished the report to Mr. Crusnow, as cashier. Since this would be more 
in keeping with formal corporate procedures, all future like reports will also be 
so forwarded. You may wish to communicate with Mr. Crusnow, therefore, 
concerning the report. 

Although we will be pleased to cooperate with your group in meeting with it 
as suggested in your above letter, we will of course consider any such meet- 
ing as informal and not as representing the banking corporation but merely 
your minority group. We should advise you, however, that at any such meet- 
ing (which we will expect to be held in this office) details of the liquidation 
of assets purchased by this Corporation from First State Bank of Elmwood Park 
will not be discussed beyond the limits of the information already expressly 
set forth in the above status report. As the purchaser of such assets, this 
Corporation occupies the position of their owner and, accordingly, liquidation 
matters affecting the assets lies solely within its discretion. It is not the policy 
of this Corporation, therefore, to consult with the stockholders of the bank with 
reference to the Corporation’s liquidation of assets it has acquired through such 
purchases. 

Finally, we note your comments to the effect that a Mr. James Clark, whom 
you state is a member of your committee, has a client who is interested in pur- 
chasing the “leasehold, physical properties, and equipment” of First State Bank 
of Elmwood Park, and that “the offer” of this party “would become firm as 
soon as Federal Deposit Insurance Corporation calls for bids on the sale” of those 
assets. You are assured that this office will be glad to discuss this matter with 

Mr. Clark at his early convenience, 

Yours very truly, 


JOHN J. Stocum, Liquidator. 


Fresruary 26, 1954. 
Mr. JoHNn J. SLocum, 


Federal Deposit Insurance Corporation, 
Himwood Park, Iil. 


Dear Mr. Stocum: I tried to call you on the telephone today to make an ap- 
pointment to see you before leaving for the East. I am going to be away pos- 
sibly 2 weeks. 

I spoke to the minority bondholders’ committee with reference to having a pur- 
chaser for the leasehold of the First State Bank of Elmwood Park for $250,000 
and they advised me that you wished to discuss the matter with me. 

My client is in a position to make a deposit on an agreement if the Federal 
Deposit Insurance Corporation is interested in disposing of it. 

In the event that you wish to contact me, please call my office as I will 
be in touch with them every day and I can then call you from the Hast and 
make arrangements. 


Very truly yours, 


FEDERAL Deposit INSURANCE CORPORATION, 
Elmwood Park, Iil., March 8, 1954. 
Re AP-194—Assets purchased from First State Bank of Elmwood Park, Elm- 
wood Park, Il. 
Mr. JAMeEs A. CLARK, 
Chicago, TU. 
Dear Mr. CLarK: Reference is made to your letter of February 26, 1954. 
It is noted that you expected to be away from the city approximately 2 weeks. 
Upon your return we will be glad to have you call at our office at 7237144 West 
Grand Avenue, Elmwood Park, to discuss any proposals you wish to make. 
Our office hours are 8: 30 a. m. to 5 p. m., Monday through Friday. 
Very truly yours, 
Joun J. Stocum, Liquidator. 
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Mr. Joun J. SLocum, 
Federal Deposit Insurance Corporation, 
Elmwood Park, Ill. 


Dear Mr. Stocum: In accordance with your suggestion when I was in your 
office last Tuesday, I am submitting an offer in behalf of clients of mine on the 
furniture, equipment, leasehold and all improvements made on said leasehold 
now owned by you which were purchased from the First State Bank of Elmwood 
Park, IL, and the Elmwood Park Safe Deposit Co. of Elmwood Park, Ill. 

I understand there are two leases, one between Louis Casati and Lena Casati, 
his wife, and the Elmwood Park Safe Deposit Co., dated September 7, 1945, and 
lease No. 2 dated September 1, 1951, between George V. Kasman and Ethel A. 
Kasman and the First State Bank of Elmwood Park, Ill. 

The offer I am submitting is $250,000 cash. In order to show good faith my 
clients have given me a check made payable to the Federal Deposit Insurance 
Company in the sum of $5,000, which is enclosed. 

My clients are in need of a location as quickly as possible and as this is suitable, 
they wish possession on or before June 1, 1954. 

In our conversation last Tuesday you stated that upon receipt of the offer you 
would submit it to your superiors in Washington. 

Trusting this will receive a favorable reply, I am, 

Very truly yours, 


FEDERAL DrEposIt INSURANCE CORPORATION, 


Washington, April 7, 1954. 
Mr. JAMES CLARK, 


Care of James Clark Co., Chicago, Ii. 

Dear Mr. CLarK: Your letter of April 1, 1954, addressed to our Mr. John L. 
Slocum, has been referred to this office. 

In your above letter, you state that you are thereby “submitting an offer in 
behalf of clients of mine on the furniture, equipment, leasehold, and all improve- 
ments made on said leasehold now owned by you which were purchased from 
the First State Bank of Elmwood Park, JIL, and the Elmwood Park Safe Deposit 
Co, of Elmwood Park, Il.” and that “The offer I am submitting is $250,000 cash. 
In order to show good faith my clients have given me a check made payable to 
Federal Deposit Insurance Corporation in the sum of $5,000, which is enclosed. 
My clients are in need of a location as quickly as possible and as this is suitable 
they wish possession on or before June 1, 1954.” 

You are advised that if you have purchasers who are ready, able, and willing 
to purchase the interests referred to above by you for the sum of $250,000, and 
you will forward here a contract of the type which you would propose be 
entered into between the Corporation and your clients and further will accom- 
pany such form of contract with an earnest money deposit of 10 percent of the 
above amount, we will be glad to submit the matter to our Board of Directors 
for consideration. No disposition of the matter, of course, may be had without 
prior approval of our Board of Directors. As you have already tendered the 
sum of $5,000, the additional remittance (also in the form of a cashier’s check 
or the equivalent) would amount to $20,000. 

As you are probably aware, there is a tenant now in possession of the property 
mentioned by you. If a transaction of the type you refer to should be con- 
summated, we would have to have sufficient time, of course, to obtain possession 
from the present tenant. 

Yours very truly, 


Enw. C. TErrt, 
Chief, Division of Liquidation. 


Apri. 13, 1954. 
Mr. Epwarp C. Trerrr 


Chief, Division of Liquidation, 
Federal Deposit Insurance Corporation, 
Washington, D. CO. 
Dear Mr. Terrt: We have your letter of April 7, 1954, addressed to Mr. Clark 
in connection with his proposal on the leasehold covering the premises now 


owned by the Federal Deposit Insurance Corporation purchased from the First 
State Bank of Elmwood Park, IIL. 
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Mr. Clark is-presently out of the city and will return to Chicago on or about 
April 24, at which time I am sure he will present your plan to his clients covering 
the subject matter. His departure was unexpected and I hope you will bear with 
him until his return. 

Sincerely yours, 


Secretary to Mr, Clark. 


FEDERAL DEPOSIT INSURANCE CORPORATION, 
Washington 25, April 15, 1954. 
Mr. JAMes A. CLARK, 
Care of James Clark Co., Chicago, Ill, 
(Attention : Miss Elizabeth L. Miller, secretary to Mr. Clark.) 


Dear Miss MiLLer; We have your letter of April 13, 1954, in which you advise, 
in response to our letter of April 7, 1954, that Mr. Clark is out of the city and 
will not return to Chicago until on or about April 24, 1954. 

In view of the subject matter of Mr. Clark’s letter of April 1, 1954, you might 
consider the advisability of apprizing him now of the contents of our above 
letter of April 7, rather than hold the matter up awaiting his return. We 
merely call this to your attention in view of the time limitation which he him- 
self has stated to be an important element in his tentative proposal. 

Yours very truly, 
Epw. C. TErrt, 
Chief, Division of Liquidation. 


APRIL 29, 1954. 
Mr. Epw. C. TEFFrt, 
Chief, Division of Liquidation, 
Federal Deposit Insurance Corporation, 
Washington, D. C. 


(In re First State Bank of Elmwood Park, II1., liquidation.) 


Deak Mr. Terrt: Referring to your letter of April 7, I wish to advise you 
that we have purchasers who are prepared to pay the sum of $250,000 in cash 
for this property. 

If you are prepared to advise me when we can obtain possession, we are pre- 
pared to sign the contract submitted by you and will then deposit a substantial 
portion of the $250,000, not merely the sum of $25,000. 

I cannot urge upon you too strongly the necessity of haste in consummating 
this matter. 

Very truly yours, 


FEDERAL DEPosIT INSURANCE CORPORATION, 
Washington, April 28, 1954. 
Mr. James A. CLARK, 
Care of James Clark Co., 
Chicago, Tu. 

Dear Mr. CiarKk: This will acknowledge your letter of April 26, 1954, advising 
that you have purchasers who are prepared to pay the sum of $250,000 in cash 
for the property under consideration, and that if we are prepared to advise you 
when possession can be obtained, you are prepared to sign a contract submitted 
by us and will then deposit a substantial portion of the $250,000, and not merely 
the sum of $25,000. 

In response to the above, you are advised that you have not conformed with 
the request set forth in our letter of April 7, 1954, with respect to either sub- 
mitting a contract or increasing the earnest money deposit to comply with our 
generally accepted procedure. Accordingly, we are requesting our liquidator. 
Mr. John Slocum, to return the $5,000 cashier’s check which was forwarded with 
your letter of April 1, 1954. 

We should like to further point out that it is contrary to the practice of this 
Corporation, in effecting sale of realty, or leases thereon, to either warrant title 
or guarantee possession. As a practical matter this Corporation could not, in 
any event in this instance, guarantee possession to you as a purchaser at any 
particular time because, as you are aware, the property under consideration is 
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being occupied and used by the Bank of Elmwood Park. Therefore, if you wish 
to effectuate a bid under these conditions, it will be necessary for you to comply 
with the conditions set forth in our letter of April 7, 1954; that is, you should 
submit a contract to purchase such right, title, and interest we have in the lease- 
holds and furniture, fixtures, and equipment, with such contract being supported 
by an earnest money deposit equal to 10 percent of your bid or more. When such 
conditions are met, your proposal will be presented for the consideration of our 
Board of Directors, which has the responsibility of making the final determina- 
tion as to its acceptability. 

You should bear in mind that interest has been expressed in these same 
assets by persons other than those whom you represent. If you feel, therefore, 
that your coming to this office will expedite final disposition of your proposition, 
please feel free to suggest a date for such a conference to be held here. 

Very truly yours, 
Epw. C. Terr, 
Chief, Division of Liquidation. 


FEDERAL DEPOSIT INSURANCE CORPORATION, 
Elmwood Park, Iil., April 29, 1954 
Re AP-194—Assets purchased from First State Bank of Elmwood Park, Elmwood 
Park, Il. 
Mr. James A. CLARK, 
Chicago, Ill. 

Dear Mr. CLARK: In accordance with instructions received from our Washing- 
ton office, we are returning herewith cashier’s check No. 177614, in the amount of 
$5,000, issued by the American National Bank & Trust Company of Chicago. 

Very truly yours, 
JoHN J. Stocum, Liquidator. 


May 5, 1954. 
FEDERAL Deposit INSURANCE CORPORATION, 
Washington, D. C. 
(Attention: Mr. Edward C. Tefft, Chief, Division of Liquidation.) 

Dear Mr. Terrt: I have at hand your letter of April 28, 1954, relative to the 
above matter. 

In reply, I beg to advise the following: 

(a) I have been in the real-estate business in Chicago for a considerable num- 
ber of years and have been accustomed to negotiating transactions for the pur- 
chase and sale of real estate during that time. 

(b) It is customary in our city for sellers of real estate to execute contracts 
under which they will produce for the buyer, either a merchantable abstract of 
title, or a title guaranty policy issued by the Chicago Title & Trust Co.; and 
also existing leases or adequate guarantys against the rights and interests of 
persons in possession. 

(c) It would be impossible to obtain the sale value of any real estate unless 
the foregoing custom is complied with. 

(d) I have made inquiry concerning the nature of the relationship between the 
Bank of Elmwood Park and yourself, and the nature of their tenancy, and have 
been unable to obtain any definitive information. I have been told, among other 
things, that there is no agreement in writing between you and that bank con- 
cerning the duration or terms of their tenancy, or the amount of rent. While I 
do not believe this to be a fact, I am naturally put upon notice, and would require 
adequate assurance of my buyer’s ability to obtain possession and good title. 

My buyers are still prepared to pay $250,000 for this property, provided they 
can make their purchase with the customary assurances in this community. If 
you insist upon proceeding as stated in your letter of April 28, 1954, then I 
construe it to mean that you are deliberately refusing to put this property in 
such a position that it will be possible to get an adequate price for it. 

If you are prepared to tell me that there are some objections to the title 
which you cannot clear and that there are some problems with respect to the 
tenancy which you have either created or allowed to exits, which deny you the 
ability to give my buyers the assurances as above set forth, please let me know 
in detail what these are so that my buyers may consider and assess these prob- 
lems and determine whether they wish to reconsider their interest in the prop- 
erty and if so, to what amount they might want to revise their offer. 
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We are very anxious to consummate a deal here, and I would appreciate 
hearing from you as soon as possible. 
Very truly yours, 


FEDERAL Deposit INSURANCE CORPORATION, 
Washington, May 14, 1954. 
Mr. James A. CLARK, 
Care of James Clark Co., Chicago, Ill. 

Dear Mr. CLarkK: This will acknowledge your letter of May 5, 1954. 

Since we are making little or no progress in arriving at an understanding with 
respect to the matter under consideration, we believe that it would be advisable 
for you to meet with representatives of this Corporation so that the position 
of both sides can be made perfectly clear. 

If you wish to meet with our representatives at our office at 7237% West 
Grand Avenue, Elmwood Park, Ill., some time during the week beginning May 
24, 1954, please advise us accordingly. 

Very truly yours, 
Epw. C. TErrt, 
Chief, Division of Liquidation. 


May 19, 1949, 
Mr. Epw. C. TEFFt, 
Chief, Division of Liquidation, 
Federal Deposit Insurance Corporation, 
Washington, D. C. 

Dear Mr. TEFFT: I wish to thank you for your letter of May 14. 

I will be very happy to meet with your representatives at 10 a. m., Friday, 
May 28, if this is agreeable to you. I expect to be in town the entire week of 
May 24 but am setting up the above date as I thought it might be more con- 
venient for your representatives. 

If this is not satisfactory, please advise me. 

Very truly yours, 


IN THE DISTRICT COURT OF THE UNITED STATES FOR THE 
NORTHERN DISTRICT OF TEXAS, DALLAS DIVISION 


No. 4368 
PROCEEDINGS FOR THE REORGANIZATION OF A CORPORATION 
In the Matter of Bankers Discount Corporation, Debtor 
AMENDED PLAN OF REORGANIZATION OF BANKERS DISCOUNT CORPORATION 


ARTICLE I. GENERAL OUTLINE OF THE PLAN 


The plan of reorganization is made possible because of an offer made to the 
Court by Richard Goodman wherein he will invest new capital in the company, 
transfer property to the company, reactivate its business and supply it with 
competent management which will make the plan of reorganization economically 
feasible. As a part of the over-all plan, Mr. Goodman will transfer to the cor- 
poration stock of Bankers Building Corporation, stock of Devon-North Town 
State Bank of Chicago, Illinois, and stock of the State Bank of Whiting, Indiana, 
which securities will be transferred by the corporation into a Collateral Trust 
to secure the payment of all of the 3-Percent Collateral Notes which will be 
exchanged for certain indebtedness of the Debtor. 

Under the proposed plan the secured creditors will be paid in full for the 
balance due on the principal and regular rate of interest and for costs and at- 
torneys’ fees as allowed by the Court; unsecured creditors other than FDIC, 
senior and junior debenture holders, shall have the right to elect to take either 
50 percent of their claims in cash, or new 3-Percent Collateral Trust Notes. 
New 5-Percent Serial Notes will be exchanged for the present senior debentures 
of the Debtor. New 3-Percent Collateral Trust Notes will be issued in exchange 
for the outstanding junior debentures of the Debtor and in exchange for the 
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indebtedness of other unsecured creditors who elect to take 3-Percent Col- 
jateral Trust Notes; said 3-Percent Collateral Trust. Notes will be secured. 
The claims of FDIC totaling $302,633.04, which arose out of collections made by 
the Debtor on behalf of First State Bank of Elmwood Park but not remitted to 
the rightful owner shall be paid in full in cash. All of the so-called contract 
claims of FDIC shall be satisfied by issuance of a new 5-Percent Serial Note 
payable to FDIC in the principal amount of $35,000.00 ; said issuance of $35,000.00 
in a new 5-Percent Serial Note shall constitute full, complete and final settle- 
ment of all of the contract claims of FDIC. 

There is no equity for the preferred stock, nor for the common stock of the 
Debtor, so the holders of these securities will not participate in the reorganiza- 
tion of the corporation, 

All claims and demands against the Debtor of whatsoever kind and character, 
including but not being limited to the claim of stockholders of the First State 
Bank of Elmwood Park, Elmwood Park, Illinois, shall be extinguished and 
forever discharged by these proceedings. 


ARTICLE II, DEFINITIONS 


The following terms, when used in the plan, shall, unless the context otherwise 
requires, have the following meanings: 

Debtor: Bankers Discount Corporation, a Texas corporation. 

Chapter X: Chapter X of the Act of Congress relating to bankruptcy. 

Reorganization Proceedings: The proceedings for the reorganization of Bank- 
ers Discount Corporation commenced March 31, 1954, under Chapter X and now 
pending in the District Court of the United States for the Northern District of 
Texas, Dallas Division, entitled “In the Matter of Bankers Discount Corpora- 
tion, Debtor, No, 4868, Proceedings for the Reorganization of a Corporation.” 

Court: The District Court of the United States for the Northern District of 
Texas, Dallas Division, acting in the reorganization proceeding, which term also 
applies to the Judge of the Court or the Referee in Bankruptcy at the time 
or in charge of hearing any part of the reorganization proceedings. 

Trustee: Elijah Crippen, appointed Trustee of the Debtor in this reorganiza- 
tion proceeding. 

Plan: This plan of reorganization. 

Senior Debentures: Debentures issued to B. G. Cantor and Company and 
Cantor, Fitzgerald and Company in the principal sum of $100,000.00 each, now 
owned by Richard Goodman. 

Junior Debentures: Debentures issued in Series A, B, C, D, and E in accord- 
ance with a certain indenture now outstanding in the principal sum of 
$1,184,500.00. 

Secured Creditors: All of the claims of Victoria Bank & Trust Company, 
Citizens National Bank of Greenville, Texas, Texas Bank & Trust Company 
and all of the beneficiary banks of the Collateral Trust Agreement with Republic 
National Bank of Dallas, which are filed and to the extent allowed by the Court. 
All of the claims of said banks to the extent allowed by the Court shall be con- 
sidered secured, whether the collateral is sufficient to secure the balance due 
said banks or not. 

FDIC: Federal Deposit Insurance Corporation, a corporation organized under 
the laws of the United States, which purchased the assets of the First State 
Bank of Elmwood Park and is a creditor of the Debtor. 

General Creditors: All unsecured claims which are filed, to the extent allowed 
by the Court, other than claims of senior debenture holders, junior debenture 
holders, and FDIC as to its claim for $302,633.04. 

Old Preferred Stock : 204,000 authorized and issued no par stated value $10.00 
shares of preferred stock. 

Old Common Stock: 655,200 authorized and issued par value $.01 shares of 
common stock. 

Subsidiaries: The twenty-three subsidiary corporations of the Debtor. 

Confirmation of the Plan: The entry of the Court of an order confirming the 
plan in accordance with Chapter X. 

Consummation of the Plan: The making available of the new securities and 
cash for distribution and payment pursuant to the plan and the execution of 
all other provisions and the accomplishment of all other things contained in or 
—e for by this plan and in the orders of this Court in aid of confirmation 
thereof. 


83551—56—pt. 225 
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ARTICLE III, CLASSIFICATION OF CREDITORS AND STOCKHOLDERS OF THE DEBTOR 


Creditors and stockholders of the debtor shall for the purposes of this Plan 
be divided into the following classes: 

1. Secured creditors 

2. Federal Deposit Insurance Corporation 
. General Creditors 
. Holders of senior debentures 

5. Holders of junior debentures 
. Holders of old preferred stock 
. Holders of old common stock 


ARTICLE IV, AUTHORIZED CAPITALIZATION OF THE REORGANIZED CORPORATION 


The Debtor shall be authorized to issue the following securities : 

1. $215,000.00 principal amount of 5-percent Serial Notes to be issued in nine 
notes, one of the denomination of $35,000.00, seven of the denomination of 
$25,000.00 each, and one of the denomination of $5,000.00, to be dated as of the 
ninetieth day following the date of the confirmation of the plan, the $35,000.00 
note shall mature July 1, 1956, and all of the remaining notes shall mature 
serially every four months beginning November 1, 1956, with the final note, the 
$5,000.00 note, being due and payable March 1, 1959. These notes shall bear 
interest from the date thereof at the rate of 5 percent per annum, payable semi- 
annually on January 15 and July 15 of each year, with the first interest payment 
date to be July 15, 1955. The Serial Notes will be a prior and superior lien on 
all the assets of the company except the collateral to be placed in the Collateral 
Trust to secure the 3-percent Collateral Trust Notes described below. The pro- 
visions of the Serial Notes are outlined in more detail in Article XII, Section 1. 

2. $959,900.00 (or $947,600.00—depending upon what the unsecured creditors 
elect) principal amount of 3-percent Collateral Trust Notes to be dated as of the 
ninetieth day following the confirmation of the plan, all to mature on July 15, 
1971, to bear interest at the rate of 3 percent per annum from the date thereof, 
interest being payable semiannually on January 15 and July 15 of each year, 
with the first interest payment date to be July 15, 1955. Such notes will be 
secured by a collateral trust indenture under which there will be deposited and 
pledged with the Trustee shares of Bankers Buliding Corporation common stock, 
shares of Devon-North Town State Bank and shares of the State Bank of 
Whiting, Indiana. The provisions of the Collateral Trust Notes are outlined in 
more detail in Article XII, Section 2. 

3. $5,000,000.00 principal amount 5-percent debentures, to be dated as of the 
ninetieth day following the confirmation of the plan, to mature April 1, 1979, 
to bear interest at the rate of 5 percent per annum, payable semiannually on 
January 15 and July 15 of each year, with the first interest payment date to be 
July 15, 1955, to be a general obligation of the company, to be subordinate to the 
3-percent Collateral Trust Notes insofar as the property of the collateral trust 
is concerned, but to rank on a par with the Collateral Trust Notes as to any 
other assets of the company, to be subordinate to the 5-percent Serial Notes and 
to any specific mortgage or collateral trust obligation which is now outstanding 
or which becomes outstanding, to be subordinate to any other secured or unse- 
cured indebtedness arising out of an instrument in writing and having a maturity 
of one year or less. The detailed provisions of the 5-percent debentures are set 
forth in Article XII, Section 3. 

4. 1,000 shares of common stock, $100.00 par value each. 


ARTICLE V. PROVISIONS ALTERING OR MODIFYING THE RIGHTS OF CREDITORS 
AND STOCKHOLDERS 


Upon consummation of the plan, the rights of creditors and stockholders of 
the Debtor will be altered, affected, or modified as set forth in this Article V. 

1. The balance due on the principal and regular rate of interest to the secured 
creditors in Class 1 (whether collateral of said creditors is sufficient to secure 
them or not) shall be paid in cash at the time of consummation of the plan. 
Said secured creditors and the Republic National Bank as Trustee under a Col- 
lateral Trust Agreement shall further receive in cash their costs, Trustee’s fees 
and attorneys’ fees in an amount allowed by the Court, but said secured creditors 
shall not receive any penalty interest. The amounts to be paid to secured 
creditors under this plan shall not be charged with any costs of Court nor any 
other costs in connection with any proceeding. 
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9 FDIC has alleged that there came into the hands of the Debtor prior to 
the initiation of the reorganization proceeding, or that there came into the hands 
of the Receiver and the Creditors’ Committee subsequent to the initiation of the 
reorganization proceedings, $302,633.04 of funds belonging to FDIC as assignee 
of First State Bank of Elmwood Park, which amount is not the property of the 
Debtor, but belongs to FDIC, and, therefore, is to be dealt with under the Plan 
as a trust fund belonging to FDIC. 

In addition to the fund above referred to, FDIC alleges that the Debtor owes 
it. after offsetting all reserves and amounts on deposit with First State Bank of 
Elmwood Park, the sum of $135,625.76; to the payment of which FDIC claims 
the senior and junior debentures are subordinated. 

A claim has been asserted by the Debtor against the FDIC alleging the 
illegality of the transaction under which FDIC purchased certain of the assets 
of First State Bank of Elmwood Park. 

Représentatives of FDIC and the Trustee have arrived at an acceptable method 
of disposing of all the matters in controversy between FDIC and the Debtor, 
a memorandum of said understanding being hereto attached and marked 
“Exhibit E.” 

The claims of FDIC against the Debtor and the claim of the Debtor against 
FDIC shall be dealt with as follows: 

(a) At the same time that the secured creditors, as defined in Class (1), are 
paid, there shall be paid in cash to FDIC the sum of $302,633.04. 

(b) At the same time that the 5-Percent Serial Notes are delivered to senior 
debenture holders, there shall be delivered to FDIC a 5-Percent Serial Note in 
the amount of $35,000, due two years after date of issuance, and bearing interest 
at the rate of 5 percent per annum. 

(c) The Debtor waives and releases any claim it may have to the reserve held 
by First State Bank of Elmwood Park and to any amount remaining in a deposit 
account of said bank as of April 11, 1953. 

(ad) A memorandum of the understandings and agreement between Federal 
Deposit Insurance Corporation, the Trustee, and Richard Goodman, and provid- 
ing partial consideration for the adjustment of rights and claims between the 
parties as provided in the plan is attached hereto as Exhibit BD and the memo- 
randum shall be incorporated in the plan by this reference thereto. FDIC, the 
Debtor, the reorganized company, and Richard Goodman shall be bound by the 
provisions of the memorandum upon confirmation of the plan. 

3. General creditors shall have the right to elect either 50 percent of their 
claims in cash, or approximately 80 percent of their claims in 3-percent secured 
collateral notes (the word “approximately” is used because the notes will have 
to be issued in round numbers). 


4. Holders of senior debentures shall receive 5-percent Serial Notes in the 
amount of $180,000.00. 

5. Holders of old junior debentures shall receive in exchange thereof 3-Percent 
Collateral Trust Notes in the principal amount of 80 percent of the principal 
amount of the old debentures. Holders of these debentures shall not receive any 
past interest, attorneys’ fees, interest penalties, or any other amount. In other 
words, $947,600.00 in new 3-Percent Collateral Trust Notes shall be exchanged 
for the old junior debentures. 

6. There is no equity for the holders of old preferred stock, and upon con- 
firmation and consummation of the plan all rights and interests of such old 
preferred stockholders shall be terminated. 

7. There is no equity for the holders of the old common stock, and upon con- 
firmation and consummation of the plan all rights and interests of such old 
common stockholders shall be terminated. 

8. Upon acceptance of the offer of Richard Goodman, the reorganized corpora- 
tion shall assign and issue to Richard Goodman, or his nominees, 1,000 shares of 


common stock, $100.00 par value each, of the reorganized company, which shall 
be issued pursuant to the plan. 


ARTICLE VI. PROPERTY TO BE DEALT WITH BY THE PLAN 


All property of the Debtor shall be dealt with by the plan. Upon consummation 
of the plan the reorganized corporation will own all of the assets of the Debtor 


free and clear of all claims of any kind whatsoever except the securities issued 
pursuant to the plan. 
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ARTICLE VII 


All costs and expenses of administration and other allowances which may be 
made by the Court in this proceeding shall be paid in cash by the Trustee ont 
of the assets in his hands of by the reorganized company, as the Court shall 
direct. No amount of money which is to be paid to creditors by virtue of this 
plan shall be charged with any part of the costs of Court or the costs of any 
proceedings. 

ARTICLE VIII 


Upon confirmation of this plan all executory contracts, except the contracts 
with Pacific Finance Company and State Loan Company, shall be rejected. 


ARTICLE IX 


All creditors are affected by and provided for in the plan. 


ARTICLE X 


FDIC filed a plenary suit to establish a trust on funds in the hands of Repub- 
lic National Bank at Dallas. This plenary action is on appeal and is cause 
number 14838 in the United States Court of Appeals for the Fifth Circuit. Upon 
acceptance of this plan by FDIC and upon delivery to FDIC of the money and 
notes as provided in this plan, said plenary action to establish a trust on funds 
in the hands of Republic National Bank at Dallas shall be dismissed. 

There are no other plenary causes of action pending against the Debtor. 


ARTICLE XI. PROVISIONS FOR CLASSES OF CREDITORS WHICH ARE AFFECTED BY AND DO 
NOT ACCEPT THE PLAN BY THE REQUISITE MAJORITY 


In respect of any class of creditors which is affected by and does not accept 
the plan by the two-thirds (34) majority in amount, adequate protection for the 
realization by them of the value of their claim against the property dealt with 
by the plan and affected by such claims shall be provided in the order confirming 
the plan by any one or more of the methods prescribed by Section 210 (7) of said 
Chapter X of the Bankruptcy Act. 


ARTICLE XII. DETAILED PROVISIONS OF THE SECURITIES TO BE ISSUED BY THE 
REORGANIZED CORPORATION 


Secrion 1. 5-Percent Serial Notes. The 5-percent Serial Notes shall be issued 
in the principal amount of $215,000.00, shall be issued in nine notes, seven of the 
denomination of $25,000.00 each, one of the denomination of $35,000.00 and one of 
the denomination of $5,000.00, shall be dated as of the ninetieth day following 
the date of the confirmation of the plan, the $35,000.00 note shall mature July 1, 
1956, and all of the remaining notes shall mature serially with one $25,000.00 
note being due respectively November 1, 1956, March 1, 1957, July 1, 1957, Novem- 
ber 1, 1957, March 1, 1958, July 1, 1958, November 1, 1958, and the final note, the 
$5,000.00 note, being due and payable March 1, 1959. The serial notes shall bear 
interest at the rate of 5 percent per annum from the date thereof, payable semi- 
annually on January 15 and July 15 of each year, with the first interest payment 
date being July 15, 1955. The Serial Notes shall be a prior and superior lien 
on all of the assets of the company except the collateral held by the Trustee of 
the Collateral Trust Notes for the benefit of the Collateral Trust Noteholders. 

The Serial Notes shall be redeemable at the option of the company as a whole 
or from time to time in part by series in the order of their maturity, upon 30 
days’ notice, at a redemption price equal to the principal amount plus accrued 
interest to the date fixed for redemption. 

Sec. 2. 3-Percent Collateral Trust Notes. The 3-percent Collateral Trust Notes 
shall be issued pursuant to and secured by a collateral trust indenture to a 
Trustee which shall be a Dallas bank selected by Richard Goodman, and to be 
a bank or trust company which is a corporation organized and doing business 
under the laws of the United States and under the laws of the State of Texas, 
authorized under such laws to exercise trust powers, and subject to supervision 
or examination by Federal or State authorities. There shall be pledged and 
deposited under the indenture sufficient shares of Bankers Building Corporation 
common stock (at $75.00 a share), shares of Devon-North Town State Bank of 
Chicago, Illinois (at $60.00 a share), and shares of the State Bank of Whiting, 
Indiana (at $135.00 a share), the total value of which shall equal the total out- 
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standing principal amount of 3-Percent Collateral Trust Notes; the number of 
shares of each of the foregoing companies shall be determined when it is known 
what the total outstanding principal amount of 3-Percent Collateral Trust Notes 
will be. The indenture shall provide that marketable securities can be substi- 
tuted at any time by Richard Goodman, or by the reorganized corporation, in 
place of the securities then pledged, so long as the proposed substitute marketa- 
ble securities are acceptable to the Trustee of the indenture. The Collateral 
Trust Notes shall be dated as of the ninetieth day following the date of the con- 
firmation of the plan, shall mature on July 15, 1971, and shall bear interest at the 
rate of 8 percent per annum from the date thereof, payable semianunally on Janu- 
ary 15 and July 15 of each year, the first interest payment date to be July 15, 
Onn. 

, The Collateral Trust Notes shall be redeemable at the option of the corpora- 
tion, as a whole or from time to time in part by lot upon thirty days’ notice at a 
redemption price equal to the principal amount plus accrued interest to the date 
fixed for redemption. 

The dividend income on the stock pledge under the collateral trust shall be 
used first to the extent necessary to secure payment of the interest requirements 
ou the Collateral Trust Notes. Until July 15, 1957, any dividend income on 
such stock in excess of the interest requirements on the Collateral Trust Notes 
shall be released by the Trustee to the company as general funds of the company. 
On and after July 15, 1957, one-half of any remaining balance of dividend in- 
come after the securing of interest on the Collateral Trust Notes shall be placed 
into a sinking fund to retire the Collateral Trust Notes. Whenever the amount 
of any of the money available in the sinking fund is $10,000.00 or more, the com- 
pany may, at its option, use the sinking fund to purchase Collateral Trust Notes 
in the open market by tender to the holders thereof, or by call for redemption. 
The other one-half of any remaining balance of dividend income from the securi- 
ties in the Collateral Trust shall be released by the Trustee to the company for 
deposit in the general funds of the corporation to be available for general corpo- 
rate purposes. 

The indenture shall prohibit the issue of additional Collateral Trust Notes 
under the indenture and shall prohibit the issue of any indebtedness under an 
indenture or otherwise which is on a parity with or senior to the Collateral 
Trust Notes insofar as the specific collateral pledged is concerned. 

Sec, 3. Five-Percent Debentures. The 5-Percent Debentures shall be issued 
pursuant to an indenture to such Trustee as Richard Goodman, or the re- 
organized corporation with the approval of the Court, shall select, provided the 
Trustee shall be a bank or trust company which is a corporation organized and 
doing business under the laws of the United States or any State or the District 
of Columbia, authorized under such laws to exercise trust powers, having a 
combined capital and surplus of at least Five Hundred Thousand Dollars 
($5,000,000.00) subject to supervision or examination by Federal, State, or 
District of Columbia authority. The Debentures shall be dated as of the date of 
issue. The principal amount of $200,000.00 thereof shall mature five years 
from the date thereof, $1,000,000.00 shall mature seven years from the date 
thereof, and the balance shall mature ten years from the date thereof. They 
shall bear interest at the rate of 5 percent per annum, payable semiannually 
on January 15 and July 15 of each year, with the first interest payment date 
being July 15, 1955. They shall be issuable in denominations of $100, $500, 
$1,000, $5,000, $10,000, $25,000, $50,000, and $100,000. They shall be general 
obligations of the company, and except for the collateral trust which secured 
the 3-Percent Collateral Trust Notes, they shall rank on a parity with the 
Collateral Trust Notes. The debentures shall be subordinate to the Collateral 
Trust Notes insofar as the property of the collateral trust is concerned. The 
debentures shall be subordinate to the 5-Percent Serial Notes and to any 
specific mortgage or collateral trust obligation which shall be outstanding at 
the time of their issuance or which shall subsequently become outstanding. 
They shall also be subordinate to any other secured or unsecured indebtedness 
arising out of an instrument in writing and having a maturity of one year or 
less. They shall be redeemable as a whole or from time to time in part by lot, 
at any time upon thirty days’ notice, at the principal amount plus accrued 
interest. 

Sec. 4. Common Stock. 1,000 shares of common stock of a par value of 
$100.00 per share shall be entitled to dividends as and when declared by the 
Board of Directors, be vested with full voting rights with each share being en- 
titled to one vote, but shall not have any preemptive rights. 
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ARTICLE XIII. MEANS FOR EXECUTION OF THE PLAN 


The plan shall be executed as set forth in this Article XIII. 

Section 1. The assets now held in the estate of the Debtor or the Trustee 
with such additions thereto or diminutions thereof prior to the consummation 
of the plan as may result from disposition by the Trustee with approval of the 
Court of nonoperating assets not subject to specific lien, payment of expenses 
of administration of the Debtor, receipt from collection of indebtedness owed to 
the corporation, reservation of cash for the payment of taxes and any other 
preferred claims such as labor, etc., reservation of cash for payment of allow- 
ances in this reorganization proceeding and all claims to be paid in cash here- 
under, and for other purposes approved by the Court, shall be vested in the 
surviving company after payment of creditors as provided in Article V. For 
those unsecured creditors who elect to take 40 percent of their claims in cash, 
the cash shall be set aside in a fund, and any taxes which are due or any 
preferred claims which are due shall be paid out of said funds before any pay- 
ment to said unsecured creditors, and the claims of the unsecured creditors to 
said fund shall be reduced proportionately. 

Those insecured creditors who desire to elect to take 40 percent of their 
claims in cash shall make known their election in writing to the Trustee within 
thirty days after confirmation of the plan, and those unsecured creditors who 
fail to file such election in writing with the Trustee within thirty days after 
confirmation of the plan shall be conclusively elected to take 3-Percent Collateral 
Trust Notes in the principal amount of approximately 80 percent of their claim. 

Sec. 2. Mercantile National Bank of Dallas, Trustee under a certain indenture 
executed by the Debtor to secure the old junior debentures shall execute a can- 
cellation of said trust indenture which shall be delivered to the surviving com- 
pany upon confirmation of this plan, contingent upon the issuance of the securi- 
ties as provided in Section 3 hereof. 

Sec. 3. Provisions for the Issuance of Securities. 

A. The corporation shall issue to FDIC a $35,000 5-Percent Serial Note 
which matures July 1, 1956. 

The corporation shall issue to the holders of the old senior debentures $180,000 
principal amount of 5-Percent Serial Notes. 

B. The corporation shall issue to the holders of the old junior debentures 
an aggregate principal amount of 3-Percent Collateral Trust Notes of $947,600.00. 
The corporation shall issue to the unsecured creditors who elect to take 3- 
Percent Collateral Trust Notes for their claims, 3-Percent Collateral Trust Notes 
in the principal amount of approximately 80 percent of their claims. Three- 
Percent Collateral Trust Notes will not be issued in fractional amounts. 

C. The corporation shall issue to Richard Goodman, or his nominees, 1,000 
shares of new common stock. 

Seo. 4. General Provisions. 

A. The Trustee shall have general supervision over the plan and the con- 
summation thereof, subject to the approval of the Court. 

B. The form and terms of amendments to the Certificate of Incorporation 
of the Debtor and to the Certificate of Incorporation of all of the subsidiary 
companies, and the form and terms of the 5-Percent Serial Notes, the new 3- 
Percent Collateral Trust Notes, the new 5-percent debentures, and the inden- 
tures pursuant to which the same are to be issued shall in all respects, not ex- 
pressly defined or provided for in the plan, be determined by the Reorganization 
Trustee with the approval of the Court. The form and terms of any other docu- 
ments or instruments executed in connection with the consummation of the 
plan, and the steps to be taken to consummate the plan, shall in all respects 
not expressly defined in the plan, be determined by the Reorganization Trustee 
with the approval of the Court. 

C. The plan describes in general outline the character of the new securities 
and the means for the execution of the plan. The precise terms and conditions 
must necessarily be determined, in accordance with the powers granted by the 
plan and under the supervision of the Court, to fit the facts and circumstances 
as they may exist from time to time during the consummation of the plan. 


ARTICLE XIV. PROVISIONS WITH RESPECT TO THE SELECTION OF DIRECTORS AND OFFICERS 


Section 1. At the time of the consummation of the plan, the identity and 
qualifications of the persons who are to be directors and officers of the reor- 
ganized company shall be disclosed to the court. The members of the Board 
of Directors will be selected by the owner or owners of all the common stock 
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in accordance with the Charter and By-Laws of the surviving company and 
the laws of the State of Texas. No director nor principal officer shall have had 
affiliation with the Debtor. 

Sec. 2. The surviving company shall have the right to amend the Charter 
and the By-Laws. 


ARTICLE XV. PROVISIONS RESPECTING SECURITIES AND REPORTS TO BE INCLUDED IN THE 
CHARTER OF SURVIVING COMPANY 


The Charter of the surviving company shall be amended to include the pro- 
visions in this Article XV. 

Section 1. The Charter shall provide that the authorized capital stock of the 
surviving company shall be $100,000.00, divided into 1,000 shares designated 
as common stock, each of the par value of $100.00. 

Sec. 2. The Charter shall provide that the name of the corporation shall be 
changed to Bankers Finance Company. 

Sec. 3. The Charter of the surviving company shall contain a provision for 
the issuance at least once a year to holders of securities of the surviving com- 
pany a report containing a profit and loss statement and balance sheet prepared 
in accordance with sound business and accounting practices. 


Exutrsit B 


MEMORANDUM OF AGREEMENT, May 13, 1954 


(1) The claims of FDIC, which are termed “trust fund claims,” totaling 
$302,633.04, are recognized as valid claims for money belonging to FDIC which 
is not a part of the Debtor’s property and to which FDIC is entitled to pay- 
ment. Such claims are to be paid in full, in cash, at the same time that distribu- 
tion is made by Debtor to its secured creditors. 

(2) The other claims of FDIC (hereinafter referred to as the “Contract 
Claims”) which consist of the following: 

(a) The amounts paid by FDIC for collection expense on discount paper 
(“Discount Paper”) sold by Debtor to FDIC’s assignor, First State Bank 
of Elmwood Park (“Elmwood Park”) ; and 

(b) The loss sustained by FDIC on the Discount Paper by virtue of its 
not conforming to the terms of the contract of sale. 

These claims are to be treated in the Plan on a parity with the holders of 
Debtor’s Senior Debentures. Such claims of FDIC at present are liquidated in 
the following amounts: $129,821.81, Collection Expense; and $75,051.22, Loss 
on nonconforming paper—for an aggregate of $204,873.03, reduced by the offsets 
hereinafter described to a net of $135,625.76—and are to be satisfied by delivery 
by the Debtor to FDIC of $35,000 in 5-Percent Serial Notes. The amount of 
said 5-Percent Serial Notes to be issued by the Debtor under the Plan filed by 
the Trustee in the Reorganization Proceedings, is to be increased to an amount 
sufficient to provide the aforesaid $35,000 in 5-Percent Serial Notes which are 
to be delivered to FDIC, but the total of said 5-Percent Serial Notes under the 
Plan of Reorganization is not to exceed $215,000 face amount. The maturity 
date on the notes so to be delivered to FDIC will be twenty-four (24) months 
after the date of issuance. No further claims are to be made by FDIC against 
Debtor for either collection expense in connection with, or for losses on, the 
Discount Paper. 

(3) Elmwood Park held a reserve account (created for Elmwood Park’s benefit 
by the Debtor under the terms of the contract of sale of the Discount Paper) in 
the amount of $43,610.25 for losses on the Discount Paper. Debtor had on deposit 
with Elmwood Park the sum of $76,887.02 in an ordinary checking account. 
Debtor owed Elmwood Park the sum of $51,250.00 on a demand unsecured note. 
The reserve account above mentioned has been applied against losses on the Dis- 
count Paper, The notes above mentioned has been offset against the said check- 
ing account. The excess of the checking account, after offsetting the note, i. e., 
$26,637.02, has been offset against the balance due on the Contract Claims. The 
offsets above mentioned are approved by the Debtor and the Debtor will make 
no claim for the return of any part of the said reserve account or of the said 
checking account. 

_(4) In the Arrangement Proceedings under Chapter XI now pending in the 
United States District Court at Dallas, Docket No. 4368, a counterclaim is asserted 
by the Debtor against FDIC in the sum of $271,250, and is based upon alleged 
illegality of the transaction (hereinafter called “Purchase Transaction”) by 
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which FDIC on May 26, 1953, purchased assets from Elmwood Park. The 
Debtor, as owner of 52 percent of the stock of Elmwood Park, agrees to give 
FDIC a covenant not to sue, or other undertaking satisfactory in form to counsel 
for FDIC, which will release FDIC and Elmwood Park from any liability to 
the Debtor as owner of said stock, growing out of the alleged illegality of the 
Purchase Transaction. Said covenant or undertaking will also constitute a rati- 
fication and approval by the Debtor as a stockholder of Elmwood Park of the 
Purchase Transaction. The said covenant not to sue or other undertaking is to 
be limited to the Purchase Transaction and it is not to constitute any waiver 
of any right on the part of the Debtor, as a stockholder of Elmwood Park, to 
share in the distribution of any other assets of Elmwood Park. 

(5) Upon approval and consummation of the Plan, and after, but not before, 
the delivery by the Debtor to FDIC of the money and notes hereinabove called 
for and the completion of the other steps herein provided, all claims of FDIC 
against the Debtor and all claims of the Debtor against FDIC and/or Elmwood 
Park shall be deemed satisfied and discharged, and FDIC will cause the appeals 
pending in the United States Court of Appeals for the Fifth Circuit, Nos. 14837, 
14838, and 14775, to be dismissed without cost to the Debtor. 

STATE OF TEXAS, 
County of Dallas: 
Know All Men by These Presents: 


That, Bankers Discount Corporation, Elijah Crippen, Trustee of Bankers Dis- 
count Corporation, and Bankers Finance Company, successor in interest to 
Bankers Discount Corporation, as holders of stock of First State Bank of Elm- 
wood Park, their succesors and assigns, in accordance with the plan of reor- 
ganization of Bankers Discount Corporation, hereby covenant not to sue Federal 
Deposit Insurance Corporation or First State Bank of Elmwood Park for any 
loss, damage, costs, or expenses suffered or incurred by any of them which in 
any way arise out of the agreement of May 26, 1953, between Federal Deposit 
Insurance Corporation and First State Bank of Elmwood Park, under the terms 
of which Federal Deposit Insurance Corporation purchased certain assets of First 
State Bank of Elmwood Park, pursuant to the provisions of section 13 (c) of 
the Federal Deposit Insurance Act, or for any claim arising from the alleged 
illegality of said contract. 

The undersigned hereby ratify, confirm, and approve the action taken by First 
State Bank of Elmwood Park in entering into the aforesaid agreement with 
Federal Deposit Insurance Corporation. 

This covenant shall not constitute a waiver of the right of the undersogned, 
their successor or assigns, to participate, as a stockholder of First State Bank 
of Elmwood Park, in any distributions that may be made to stockholders of First 
State Bank of Elmwood Park in accordance with the provisions of said agree 
ment of May 26, 1953, or in distributions by First State Bank of Elmwood Park in 
the event Federal Deposit Insurance Corporation shall be repaid in accordance 
with the provisions of said contract. 

In witness whereof, the parties hereto have caused this instrument to be 
executed this day of September 1954. 

BANKERS DIscoUNT CORPORATION, 


BPursan CRIPren, 
Trustee of Bankers Discount Corporation. 
BANKERS FINANCE COMPANY, 


THe Strate or Texas, 
County of Dallas: 


Before me, the undersigned authority, a Notary Public in and for said County 
and State, on this day personally appeared 
known to me to be the person whose name is subscribed to the foregoing instru. 
ment as of Bankers Discount Corporation, a 
corporation, and acknowledged to me that he executed the same for the purposes 
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and consideration therein expressed, in the capacity therein stated, and as the 


‘ and deed of said corporation. 
“Given under my hand and seal of office this the 


Notary Public in and for Dallas County, Tez. 
THE STATE OF TEXAS, 
County of Dallas: 

Before me, a Notary Public in and for said county and state, on this day 
personally appeared Elijah Crippen, known to me to be the person whose name 
is subscribed to the foregoing instrument as Trustee for Bankers Discount 
Corporation, and acknowledged to me that he executed said instrument for the 
purposes and consideration therein expressed and in the capacity therein stated. 

Given under my hand and seal of office, this the day of 1954. 


Notary Public in and for Dallas County, Tez. 
Tue STATE OF TEXAS, 
County of Dallas: 

Before me, the undersigned authority, a Notary Public in and for said County 
and State, on this day personally appeared ; 
known to me to be the person whose name is subscribed to the foregoing instru- 

of Bankers Finance Company, a cor- 
poration, and acknowledged to me that he executed the same for the purposes and 
consideration therein expressed, in the capacity therein stated, and as the act 
and deed of said corporation. 

Given under my hand and seal of office this the 


Notary Public in and for Dallas County, Tez. 


RECOMMENDATIONS FOR CHANGES IN LAW 


The present system of cursory periodic examination should be abandoned. 
These examinations are insufficient and incomplete and the techniques for 
concealing misconduct from examiners in this type of examination are now 
‘widely known and used. Consequently, repetitions of misconduct may be 
regularly expected. 

Instead of examinations, banks should be subjected to periodic thorough audits 
‘at least annually. These audits should be made by the FDIC and not outside 
examiners. The FDIC should take responsibility for the audits and for the 
efficiencies in auditing techniques. This would impel the FDIC over a short 
period of time to perfect auditing techniques beyond the ability of most persons 
to conceal or dissimulate improprieties. 

No member or employee of the FDIC may take employment in or repre- 
sentation of any insured institution for a period of 3 years after leaving the FDIC. 

No employee of the FDIC or member of his family, or any person associated 
with him in any business venture as partner or principal stockholder, should 
be eligible for a loan from any bank in his district unless the loan shall have 
been approved by the board of directors of the FDIC or a committee of the 
board for that purpose. 

One of the deficiencies of FDIC personnel which has been developed from the 
hearings is the lack of practical banking experience among FDIC members and 
employees. The policy of the law should be to encourage a flow of bankers into 
the FDIC by making banking experience a prerequisite to employment as 
examiner and by making the positions of examiners attractive from the point 
of view of salary, because the examiner’s position should require high ability, 
integrity, responsibility, and experience and should receive commensurate reward. 

There should be more frequent use of the insurance cancellation procedures 
under proper safeguards against arbitrary action, so as to affect prompt 
cancellation of insurance, with appropriate publicity where a bank persists in 
improper conduct. 

Congress should appoint a committee of top level persons, including economists, 
bankers, members of the Federal Reserve Bank, and specialists in Government, 
to make an extended study of the history of the FDIC and of deposit insurance 
as a basis for their making further recommendations. 
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The large amount of business responsibility which properly ought to come 
before the board necessitates a larger board, with proper provision for the 
appointment of board committees to handle various special types of business 
and problems. 

Any reorganization of FDIC should contemplate the rapid replacement of 
present personnel who have had instilled in them a wrong orientation toward the 
attitudes and responsibilities of the organization. 

Failure to replace the present bureaucracy would make inevitable the sabotage 
of new policies by well known bureaucratic methods of noncooperation. Reorgan- 
ization should be made under the supervision of a selected competent person 
with banking experience, like Mr. Gidney. There is too much dry rot, inefficiency, 
incompetency, and inflexibility throughout the present administration of FDIC. 

All reports of fieldmen should be channeled as a matter of course to an 
active committee of the board, which should have the responsibility of knowing 
their contents, keeping them continuously under review, and officially taking 
appropriate action. 

Under present procedures, examiners’ criticisms are furnished directly to the 
bank. In many cases they are not brought directly to the attention of the 
directors. As a matter of policy, such criticisms should be phrased in such a 
way as to make them easily understandable to lay directors; the corrections 
sought should be specified with particularity and the criticisms should be sent 
to the directors at places other than the bank, preferably their homes, and pref- 
erably by registered mail. 

A considerable area of abuse has grown up in the FDIC due to the lack of 
standards in regard to bank procedures, which has given individuals in posi- 
tion of authority power to act arbitrarily, vindictively, and corruptibly. The 
FDIC, after notice and hearing in the usual manner (compare the Bureau of 
Internal Revenue and FCC) should promulgate a manual giving standards with 
reports of ratios of capital to loan, qualifications of loans, banking processes, 
etc., so as to minimize the opportunities of fieldmen to act arbitrarily. 

There should be a speedy and effective method of intradepartmental review so 
that arbitrary or erroneous action of fieldmen may be corrected. 

Whenever a bank gets into difficulties which have to be resolved by advance- 
ment of funds by the FDIC, the transaction should be audited by the General 
Accounting Office, which should then prepare a report for Congress, to be printed 
and become a permanent public record. This report should contain the full 
history of the transaction, an analysis of the causes of the difficulties and a 
finding as to whether or not the FDIC could have prevented the situation under 
the existing procedure. If the FDIC could not have prevented the situation 
under the existing procedure, the report should contain recommendations as to 
whether or not existing procedures should be modified or corrected so as to 
avoid repetition. The report should contain a section specifying particularly 
whether actions, or failure to act, or both, by named individuals in the FDIC 
contributed to the difficulties. 

The effect of this procedure would be (a) to have responsibility pinpointed 
by an external and impartial agency specially qualified to do this sort of thing, 
and (b) to build up a file of experience which can be referred to for the pur- 
pose of improving procedures. 

In a general way, this is the procedure which is followed by the Civil Aero- 
nautics Board in dealing with aircraft accidents and it has been very successful 
in improving safety procedures in airlines. 

The regulations now promulgated to give the board power to prevent testimony 
by the employees should be specifically prohibited by law. 

No adequate study has been made of the possibility of misuse of patronage 
powers by the FDIC. In general, if the solution of the banking difficulties is 
by the creation of a successor bank, the facilities of this bank should be utilized 
as much as possible for liquidating purposes. If liquidation takes place by the 
FDIC, the regular staff of the FDIC should be used for this purpose. Outside 
private attorneys particularly should not be retained, but litigation should be 
handled by staff counsel and by United States attorneys or special attorneys 
General. 

Temptations tending to dissipate assets in insolvency proceedings through 
patronage, or to favored entities, are well known and should be avoided. 


Mr. Broom. I would like to make a closing statement. 
Senator Sparkman. All right, sir. 
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Mr. Broom. It’s my conclusion that in the effort of the FDIC 
to get at Mr. Beutel they hit Beutel and also hit our bank and a lot 
of innocent bystanders were knocked down. That is, the stockholders. 

Senator Sparkman. Thank you very much, gentlemen. 

The next witness will be Mr. John H. Russell. However, before 
strating with Mr. Russell we will take 2 or 3 minutes’ recess. 

(Whereupon, a short recess was taken.) 

Senator Sreciene. Let the committee come to order, please. 

Mr. Russell. 

Mr. Russell, will you hold up your right hand and be sworn? 

Whereupon John H. Russell was duly sworn as a witness by Sena- 
tor Sparkman, and was examined and testified as follows: 


TESTIMONY OF JOHN H. RUSSELL 


Senator Sparkman. All right, Mr. Russell, For the benefit of the 
record, will you give your name and your occupation and something 
of your background, please ? 

Mr. Russeti. My name is John H. Russell. I’m presently employed 
as president of the Bank of Elmwood Park. 

I was born in Chicago on July 2, 1915. I was raised in Milwaukee. 
I graduated from Marquette University Law School in 1939. I was 
originally employed by the Federal Deposit Insurance Corporation. 

Senator SparkmAN. Mr. Russell, I don’t believe they can hear you. 
I can hardly hear you from here. 

Mr. Russet. I’m sorry, Senator. 

Senator SparKMAN. Fine. 

Mr. Russexx. I'll get closer. 

I was originally employed by the Federal Deposit Insurance Cor- 
poration February 1, 1940. I remained in Washington until 1941; 
when we were located in Chicago until 1947. I returned to Wash- 
ington in 1947 and remained there unti! August 1, 1953. 

Senator Sparkman. With the FDIC during all that time? 

Mr. Russetz. All that time, sir; yes, sir. 

Senator SparKMAN. Go ahead. From 1953? 

Mr. Russerz. I came with the Bank of Elmwood Park as execu- 
tive vice president and. was made president January 1—January 20, 
1954_and have been president ever since. 

Senator Sparkman. Thank you. 

Mr. Wallace. 

Mr. Wattace. What position did you hold in April of 1953? 

Mr. Russetx. I was counsel for Federal Deposit Insurance Cor- 
poration. 

Mr. Watxace. Would your title be Chief of the Administrative and 
Advisory Information Section of the Legal Division of the FDIC, in 
Washington, D. C.? 

Mr. Russet. Advisory Opinion Section, Mr. Wallace, yes. 

Mr. Watxace. What was the primary function of this section and 
of your position ? 

Mr. Russeti. That section dealt primarily with closed bank mat- 
ters. Mostly the legal problems arising out of liquidation of closed 
banks all over the country. 

Mr. Wattace. When ‘did 


7 learn about the closing of the First 
State Bank of Elmwood Park? 
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Mr. Russet. It was either the Sunday night after the closing or 
that Monday morning. I left Washington on Monday and arrived 
here the following Tuesday. 

Mr. Wattace. Did you come out alone? 

Mr. Russetx. No, I was with Mr. Edward C. Tefft. 

Mr. Watiace. Who is Mr. Tefft? 

Mr. Russet. He’s chief of the Division of Liquidation, Federal 
Deposit Insurance Corporation. 

Mr. Watuace. How long was the First State Bank of Elmwood 
Park closed? 

Mr. Roussetxi. It was closed from the 11th of April until the 27th 
of May. 

Mr. Watuace. Why was it closed so long? 

Mr. Russevy. Well, three banks were closed simultaneously, Mr. 
Wallace, and there were—the West Irving Bank opened, I think, with- 
in a period of about 10 days. But there were complicated problems in 
both Devon-North Town Bank and the First State Bank of Elmwood 
Park because they both were owned and controlled by Bankers Dis- 
count Corp., Dallas, Tex. Both of them had substantial amounts of 
paper of that company. And the Devon-North Town Bank I was 
never able to get a quorum of the directors of the bank together to 
take any corporate action. Also we had a complicated problem in that 
the Bank of Elmwood Park had a $300,000 deposit in Devon. Devon 
had a $300,000 deposit in First State Bank. So we had to handle them 
in tandem, so to speak. 

Mr. Watxace. What did the FDIC propose as a solution for the 
banks being closed over such a long period of time ? 

Mr. Russeiu. What did they propose as a solution ? 

Mr. Wattace, Yes. 

Mr. Russeti. Well, we originally went out with the intention of 
engaging in what we call an assumption transaction whereby a new 
bank or an existing insured bank would take over the deposits of all 
the banks that had been closed. 

Mr. Watuace. How did this discussion come about? Normally 
when a bank gets closed in a situation like this it would go into re- 
ceivership, wouldn’t it? 

Mr. Russett. Mr. Wallace, in the State of Illinois there is a spe- 
cial provision whereby the auditor can close a bank for examination 
and adjustment. That’s not a closing for the purposes of liquidation. 
In previous instances in Illinois they followed that same practice. 
Until the bank was closed for liquidation the Federal Deposit In- 
surance Corporation would not pay off the bank. 

Mr. Watiace. When did you first meet Orville Hodge? 

Mr. Russetx. It must have been about a week after I arrived in 
Chicago. 

Mr. Wattace. When did you first discuss the problems of whether 
to have a receivership or an assumption transaction with him? Was 
he aware of the procedure of the assumption transaction at the time 
you first talked to him or did you make him aware of it ? 

Mr. Russevu. I made him aware of it possibly on our second or 
third meeting, but fairly early in the transaction. 

Mr. Watiace. So he was made to understand that the FDIC would 
pay off deposits up to $10,000 under a receivership arrangement but 
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that under an assumption transaction all deposits could be paid off? 

Mr. Russeuu. Yes, Mir. Wallace. 

Mr. Wauxace. Did you present these alternatives to Mr. Hodge as 
an either/or proposition? I mean it could either be done under re- 
ceivership or under an assumption transaction ¢ 

Mr. Russet. Well, 1 told him that there could not—an assump- 
tion transaction could not be worked out, that he’d have to ultimately 
place the bank in receivership, that he couldn’t keep it in a hiatus 
indefinitely. 

Mr. Wautace. I’m going to ask your opinion, Mr. Russell. What 
is your opinion as to what Mr. Hodge would have done with that bank 
had you stated that you thought the chances for an assumption trans- 
action were very slight, it would be very difficult to get approval of 
an assumption transaction through the FDIC? What I’m driving at 
is this: If he had felt that there was no hope for an assumption trans- 
action, he could have gone ahead and put the banks into receivership 
and the deposits would have been paid off and there would have been 
no problem,could he not? . 

Mr. Russety. Well, there would have been the problem that you 
would have had two closed banks and that substantial amounts of the 
depositors money would have been tied up in receivership subsequently. 

Mr. Wauxace. The depositors would be paid off up to $10,000 in 
receivership, wouldn’t they ? 

Mr. Russeiti. Yes, Mr. Wallace, but those having deposits over 
$10,000 would have had to wait. 

Mr. Watuiace. That’s right. You’re an attorney, Mr. Russell. 
Where is the responsibility of the FDIC in this regard? Is the 
responsibility for taking care of depositors up to $10,000, or is the 
responsibility for taking care of all depositors ? 

Mr. Russern. Well, it depends, Mr. Wallace, on the situation that 
exists in the bank. It was the feeling of the FDIC—and we have put 
men in all three banks—that in the situation an assumption transac- 
tion could be worked out, the value of the assets was such that it would 
not be a substantially greater loss in an assumption transaction than 
In receivership, 

Senator SparkMANn. Let me ask you this question: You say that 
under the Tllinois law the State superintendent of banks or the State 
auditor in this case can close the bank for adjustment and 

Mr. Russet. Examination, Senator. 

Senator SparKMAN. Examination and adjustment ? 

Mr. Russe. Yes, sir. 

Senator Sparkman. Suppose he finds upon examination that the 
matter can be adjusted, May he reopen the bank and let it continue’? 

Mr. Russeiu. Yes, Senator. 

Senator SparkMAN. Can he reorganize the bank? Is there a system 
whereby he can approve the reorganization of a bank? 

Mr. Russetz. He can approve the reorganization of the bank, but 
the corporate action, of course, would have to be taken by the stock- 
holders and the directors of the bank. 

Senator Sparkman. But he could authorize that bank to reopen its 
doors if he finds —— 

Mr. Russert. Yes, sir. 

Senator SparkMAN, That it’s solvent? 
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Mr. Russetu. Yes, Senator, upon whatever requirements he desired 
to lay down. 

Senator Sparkman. He held these banks in the process of examina- 
tion and adjustment for how long a time? 

Mr. Russetu. Well, from the time that he closed them on April 11 
until May 26 in the case of First State Bank of Elmwood Park, and in 
the case of Devon-North Town I think it was the following day or day 
after that. 

Senator SparKMAN. But it was about 7 weeks, wasn’t it? 

Mr. Russetu. Yes, Senator. 

Senator Sparkman. During that time the FDIC could not come 
into the picture except in an effort to negotiate? Is that right? 

Mr. Russeiu. That’s substantially correct, Senator. 

Senator Sparkman. In other words, the FDIC was powerless had 
it wanted to pay off the depositors? It was powerless to do so during 
that time ? 

Mr. Russetxi. Yes, Senator. 

Senator Sparkman. But it could and did conduct negotiations for 
an assumption contract ? 

Mr. Russetz. Yes, Senator. 

Senator Sparkman. Do you feel, Mr. Russell, that proceedings of 
assumption to the extent that it was exercised in this case and in many 
other cases that we have run across are in accordance with the law, 
with the intent of Congress? 

Mr. Russet. Senator, I think that the way, the manner in which 
the board of directors of the Federal Deposit Insurance Corporation 
has made its determinations regarding these assumptions has been in 
accordance with the law and the intent of Congress. 

Senator Sparkman. Just tell us briefly what does the law say re- 
garding assumptions? 

Mr. Russet. Well—— 

Senator SparkMAN. There’s just one provision, isn’t there? 

Mr. Russert. Yes, Senator. The language says that where the 
board of directors of the Corporation determines that an assumption 
transaction will avert a risk or threatened loss to the Corporation, that 
they may proceed in such a transaction. 

Senator SparkMaNn. You feel that that was the case in connection 
with this bank ? 

Mr. Russetx. Yes, Senator ; I do. 

Mr. Wattace. Mr. Russell, what was your role in the negotiations 
leading up to the formation and approval by the FDIC of the Bank 
of Elmwood Park? 

Mr. Russet. The formation of the existing bank ? 

Mr. Watxace. Leading up to the formation and approval of the 
Bank of Elmwood Park, which is the Green bank. 

Mr. Russet. Well, I was counsel for the Corporation and drafted 
the legal documents and explained to the organizers of the bank what 
action they had to take. 

Mr. Wattace. You were the legal side of the FDIC in this situation, 
as I understand it, and Mr. Gover was head of the Chicago office, 
and Mr. Tefft was head of the Liquidation Division. Is that correct! 

Mr. Russett. Mr. Gover was district supervising examiner in Chi- 
cago. Mr. Tefft was Chief of the Division of Liquidation out of 
Washington. 
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Mr. Wauxace. It’s our understanding that you three were the prin- 
cipal representatives of the FDIC. 

Mr. Russevz. Yes. 

Mr. Watxaceg. In these negotiations. 

Mr. Russewy. Yes, sir. 

Mr. Watxiace. Do you recall any disagreement between the State 
auditor and the FDIC over the capitalization of the new bank ? 

Mr. Russetzt. No, Mr. Wallace; I don’t recall any disagreement with 
the FDIC regarding the capital of the bank. 

Mr. Watxace. Were you concerned about the capitalization or was 
this a matter between Gover on one hand and the Green group and 
Hodge on the other? As an attorney were you concerned about the 
capitalization side of it? 

Mr. Russevt, Not particularly. 

Mr. Watxace. You didn’t get into that? 

Mr. Wattace. No, sir. 

Mr. Watxace. But this problem of receivership versus assumption, 
you were concerned with that as the attorney for the FDIC in this 
arrangement ? 

Mr. Russett. As to the legal phases of it, yes, sir. 

Mr. Watxace. Yes. And this was settled by providing for the 
assumption transaction ? 

Mr: Roem: Yes, sir. 

Mr. Watxiace. Were you aware of a difference of opinion over 
whether the new bank would be a State bank or a national bank— 
should be a State bank or a national bank ? 

Mr. Russetu. I was not aware that there was any controversy. I 
know that in the early stages, Mr. Wallace, that there were certain 
people that evidenced interest in organizing a new national bank. 
There were certain people that had national and State banks who 
spoke of taking over the First State Bank of Elmwood Park and 
Devon-North own both. 

Mr. Watxace. The FDIC in Washington stated that Hodge was 
adamant that he wanted a State bank and not a national bank. Mr. 

Mr. Russetx. I know of — 

Mr. Watxace. Mr. Hodge stated that this was not true, that he 
wasn’t concerned about whether it was a State or a national bank. 
Mr. Sorensen, Mr. Hodge’s assistant, stated that of course they wanted 
a State bank. We're getting a confusing picture. If you can clarify 
that for us, why, we’d perce it. 

Mr. Russety. Well, let me attempt to clarify it this way, Mr. 
Wallace: The State bank supervisors have to have State banks or the 
department does not exist. If all the banks in the United States 
were national banks the State would have no examiners and so forth. 
Therefore, the State is more interested in seeing a State bank or- 
ganized than a national bank. I have never known of a situation 
where the State supervisor endeavored to block the organization of a 
national bank. 

Mr. Wattace. The FDIC has also stated that in effect they were 
at the mercy of Hodge in this situation because he was the only one 
under Tilinois law who has power to take action and that you had 
to negotiate with him. Is that correct? 

Mr. Russein. Well, were were in a “deep freeze” State; there’s no 
question about that, Mr. Wallace. 
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Senator SparkMAN. Suppose the FDIC had said to him that they 
were not going to work out an assumption agreement, or suppose they 
had not started negotiating with the idea of working out an assump- 
tion. Do you suppose that Mr. Hodge still would have held these 
banks in suspense as he did ¢ 

Mr. Russevz. I think he would have for some time, Senator, be- 
cause Mr. Hodge and members of his staff were endeavoring to reha- 
bilitate the banks under their own steam, if I can use that expres- 
sion. They thought that there was a possibility that that Bankers 
Discount paper could have been gotten out of the banks, that some ar- 
rangement could have been made for somebody to purchase the stock 
from Bankers Discount possibly at a substantial loss to Bankers 
Discount because they were in financial difficulties, and they went to 
great lengths endeavoring to work it out on that basis. 

Senator SparKMAN. Do you think then that his purpose was to try 
to work out and to rehabilitate the banks rather than simply to rest 
on the proposition that the FDIC would work out an assumption 
contract ¢ 

Mr. Russeixi. Yes, Senator,I do. I went to Dallas myself 

Senator Sparkman. And the 7 weeks’ delay was not due to the 
proposal of FDIC on the assumption contract ? 

Mr. Russexx. No, Senator. 

Mr. Wauiacr. You stated, I think, that you met Orville Hodge 
about a week after you arrived in Chicago? 

Mr. Russet... That is my recollection, Mr. Wallace. 

Mr. Watuace. As I understand it, Mr. Hodge himself worked with 
you in the negotiations surrounding the old bank and the new bank 
and the assumption versus receivership and so forth. Mr. Hodge 
himself worked on this, is that right? 

Mr. Russetu. Yes, he was present at practically al] the conferences 
I attended. 

Mr. Watiace. How many times would you say you saw Mr, Hodge 
between April 11, 1953, and May 27, 1953 ? 

Mr. Russexz. I would say 12 or 14; in the later stages of it we were 
having practically daily meetings. 

Mr. Wau.ace. Did you ever accompany Mr. Hodge to his quarters 
in the Drake Hotel ? 

Mr. Russeru., On one occasion; yes, sir. 

Mr. Watiace. Were they his quarters you went to? 

Mr. Russe. Yes, sir. 

Mr. Wattace. Who was in that group? 

Mr. Russet. Roy Browning and Mr, Hodge and I went there 
together. 

Mr. Wauiace. J. Roy Browning and Mr. Hodge and yourself? 

Mr, Russeiy. Yes, sir. . 

Mr, Wauiace. When was this? 

Mr. Russeix. It was fairly late in the transaction, I would say 
somewhere around the 18th or 19th of May. 

Mr. Wa.uace, Was anyone else ever present at that time in the 
quarters ¢ 

Mr. Russeww. I have a recollection that Governor Green came down 
to Mr. Hodge’s quarters sometime during the evening. 

Mr. Watiace. What did you discuss during this meeting? 
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Mr. Russet. We were discussing some legal problems, primarily 
again on this Bankers Discount paper, and also the problems we were 
being confronted with in the First State Bank and again in Devon, 
where we were seeking to locate one director who was from Cin- 
cinnati that we couldn’t locate, which would have made up a quorum. 

The reason we went there, we were in Mr. Hodge’s office at 158 West 
Randolph Street, and it was rather hectic there, with telephones and 
other meetings going on, and Orville said, “Let’s try to get out of 
here so we could talk in quiet.” 

Mr. Wautace. Was that the only ocasion you were at the Drake 
Hotel with Mr. Hodge? 

Mr. Russet. During this period, yes, sir. 

Mr. Watiace. What were the other occasions you were there with 
Mr. Hodge? 

Mr. Russetx. I think I saw Orville in his apartment on two 
occasions after I came with the bank. 

Mr. Watuace. Always in his apartment ? 

Mr. Russeiu. No, it is my recollection I met him one night in the 
apartment of Mr. Frank Frisk, one of the directors of the bank. 

Mr. Wattace. When were these occasions ? 

Mr. Russet. One of them, maybe late in 1953, and I think the other 
was late in 1954. I had seen Mr. Hodge at political meetings during 
that same period. 

Mr. Watuace. What other people were present at these meetings? 

Mr. Russevi. The time I met him in Mr. Frisk’s apartment, Mr. 
Frisk was present, I think Governor Green was present, Mr. Hodge, 
and I, and another gentleman; I have forgotten who that is, The only 
reason I recall it is that we were listening and watching a speech by 
Governor Stratton on television. 

Mr. Watuace, Are they the only people who were there? 

Mr. Russetn, That I can recall. There was a gentleman there that 
was running for office who had been a former chairman of the Ameri- 
can Legion, who died sometime after that, that had a law office here; 
I have forgotten his name. 

Mr. Watiace. What about the other occasion you were at the Drake 
Hotel? Who was present at that meeting? 

Mr. RusseE1.. Lloyd Drexler, Governor Green, and myself. That 
was in November 194. 

Mr. Wattace. Did you ever discuss with Mr. Hodge the possibility 
of your employment with the Bank of Elmwood Park? 

Mr. Russexi, I spoke to him at one time when Governor Green 
had asked me if I could submit my name together with some others 
for consideration by the board of directors of the new bank. I men- 
tioned that to Mr. Hodge; yes. 

Mr. Watiace. When was this? 

Mr. Russet. I think it was around the 18th or 19th of May. 

Mr. Watiace. When did gon first know that Orville Hodge was a 
stockholder in the new bank? 

Mr, Russert, When I came with the bank in August of 1953, some 
time after that I learned that Paul Fleming was a law partner of J. 
Roy Browning, an associate of his in his office, and knowing that Mr. 
Browning had represented Mr, Hodge in the negotiations that cul- 
minated in the purchase transaction, I wondered if there were any con- 
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nection between that stock of Mr. Brown and Mr. Hodge, but I never 
determined it to my satisfaction that Mr. Hodge owned it. 

Mr. Watiace. Did Mr. P. Warren Smith ever acknowledge to you 
that he was the nominee for Hodge? 

Mr. Russet. When he made the newspaper statement. 

Mr. Waxtace. But not before that? 

Mr. Russet. No, sir. 

Mr. Wattace. If that had been known during the negotiations to 
form a new bank, would it have made any difference, in your judge- 
ment, as to whether the FDIC should have approved it? 

Mr. Russe. I believe that the FDIC would have required Mr. 
Hodge to sell his stock or turn it over to someone else for value. 

Mr. Watiace. Did you ever borrow any money from Orrville 
Hodge? 

Mr. Russeuu. Yes, sir. 

Mr. Watuace. When? 

Mr. Russetu. It was around July 15, 1953. 

Mr. Waxtace. How much was the loan ? 

Mr. Russetx. $2,000. 

Mr. Wauiace. What were the terms? 

Mr. Russetu. I sent Mr. Hodge a note for that amount providing 
for 1 year maturity and 4 percent interest. 

Mr. Wattace. Has the note been paid ? 

Mr. Russetu. Yes, sir. 

Mr. Watxace. You have paid it? 

Mr. Russetz. Yes, sir. 

Mr. Watxace. Who did you pay it to? 

Mr. Russet. I paid it to Mr. Morey. 

Mr. Watxace. The State of Illinois? 

Mr. Russexu. Yes, sir. 

Mr. Watuiace. Why did you go to Mr. Hodge to get a loan? 

Mr. Russetx. I liked Orville—maybe this is a poor time to say 
that—but Orville was very affable. 

Mr. Watxace. You mean you liked him so you wanted to borrow 
some money from him ? 

Mr. Russeii. No, I borrow money from friends many times, Mr. 
Wallace. I called Orville and asked him if he knew I was coming out 
to the bank. He said no, he didn’t know that. He has been in Fort 
Lauderdale and Springfield most of the time. We discussed a problem 
I had regarding a house in Virginia. We got into a discussion of my 
finances and the purchase of the 100 shares of stock I was going to 
buy, and he said, “If you want me to, I will lend you $2,000.” TI told 
him I would appreciate it, and he mailed it to me, and I bought a note 
at Brentano’s, made it out and sent it to him. 

Mr. Waxtace. Why didn’t you borrow the money from a bank? 

Mr. Russett. Well, I didn’t have any banking connections in Chi- 
cago at that time, and I didn’t want to approach a bank in Washington 
about it, because I was planning on leaving town. 

Mr. Watxace. You knew you were coming to the Elmwood Bank 
at the time you made the loan, did you not? 

Mr. Russett. Yes, Mr. Wallace. 

Mr. Watxace. Did you know Mr. Wirtz? 

Mr. Russet. No, sir. 
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Mr. Wattace. Do you think Governor Green might have helped ar- 
range a loan through a bank? 

Mr. Russexy. Candidly, I wasn’t particularly keen on Governor 
Green knowing that my financial resources were not that substantial. 

Mr. Watxace. In other words, the main reason that you borrowed 
the money from Orville Hodge on a personal-loan basis was that you 
didn’t want other people to know that you needed the money to 
buy—what was the money for? 

Mr. Russett. Well, I was going to buy the $2,000 worth of stock, 
and I had my money involved in this wing project. I had commit- 
ments for other money to meet the wing project, so I needed it for 
the whole operation. 

Mr. Wautace. Did any one ever know of this loan besides you and 
Orville Hodge? 

Mr. Russewz. No, sir. 

Senator Sparkman. You said you were talking with Mr. Hodge 
about the purchase of the 100 shares, he volunteered to lend you the 
$2,000. Was that the amount necessary to buy the 100 shares? 

Mr. Russeiz. Yes, it was the same amount. 

Senator SpaRKMAN. $20 a share? 

Mr. Russexy. Yes, sir. 

Senator SparKMAN. In other words, Hodge himself had bought how 
many shares? 

Mr. Russeiu. At that time he owned 3,500 shares in Paul Fleming’s 
name. 

Senator Sparkman. You did not know it at that time, but you did 
learn later that he owned 3,500 shares ? 

Mr. Russexi. Yes, Senator. I did not know at that time. 

Senator Sparkman. Yes; I get that, and in addition to the 3,500 he 
bought, he put up the money with which you bought the 100 shares 
which made you eligible. ere you buying it in order to obtain 
eligibility in the job with the bank? 

Mr. Russe... I thought it was advisable that I own stock in the 
bank, althought I was not subject to until 1954. 

Senator SparkmMAn. Could you have been president or vice presi- 
dent without owning stock ¢ 

Mr. Russexx. I could not have been president or a director with- 
out being a stockholder, but I could have been an executive vice presi- 
dent without owning stock. 

Senator SparKMAN. Were you still with the FDIC at that time? 

Mr. Russevz. I had resigned from the FDIC on July 1, effective 
as of August 1, 1953. 

Senator SparKMAN. You bought the stock when? 

Mr. Russeii. Rightaround July 15. 

Senator SparKMAN. During the suspense period ? 

Mr. Russet... Yes, Senator. 

Senator SparKMAN. The notice period ? 

Mr. Russetn. Yes, Senator. 

Mr. Wauiace. When did you first meet Governor Green ? 

Mr. Russeix. I met Governor Green in company with Lloyd Drexler 
in Gene Gover’s office, probably around the early part of May or the 
latter part of April. It was before the latter part of April. Probably 
around the 20th of April. 
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Senator Sparkman. Go back to this steck purchase. I don’t believe 
the record shows. From whom did you buy the 100 shares of stock? 

Mr. Russe.u. I bought it from a man named Ralph Palmer who 
was one of the original directors of the bank who was resigning. 

Senator SparkMAN. He resigned at that time? 

Mr. Russexiy. Yes, Senator. 

Senator Sparkman. Did that represent his total holding, or was that 
just a part? 

Mr. Russevt. No; that was his total holding, Senator. 

Mr. Watxace. You say the first time you met Governor Green was in 
Gene Gover’s office ? 

Mr. Russexvz. Yes, Mr. Wallace. 

Mr. Wautace. You had not met him in the Mayflower Hotel in 
Washington? I understood you met him in the Mayflower Hotel in 
Washington. 

Mr. Russet. I did not meet the Governor in the Mayflower Hotel in 
Washington or any other hotel. 

Mr. Wattace. When did you first get an inkling that you might 
be considered as an officer of this new bank? 

Mr. Russe... It was around the 18th or 19th of April that the 
Governor discussed the proposition with me of submitting my name 
with some others to the directors of the bank. 

Mr. Wauuace. The 18th or 19th of April? 

Mr. Russet. Of May. Iam sorry, Mr. Wallace. 

Mr. Watuace. Of May. Did you ever talk to Mr. Drexler about 
this? 

Mr. Russet. I talked to Lloyd Drexler about it subsequently when 
the transaction was completed; when I was leaving, Lloyd said some- 
thing to me to the effect that the following January it would be neces- 
sary to elect a president because Mr. Sullivan had taken the position on 
a temporary basis, and that they might give my name consideration. 

Mr. Wauuace. Did you ever discuss the matter with Gene Gover 
in the FDIC office in Chicago? 

Mr. Russevi. No. Gene discussed it with me one night. We were 
in the Belden Stratford Hotel, Mr. Gover and myself, and Gene said 
that some consideration had been given to his name by the organizers 
of the new bank, and that they might approach me on the subject. 

Mr. Waxtace. When was this? 

Mr. Russeuw. Oh, several days before the 18th or 19th, possibly 4 or 
5 days before. 

Mr. Wautace. That would make it May 14. 

Mr. Russett. Somewhere in there, Mr. Wallace. 

Mr. Watiace. May 15? 

Mr. Russet. Somewhere in around that time. 

Mr. Wattace. Then you received an inkling prior to May; it was 
about the 14th or 15th that Mr. Gover said there was a possibility 
that you might be considered. 

Mr. Russe.z. It was kind of a thin inkling. 

Mr. Wattace, I said, to begin with, when did you get an inkling? 

Mr. Russet. I understand what you mean. 

Mr. Wattace. I wasn’t talking about a firm offer. 

Mr. Russexz. I understand. 
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Mr. Wautxace. Was there ever anything said by anyone prior to 
March 14 which might have led you to believe there was a possibility 
vou might go with the new bank? 

* Mr. Russextz. No, sir. 

Mr. Waxtace. What was the occasion of this meeting with Mr. 
Gover and Mr. Tefft in the Belden-Stratford Hotel that this came 
up where Mr. Gover said that he had been considered for this job, 
but he wouldn’t take it, and he thought they might consider you? 
Is that correct? What was the occasion of this meeting ? 

Mr. Russetx. He said they might approach me. 

Mr. Wautace. Is that where you were staying in Chicago? 

Mr. Russewt. Yes, sir. 

Mr. Wattace. I see. 

Mr. Russett. Mr. Gover’s apartment is right behind the Belden- 
Stratford, and we had many discussions during this period. 

Mr. Waxtace. Was that the extent of the conversation about that 
that night? 

Mr. Russert. Yes. 

Mr. Wattace. Then on May 19, it was Governor Green who said 
something to you about it. 

Mr. Russect. Yes, Mr. Wallace. 

Mr. Wauxace. What did he say ? 

Mr. Russetzu. He said that they had been endeavoring to get officers 
together for the new bank and that he had appointed a committee, I 
think he mentioned that, and he said that my name had been mentioned 
to him by the Continental National Bank. 

Mr. Wattace. What did you say? 

Mr. Russett. I told him that I didn’t want my name thrown in 
the hopper at that time; I couldn’t take the job when they opened the 
bank, and that is what they needed, and I couldn’t call up Washington 
and say, “I am not coming back, fellows, I have a new job.” 

Mr. Watiace. The May 19 meeting with Governor Green was 
merely to find out whether it would be permissible to have your name 
considered for a job as an officer of the bank. 

Mr. Russexxi. Yes, sir. 

Mr. Watxace. Is it quite a usual thing for an FDIC employee work- 
ing out the negotiations to set up a new coals to have employment with 
the bank suggested to him before the completion of the negotiations? 

Mr. Russetx. It is not usual, but I'think I know of other situations 
where men have been asked, in effect, “Would you be interested in 
taking a job with the new bank ?” 

Mr. Watxace. Is the FDIC covered by any form of conflict-of-in- 
terest statute which prohibits, in general, a person from taking em- 
ployment with a group with which he has been dealing? I think it is 
more technical than that, but there is no conflict-of-interest type of 
legislation affecting the FDIC, is there ? 5 

Mr. Russet. None that I know of, except the restraint that is on 
the directors of the FDIC. 

Mr. Watxace. If there had been such legislation, you could not 
have taken that position at that time, could you? 

Mr. Russet. Not at that time, no, Mr. Wallace. 

_ Mr, Wattace. When was the firm offer made to you to become execu- 
tive vice president of the bank ? 
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Mr. Russe.x, It was the latter part of June. 

Mr. Watuaceg. It was about a month later, after the bank had 
opened ; about a month later you received a firm offer from whom ? 

Mr. Russet. Governor Green called me. 

Mr. Wauxace. Governor Green ? 

Mr. Russexu. Yes, sir. 

Mr. Watuace. What did hesay ? 

Mr. Russeww. He said that they had been carrying on their selec- 
tion, or interviewing men to take the job, and that the directors had 
not unanimously agreed upon any one, and he had asked them if he 
should submit the pro to me, and they authorized him to submit 
it, and it was submitted. 

Mr. Watiace. What salary did he offer you? 

Mr. Russexx. $10,000 a year. 

Mr. Watxace. What was your salary at that time at the FDIC? 

Mr. Russert. I was making $10,400. When I talked to you one 
time before I gave you a figure that was higher, and it was my recol- 
lection at that particular stage there was a raise, whether administra- 
tive or otherwise, in process. 

Mr. Watiace. Then you took a salary reduction to go to the bank. 

Mr. Russexui. Yes, sir. 

Mr. Wauttace. Why did you do that? 

Mr. Russe.u. I did not think that the $400 difference was too sub- 
stantial, and I was hopeful that I might be elected president. 

Mr. Wautace. What did Governor Green say to you with respect 
to the possibility of you becoming president of the bank? 

Mr. Russexy. He said something to the effect that that was the 
plan, that if I work it out, that I would probably be elected president. 

Mr. Watuace. Did you consider it a firm offer that you were to 
go as executive vice president—incidentally, what salary did he say 
the presidency paid ? 

Mr. Russexu. I don’t know if the Governor mentioned it to me that 
day, but I had known from some previous information that John Sul- 
livan was getting $15,000. 

Mr. Wa.ace. So you left because you had reason to believe that you 
might become president of the bank at a salary of $15,000 6 months 
later ? 

Mr. Russet. I wasn’t thinking in terms of specific amounts, but I 
thought that it would be up around that figure. 

Mr. Waxtace. I didn’t mean to imply that the money was the only 
consideration. I want to get what your understanding was. 

Mr. Russewx. Yes. 

Mr. Watuaceg. One thing I want to know, was there a firm commit- 
ment to you that in January 1954 you would be made president, or was 
it merely that you would be considered ? 

Mr. Russewu. I thought that it was more than merely consideration. 
I wouldn’t say it was any firm commitment. 

Mr. Wauxace. Then you would say it lay between a firm commit- 
ment on the one hand and mere consideration on the other. You were 
in between there. It was sort of an understanding that you would 
become president. You couldn’t make a firm commitment, but you 
sort of had an understanding. 

Mr. Russexii. Sort of an understanding, yes. 
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Mr. Waxxace. That Governor Green would make the offer. 

Mr. Russevt. And he was chairman of the board. 

Mr. Wauuace. And he was chairman of the board. 

Mr. Russewn. Yes. 

Senator Sparkman. Was the position of president filled at that 
time ? 

Mr. Russet. No. The position had been filled around May 23 or 
94, and it had been occupied during all that period. 

Senator Sparkman. That was Mr. Sullivan. 

Mr. Russe. Yes. 

Senator Sparkman. Did you have reason to believe that Mr. Sul- 
livan would give it up or did not intend to stay? 

Mr. Russexu. I had attended a meeting in Elmwood Park, at which 
time Mr. Sullivan was recommended, and he stated, in the presence of 
all of us, and the members of the FDIC, that he was taking the job 
on a temporary basis until the end of the year. 

Mr. Watxace. Then after this offer was made—first, you had an 
inkling when you talked with Gover on May 14 or 15, that you might 
be considered. On May 19, Governor Green mentioned that you might 
be considered and asked if it was all right with you to put your name 
in for consideration, and you said it was all right to be considered, 
and then the bank opened on May 27 and you were made a firm offer 
to be an executive vice president at a salary of $10,000 a year, with 
the understanding that with Governor Green’s support you would 
probably become president in January 1954. This offer was made 
in the latter part of June 1953. Then on June 30, 1953, you served 
notice on the Federal Deposit Insurance Corporation, gave them 30 
days’ notice that you were resigning, and you assumed your duties 
as executive vice president of the Elmwood Park Bank on August 1, 
1953, is that correct so far ? 

Mr. Russevt. Well, except the statement that I said that my name 
could be submitted. I told the Governor, “If you want to submit 
it for consideration, I have no objection, but I can’t take the job.” 

Mr. Wauxace. I see. You didn’t have any objection to their con- 
sidering it, but you made no commitments you would take the job, 
if you were offered it at that time, is that correct ? 

Mr. Russet. That is right. 

Mr. Wauxace. You had left the FDIC at a salary of $10,400 and 
gone to the bank for a salary of $10,000. In January 1954 you be- 
came president of the bank? 

Mr. Russexu. Yes, sir. 

Mr. Wattace. And at what salary? 

Mr. Russexn. $15,000. 

Mr. Watxace. Is that still your salary ? 

Mr. Russexn. Yes, sir. 

Mr. Watiace. Do you have any other compensation ? 

Mr. Russet. No, sir. I get a bonus at the end of the year, a 
Christmas bonus. 

Mr. Watxace. How much of a bonus did you get last Christmas? 

Mr. Russexu. $750. 

Mr. Watxace. Do you have an expense account ? 

Mr. Russet... Actual nses; yes, sir. 

Mr. Wattace. How much does that run a year? 

Mr. Russevu. A year? 
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Mr. Watxace. How much did it run last year? 

Mr. Russeit. Oh, $1,800, $1,900. 

Mr. Wautace. During the period from June 1 to July 1, 1953, did 
you go back to Chicago from Washington ? 

Mr. Russevt. I may have, Mr. Wallace. I recall that I went to 
Mayfield, Pa., after I got back to Washington. I may have come to 
Chicago the end of June. 

Mr. Wauace. Did you have any telephone calls with anyone in 
connection with the possibility of going with the bank? 

Mr. Russe. No, sir. 

Mr. Watrace. Did you discuss it with anyone during that period ? 

Mr. Russet. No, sir. 

a Wattace. When did you first call Orville Hodge? Was this in 
July? 

Mr. Russerx. In July. 

Mr. Watiace. Why did you call him? 

Mr. Russerx. I asked him if he knew I was coming out to work 
for the bank. 

Mr. Watxace. Isee. And what did he say ? 

Mr. Russety. He said no, he hadn’t heard it, and I remember he 
said he had been in Springfield and Fort Lauderdale a great deal of 
the time, and that is probably why he didn’t know anything about it. 

Mr. Watiace. What else did you talk about? 

Mr. Russet. That was about virtually all. 

Mr. Wattace. You asked him for a loan, didn’t you? 

Mr. Russeti. Yes; this discussion that we previously related ensued ; 
yes, sir. 

Mr. Watxace. Did you talk about Governor Green, that Governor 
Green had made the offer ? 

Mr. Russect. Yes; I told him that the Governor called me. 

Mr. Wattace. Had you talked with Lloyd Drexler about the firm 
offer? I know Mr. Drexler mentioned it early as a possibility, but 
did you ever discuss the firm offer with Mr. Drexler? 

Mr. Russet. No, sir. 

Mr. Watiace. When did you know for certain that you would be- 
come president of the Elmwood Park Bank? 

Mr. Russeii. When I was elected, 

Mr. Wattace. When was that? 

Mr. Russeiy. January 20, 1954, 

Mr. Wauiace. Mr. Russell, with respect to working on setting up 
a deal by which the Green group would take over the new banks in 
which you played a very important role, I think, with respect to the 
FDIC, you were the legal representative of the FDIC, and then you 
became executive vice president, with the understanding that you 
would probably become president, with roughly a 50-percent increase 
in salary. Do you think that this is a type of—well, what do you 
think about it in your own instance? Do you think it is all right for 
you to do that ? 
~ Mr. Russerz. In the manner that it happened, I do. When the 
Governor first spoke to me about it, I told him I could not take the 
job. When I left, it was with the expectation if my name were ever 
subsequently submitted it would be later in the year and, frankly, I 
gave no further thought to it. “I was surprised when the Governor 
called me as early as he did. 
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Mr. Wattace. In your own case, you think it was probably all 
right. Do you think it might be a good idea for Congress to enact 
legislation which restricts this type of activity? What I am driving 
at: In your estimation, this is all right in your case; but do you think 
as a general rule, this is a good thing, te permit such a thing? Can you 
see a possibility of abuse in a situation of this type? 

Mr. Russex.. I can see a possibility of abuse. It is a difficult ques- 
tion to answer in a broad sense. It depends on the manner ig which 
you are approached. 

Mr. Wauuacn. The fact a person can move from a dealing or nego- 
tiating situation into a better situation than he has, wouldn’t that tend 
to lead a person to incur the favor of the people who would be going 
to take over the bank so that they would be in a good position to 
advance themselves materially ? 

Mr. Russet. Mr. Wallace, if a man accepted a job when he was 
representing the Federal Deposit Insurance Corporation, or any other 
agency, from other negotiating groups, there would be an obvious 
implication that he would favor his other employer, if I may refer to 
him as such. However, I know of no one in the Federal Deposit 
Insurance Corporation that could be reached with an offer of any sort 
ofajob. I frankly think that the Federal Deposit Insurance Corpo- 
ration, in their dealings with the bank of Elmwood Park, has leaned 
over backward not to favor the bank in any way because I was for- 
merly an employee. 

Mr. Watxace. I want to take up some other items here. 

Senator Sparkman. If we could wait a minute, I want to explore 
that a little further, Mr. Russell. Asa matter of fact, when the FDIC 


steps into one of these situations, its position primarily is to protect 
the interest of the depositors; isn’t it? 
Mr. Russenz. Yes, sir. 
Senator SparKMAN. It acts more or less as a referee or an umpire 
between the new bank that is going to take over and the depositors 
? 


and stockholders of the old bank; is that true? 

Mr. Russetn. Yes, sir, Senator, that is substantially true. They 
work with both groups. 

Senator SpaRKMAN. Yes;thatisright. You said in response to one 
of Mr. Wallace’s questions, you made reference to working to the 
advantage of the new group. As a matter of fact, if you worked to 
the advantage of the new group to the detriment of the other group, 
that would be unfair and unconscionable; would it not ? 

Mr. Russerx. Unquestionably, Senator. 

Senator Sparkman. Doesn’t a question arise then, if you are in a 
position—I am not talking about your particular case, but I am talk- 
ing about someone in your position, standing there trying to protect 
equally the interests of the old group and the new group, and you are 
approached by the new group with reference to a job, which works to 
your advantage. Doesn’t it give ground for the old group to raise 
the question as to whether or not their interests are being fairly pro- 
tected? Again I am not speaking about your case, individually, but 
just generally, a typical case. 

Mr. Russexx. I think a man who is offered a job and he accepted it 
from the other people, that he-— 

Senator Sparkman. Suppose they even dangle the bait before him. 
I realize you told them you could not consider it at that time, and I 
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think you were absolutely right in making that kind of an answer. 
But if the bait is dangled before a man, would he be in much better 
position to say, “Now, wait a minute, I know I stand in a situation 
that I couldn’t accept your job short of 2 years,” or whatever the time 
would be—it is 2 years in some Government agencies—wouldn’t your 
position be strengthened ? 

Mr. Russexw. I think that it would eliminate the possibility of 
anybody making the statement that you favored another group; 
yes, Senator. 

Senator Sparkman. Did you hear the testimony of the stockholders 
this morning? 

Mr. Russeiy. No, Senator. 

Senator SparkMAn. But you know something about their com- 
plaint ? 

Mr. Russerx. I can imagine what it was. 

Senator Sparkman. You did hear their complaint to the effect that 
they felt that certainly in 1 respect the FDIC did not—or maybe in 
2 respects—did not give them as good treatment as they felt they 
ought to have. One was handling the equipment, and the other was 
the handling of the mortgages. 

Mr. Russexu. I didn’t hear the testimony. 

Senator Sparkman. I don’t say it was directed against you, but 
I am still trying to deal with a typical case. Don’t you believe that 
the FDIC and the men representing it would be in a much better posi- 
tion if they had the protection of some such law as is on the statute 
books with reference to some other Government agencies? 

Mr. Russet. Well, Senator, it would protect them from subsequent 


implications or statements that they did senete Saeeaas, but, 


on the other hand, it would prevent a man in the Federal Deposit 
Insurance Corporation from improving himself or going into the 
banking business. I don’t know the answer to that, sir. I don’t 
like to be placed in a position where somebody can make a statement 
before your committee that I did something improper. 

Senator Sparkman. I am trying my best to remove it from your 
individual case. 

Mr. Russexx. I understand. 

Senator Sparkman. And give it general application. 

Mr. Russexi. But I think mine is certainly very typical, and I 
think by legislation you would remove the possibility of that im- 
plication. But, at the same time, the men working for the Federal 
Deposit Insurance Corporation would be prevented from taking other 
work. It is a question of a man’s integrity, I think. I don’t know 
of anyone in the Federal Deposit Insurance Corporation that would 
act improperly through the offer of a job. 

Senator Sparkman. Let me move back to one other thing, briefly, 
and that is the $2,000 that you borrowed from Mr. Hodge and the 
stock ownership or the interest of Mr, Hodge in the stock of this 
company, in this bank. Do you feel, or would you have been shocked, 
I will say, to learn that Mr. Hodge did own stock or owned an interest 
in the stock of this bank while he was serving as supervisor of banks? 

Mr. Russert. I would have thought that it was most unwise. 
Again, because of implications. I would like to say, Senator—— 

Senator Sparkman. I believe you said when you found that Mr. 
Fleming—was it Fleming ¢ 

Mr. Russetx. Yes, sir. 
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Senator Sparkman. Mr. Fleming’s name was listed as a stock- 
holder—was it ? 

Mr. Russetu. Yes, sir. 

Senator Sparkman. You knew of his connection with Mr. Brown- 
ing. Was hea law partner? 

Mr. Russeti. No; he was a junior associate. I learned about it 
later—that Mr. Fleming was an associate of Mr. Browning’s. 

Senator Sparkman. Of Mr. Browning, and Mr. Browning was as- 
sociated with Mr. Hodge. 

Mr. Russetz. He acted as one of Mr. Hodge’s legal representatives 
during the transaction. 

Senator Sparkman. And when you found that out, you wondered 
if Mr. Hodge did have an interest in the stock. 

Mr. Russett. Well, I first wondered if it was Roy’s. I did not think 
it was too wise of Roy to buy stock when he had been in the negotia- 
tions, and then I thought that possibly Orville might have a share in 
it, or own it all. 

Senator Sparkman. You certainly would have felt that it would 
have been unwise on the part of the supervisor of banks to buy stock 
in a new bank, 

Mr. Russeti. Yes, because the implications are that he would favor 
that bank over other banks. Yes, Senator. 

Senator Sparkman. Did it not occur to you that it was a little 
strange that the supervisor of banks would advance the money to you 
with which to enable you to buy your interest in the bank ? 

Mr. Russet. Senator, I didn’t think it was strange. I would like 
to explain that to you. Mr. Hodge has done a horrible, fantastic 
thing, but when I knew him in 1953 I thought he was a fine man, and 
I thought he was endeavoring to do a good job. He worked very 
hard to rid those banks of that paper and rehabilitate the banks under 
his own scheme, and I told him I thought he was trying to accomplish 
the impossible. I thought he carried it far too long, but he was 
adamant in his desires to do everything he could, and I liked him and 
respected him, and I didn’t think there was anything improper in 
asking him for the loan. 

Senator SparkMAN. You would have thought it was improper had 
he bought the hundred shares outa | 

Mr. Russetx. And given it to me? 

g a Sparkman. No; if he had bought it in his own name to 
old it. 

Mr. Russexy. Yes, I would have thought it was unwise, because of 
the implications. 

Senator Sparkman. And even more so had he bought it and given it 
to you. 

Mr. Russex.. Yes, Senator. 

Senator SparKMAN. But you thought there was no connection be- 
tween his advancing the money to ks it possible for you to buy it? 

Mr. Russexu. No; I didn’t see the connection. 

Senator SparkMaNn. When did you repay that loan? 

Mr. Russexz. I think in June—no, in July. 

Senator SparkMAN. What year? 

Mr. Russeiu.. No; just a minute, Senator. I paid it, I think, in 
September—to Mr. Morey—of this year. 

Senator Sparkman. You borrowed it in July 1953? 
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Mr. Russe. Yes. 
Senator SparkMAN. And repaid it in September 1956. 
Mr. Russevu. Yes, Senator. 
Senator SparkMaNn. Did you make interest payments at any time? 
Mr. Russet. No, Senator. 
Senator SparKMAN. Did you ever renew the note? 
Mr. Russet. No, Senator. 
Senator SpaARKMAN. Never made any payment on the principal at 
all? 

Mr. Russe.tx. No, Senator. 

Senator SparKMAN. Did you pay it to Mr. Hodge. 

Mr. Russetu. Did I pay the note to Mr. Hodge? No, I paid the 
note to Mr. Morey. He had the note at that time. 

Senator Sparkman, Mr. who? 

Mr. Russet. Mr. Morey, Mr. Lioyd Morey. 

Senator SparkMAN. Who is Mr. Morey? 

Mr. Russet... He is the auditor of public accounts to fill the interim, 
since Orville has resigned. 

Senator SparkMAN. Was there any intention on your part of ever 
paying Mr. Hodge? 

Mr. Russein. Yes; there was, Senator, certainly. 

Senator SPARKMAN. You would have paid him? 

Mr. Russe.w. Certainly. 

Senator SparKMAN. When ? 

Mr. Russet. When I got in a position where I could pay it. I 
have five boys, and my expenses have been rather heavy since I have 
been out here. 


Senator SPaRKMAN. Wasn’t this a little long to carry that indebted- 
ness ¢ 

Mr. Russeti, Unquestionably, it was long, but with Mr. Hodge—— 

Senator Sparkman. You thought your friendship was such as 
would sustain it? 

Mr. Russetw. Yes. Unfortunately, I didn’t think that Orville 
needed it, and from what I have subsequently learned, I guess he didn’t 
need it during that period. [Laughter.] 

Senator SPARKMAN. Mr. Rogers wants to ask a question, 

Mr. Rocers. Mr. Russell, don’t you think it would be wise if the 
FDIC had a regulation which would provide for the approval of the 
Board in these conflict of interest cases? In other words, if an FDIC 
employee wants to go to work for a bank in which he had any dealings 
that he should be prohibited unless approved by the Board of Direc- 
tors of the FDIC? That would give you your protection and still 
permit FDIC employees to go to work for banks. 

Mr. Russet. I think that would be a sensible regulation. I think 
in a way they follow something of the same process now. I know of 
no employee that leaves without explaining, at least to a superior, and 
the superior in turn to the Board of Directors, that he is planning to 
leave, and I question if they would leave if any member of the Board 
would say, “I think that is an unwise thing to do.” 

Mr. Rogers. You say they do it now? 

Mr. Russexw. I say they do it in effect; when a man leaves, he tells 
his superior he is planning on resigning, and he tells what type of job 
he is taking, and that is normally reported to the Board, at least in the 
higher levels of the corporation. 

Mr. Rogers. But you have no formal regulation or procedure. 
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Mr. Russexiy. No, sir; and I think such a regulation would be sound. 
Mr. Roerrs. It would provide a protection for the employee, too. 
Mr. Russeiy. Yes. 

Mr. Rogers. And for the Board. 

Senator SpaRKMAN. It seems to me it would be a good idea, and I 
fully intended to ask you a while ago if at any time you had discussed 
it with the Board members. 

Mr. Russexw. I did not go to a formal meeting of the Board, Sena- 
tor, but I talked te Mr. Cook and I talked to Mr. Russell Shearer, who 
was then the principal administrative assistant, who is now deceased, 
and I talked to Mr. Cook about it. I talked to Mr. Har! about it. 

Senator Sparkman. Mr. Cook was chairman at that time? 

Mr. Russet. Yes, sir. 

Senator SparkMAN. Mr. Harl was the second member of the Board. 

Mr. Russetz. Yes; he was the Democratic member. 

Senator SparkMAN. When was it, when did you talk with them ? 

Mr. Russeixw. It is my recollection I talked to Mr, Cook and Mr. 
Shearer the day before I resigned, the day before I formally retired. 

Senator Sparkman. Was it about the first of July or the latter part 
of June 1953? 

Mr. Russexu. Yes, sir. 

Senator Sparkman. Mr. Russell, you furnished to the committee a 
list which shows political contributions made by the bank, and tickets 
io various events purchased by the Bank of Elmwood Park during the 
period from May 27, 1953, to August 21, 1956, 

This list shows a total of $1,212.50 for 1953 and 1954 combined; 
$2,210 for 1955, and $1,025 for 1956 up to August 21, 1956. Is that 
an accurate list? 

Mr. Russetz. Yes, Senator. 

Senator SparkMaNn. Have there been any other contributions made 
or tickets purchased since August 21, 1956, the date on which you 
gave this list? 

Mr. Russevt. I don’t recall any. 

Senator Sparkman. I am going to submit for the record the list 
that was prepared and given tous by Mr. Russell. 

(The list referred to follows :) 


Bank or Etmwoop Park 
Contributions, raffle and dinner tickets, ete., May 27, 19538, to Aug. 21, 1956 


1953—Sept. 9. Alderman Alfred J. Cilella Golf Day . 
1954—May 11. John B. Brenza, employees fund 150, 00 
June 26. 2ist Ward Democratic Organization Golf Day 20. 00 
July 3. Harry Smith Day 52. 50 
July 9. William Erickson Day 30. 00 
Aug. 6. 36th Ward Regular Democratie Organization 25. 00 
Aug. 14. Elmer J. Hoffman Golf Day 100. 00 
Aug. 24. Alderman Alfred J, Cilella Golf Day 
Aug. 28. 36th Ward Regular Republican Organization 
Sept. 9. William Runzel for Sheriff Dinner 
Sept. 16. Alderman P. J. Cullerton Golf Day 
Sept. 25. Committee on Uniform Taxation dinner 
Oct. 5. Republican Citizens Finance Committee dinner 
Oct. 9. Herbert C. Paschen campaign fund. 
Oct. 10. Thomas J. Godfrey campaign fund_ 
Oct. 30. 36th Ward Regular Republican Organization 


1953 and 1954 total 
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Contributions, raffle and dinner tickets, etc., May 27, 1953, to Aug. 21, 1956—Con. 


1955—Mar. 17. Merriam Day dinner $300. 00 
Mar. 21. One Million Friends of Warren Wright dinner 250. 00 
Apr. 9. Citizens Economy Party 20. 00 
Apr. 16. Herbert C. Paschen, employees association fund 300. 00 
May 28. Regular Republican Voter’s League of Leyden Town- 


10. 00 
June 3. Cook County Democratic Dinner Committee 200. 00 


June 3. John Ropa Day Committee 20. 00 
June 3, Leyden Township regular Democratic organization____ 25. 00 
June 4. Leyden Township regular Democratic organization____ 25. 00 
July 11. Herbert C. Paschen Golf Day 40. 00 
July 16. Walter McCarron Golf Party 20. 00 
July 28. Charles J. Fleck Day Committee 60. 00 
July 29. John W. Carroll, chairman, Everett Dirksen dinner__-__ 15. 00 
Aug. 6. 36th Ward regular Democratic organization 25. 
Aug. 6. Leyden Township regular Democratic organization 10. 
Aug. 9. Alderman Alfred J. Cilella Golf Day 10. 
Aug. 20. Senator Everett Dirksen testimonial dinner 300. 
Sept. 2. Alderman P. J. Cilella Golf Day 

Sept. 20. Harry Smith Day 

Oct. 4. Citizens Republican Finance Committee dinner 

Dec. 15. Republican Committee dinner 


1955 total 


1956—Jan. 9. 36th Ward Regular Republican Organization 
Jan. 19. Elmer J. Conti testimonial dinner 


Mar. 30. Joseph A. Kovac, State finance chairman, Warren 
Wright for Governor 


May 31. Leyden Township Regular Democratic Organization__ 
June 7. Herbert C. Paschen, employees association fund 
June 15. 36th Ward Regular Demoeratic Organization 


June 23. Leyden Township Regular Democratic Organization__ 
July 17. William Erickson Day 


1956 total 


Senator Sparkman. Mr. Russell, who paid out the money in be- 
half of the bank ¢ 

Mr. Russein. Normally, it was by an expense check drawn to the 
person in question, and mailed. 

Senator SparkMAN. Who solicited the money ? 

Mr. Russet. Various people in various ways. 

Senator Sparkman. Let me ask you about a few of these. The 
first one I see over here is Alderman Alfred J. Cilella—Cilella, 
golf day. I see a great many golf days down through this list. That 
question came up yesterday, and the witness at that time said he 
wasn’t able to enlighten me as to what it means. I wonder if you 
could describe for the benefit of the record what all of these entries 
of golf days attached to some name means? 

Mr. Russeit. Let me preface my remarks by saying if you attended 
all the golf days you would have to have two presidents during the 
summer. There are days when you go to a golf outing, for alder- 
man, ward committeemen and coroner. They play golf, have lunch, 
have a dinner, and there are usually door prizes that they give away 
that are there, and depending on the standing of the man in question, 
the golf day generally draws a crowd. 

Senator Sesesccane Does a crowd go? 

Mr. Russeiu. Yes, Senator. 
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Senator SPARKMAN. Out at some particular club? 

Mr. Russeta. Yes, Senator. 

Senator SparKMAN. In other words, the day is set aside so far as this 
crowd is concerned to honor the person for whom the benefit is being 
handled, is that right ? 

Mr. Russetn. Yes, Senator. 

Senator SparKMAN. Well, is it a testimonial affair, is it a campaign 
fund-raising affair, or just what is it ? 

Mr. Russet. It is an annual outing that they have? 

Senator SparKMAN. Honoring that particular person. 

Mr. Russet. That person, and I assume the profit from the sale 
of the tickets is used by the man for his political activities, for cam- 
paigns, or whatever it ma be. 

Senator SparkMAN. They are ordinarily political affairs, is that 
right ? 

Mr. Russetn. Yes, in most instances, Senator. 

Senator Sparkman. The next I see, is Mr. John B. Brenza, em- 
ployees fund, $150, and I think I see in here a good many—well sev- 
eral employee funds. Down here, for instance, is Herbert C. Paschen 
Employee Association Fund, and I think there is at least one other 
employee association fund. Will you tell us just what that is? 

Mr. Russeiz. Yes, Senator. The first contribution was made in 
1954 to the employees’ welfare fund in the county treasurer’s office, 
they called it, and it was for the use of welfare for the employees for 
flowers and gifts and benefits. 

Senator SPARKMAN. You mean flowers in case of sickness or death 
in the family or something of that kind? 

Mr. Russevu. Yes, Senator. 

Senator SparKMAN. Is that a standing practice among the bankers 
here in the Chicago area ? 

Mr. Russetx. I don’t know whether it is a standing practice. I 
understand some do give and some do not give. 

Senator SparKMAN. Is there any connection between that and the 
deposit of county funds? 

Mr. Russexy. I never thought there was any connection, Senator, 
because it wasn’t placed to me on that basis. 

Senator SparkMan. You never regarded it as having any connec- 
tion whatsoever. ) 

Mr. Russet. I wouldn’t say that I—I don’t want to make a flat 
statement that I thought it had no connection, but I didn’t think the 
county treasurer would withdraw money from your bank if you 
didn’t donate the $300 to his welfare fund. 

Senator SparkMAN. Was there any suggestion made to you as to 
how much it should be? 

Mr. Russeiu. The suggestion, in effect, was that it was a kind of an 
unwritten formula, one-tenth of 1 percent. 

Senator Sparkman. Of what? 

Mr. Russet. Of the total amount of the deposits you had. 

Senator SparKMAN. The total amount of deposits? 

Mr. Russe. Yes, sir. ; 

Senator Sparkman. Not the county deposits, the public deposits, 

Mr. Russet. The county deposit. 

Senator Sparkman. Then it did have a connection with deposits, 
didn’t it? 
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Mr. Russeii. Yes, but what I tried to explain, Senator, I didn’t 
think it was being used for the benefit of the county treasurer; I 
thought it was a welfare fund. 

Senator SparkMAN. I am not talking about that. I asked you if 
it was connected in any way. 

Mr. Russeix. I was trying to make a distinction between a political 
contribution and a charitable contribution. 

Senator SparKMAN. Did you think the funds were used for chari- 
table purposes? 

Mr. Russexn. That is my understanding, yes, sir, from the name 
of the association we drew the check to. 

Senator SparkKMAN. But there was a relationship between the 
amount of the county funds on deposit and the amount expected of a 
bank; is that right? 

Mr. Russetxi. Yes, Senator. 

Senator SparKMAN. Suppose a man failed to give anything. Would 
it have any bearing upon the continuation of those deposits with the 
bank ? 

Mr. Russeiu. I know of none such, where the deposits have ever 
been withdrawn, Senator. 

Senator SparKMAN. Do you know of any situation in which a bank 
has failed to come across with its one-tenth of 1 percent ? 

Mr. Russetx. I don’t know of my own knowledge. I thought I read 
something in the paper that one bank in town that had such a deposit 
didn’t make any contribution. 

Senator Sparkman. Did it say that the fund had not been disturbed, 
the public fund ? 

Mr. Russexu. I thought that he indicated that he still had the 
account and had it for a long time. 

Senator Sparkman. There are various contributions here to indi- 
cate that they are political. Here, for instance, is the 2ist ward 
Democratic organization golf day. Is that conducted pretty much 
like a personal golf day? 

Mr. Russexu. Yes. 

Senator Sparkman. And then Harry Smith day. Is that a golf 
day, too? 

Mr. Russetx. Yes. 

Senator Sparkman. Who is Harry Smith? 

Mr. Russexiu. He is the mayor of River Grove. 

Senator SparkMAN. The mayor of what? 

Mr. Russety. River Grove, a village adjoining us. 

Senator Sparkman. And William Erickson day? Is that the ex- 
plorer? [Laughter.] 

Mr. Russeuu. Bill Erickson was park commissioner. I don’t know 
whether he still is. 

Senator SparKMAN. Is what? 

Mr. Russeii. Park commissioner. I don’t know whether he still is. 

Senator SparkMAN. Park commissioner. Thirty-sixth ward regu- 
lar Democratic organization. Elmer J. Hoffman golf day. I be- 
lieve we know who Mr. Hoffman was. That has been in the testi- 
mony before. He was treasurer immediately preceding Mr. Wright. 
Or is he treasurer now? ; 

‘ oe Russe. No; he was State treasurer preceding Mr: Warren 
right. 
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Senator SparkMAN. Oh, yes. Alderman Alfred J. Cilella golf day. 
He came around again. This is 1954 we are in now. It is more or 
less an annual event, isn’t it ? 

Mr. Russetn. Yes, sir. 

Senator SpaRKMAN. When you once get started. [Laughter.] 

As long as the person stays in his political position, I suppose. 

Mr. Russetzi. Then I think his successor runs one about the same 
date next year. / 

Senator SparkMaN. I see. Thirty-sixth ward regular Republican 
day. 

Mr. Russet. There is a distinction, Senator. 

Senator SparkMaAN. You play no favorites; is that right? And 
William Runzel for sheriff dinner. That is a political candidate, 
I suppose. 

Alderman P. J. Cullerton golf day. 

A committee on uniform taxation day, what is that? Uniform 
taxation day. 

Mr. Russetx. Dinner. I thought you said day. Yes; that is a 
political group. : , 

Senator SparkMaNn. I take it it is probably bipartisan or nonparti- 
san, a uniform taxation dinner. 

Mr. Russexu. I don’t really recall. It may be predominantly Re- 
publican. 

Senator SparkMan. That was $100. 

Republican citizens finance committee dinner for the Republican 
campaign, $200 on October 5 of 1954, and a notation on here indicates 
that that is a direct political contribution. 

Mr. Russexz. That was an outside political contribution. Does it 
say dinner there, Senator? 

Senator Sparkman. Republican citizens finance committee din- 
ner. Was that used for the purchase of tickets at the dinner? 

Mr. Russeit. Yes, Senator. 

Senator Sparkman. And Herbert C. Paschen campaign fund. Was 
that a direct political contribution ? 

Mr. Russext. If it doesn’t say dinner on there, it would be a direct 
political contribution. 

Senator Sparkman. Let’s back to the dinner. Usually those 
oe the tickets are not sold just for the price of the dinner; are 
they ¢ 
saa Russseitu. Mr. Eisenhower’s birthday dinner wasn’t; you know 
that. 

Senator SparkMAN. That was 56; wasn’t it? 

Mr. Russexx. No; I think that was a hundred. 

Senator Sparkman. Oh, a hundred. In fact, in these dinners they 
really amount to a political contribution. 

Mr. Russetx. Yes; the profit goes to the man in question. 

Senator Sparkman. Now, Herbert C. Paschen, $200, Democratic 
candidate for country treasurer. Did he not have control over the 
deposit of public funds in Cook County ? 

Mr. Russext. He was a candidate at that time. 

Senator SparkKMAN. He was a candidate at that time, but if he won 
he would have control over the deposit of funds; would he not? 

Mr. Russet. Yes, Senator, but in that particular instance, I 
thought we were making a gracious gesture, because I was pretty cer- 

83551—56—pt. 227 
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tain John Sullivan would be deputy county treasurer, and I thought 
John would probably be able to hold the account for us if it came 
right down to it. 

Senator SparKMAN. John Sullivan was the man who was the presi- 
dent of the bank, the position to which you came; is that it? 

Mr. Russe. Yes, sir. 

Senator Sparkman. And later on he remained on there as a di- 
rector. He resigned the presidency; is that right? 

Mr. Russet. "Yes, nator. 

Senator Sparkman. I thought someone told me yesterday that a 
bank could make a political contribution provided it was not made for 
the purpose of getting the deposit of public funds. 

Mr. Russe.i. You cannot make a contribution to the county treasur- 
er while you have county funds in the bank. 

Senator Sparkman. Oh, you can make it to him while he is a can- 
didate, but not after he is elected. 

Mr. Russet. That is correct. 

Senator SparkMAN. Then here comes Thomas J. Godfrey, campaign 
fund, $100. Whois he? 

Mr. Russexy. I think he may have been a Republican nominee for 
county treasurer. [Laughter.]| 

Senator Sparkman. You just gave him $100, you gave Herbert 
Paschen $200. Wasthat2toloddsor what? [Laughter.] 

Here is another one, 36th Ward Regular Republican Organization, 
$25. They hit you on August 28 for $10 and then came back on Octo- 
ber 30 for $25. 

Mr. Russet. I think that is a booklet that they have. They give 
you an advertisement in it, Senator. 

Senator Sparkman. Oh, I see, and so it goes down. I won’t name 
them all, but here is a Merriam Day dinner. He was Republican can- 
didate for mayor of Chicago, wasn’t he? 

Mr. Russe... Yes, sir. 

Senator SparkMan. Three hundred dollars. 

Here is One Million Friends of Warren Wright dinner. That is the 
one Governor Green told us about yesterday, wasn’t it ? 

Mr. Russe. I assume so, Senator. 

Senator Sparkman. You gave him $250. Was that for the purpose 
of this trailer built to look like the State treasurer’s office ? 

Mr. Russeix. Yes. 

Senator SparkMaNn. That he was going to use to go around all over 
the State to educate the people [laughter |, as to the need of continuing 
his services in public office?’ Is that what that was? 

Citizens Economy Party, $20; Herbert C. Paschen Employees Asso- 
ciation Fund. That was after he was elected, wasn’t he? 

Mr. Russeiy. What year was it, Senator ? 

Senator Sparkman. In 1955, but I thought the fact that it was paid 
to the employees association fund—— 

Mr. Russetx. Yes, that is correct, sir. 

Senator Sparkman. Three hundred dollars. 

Regular Republican Voters League of Leyden Township, $10. 

Citizens Economy Party, $20. What is that? 

Mr. Russetu. I think that is a bipartisan group, I think that we have 
an ad in the booklet. . 
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Senator SparkMAN. Cook County Democratic Dinner Committee, 
$200. 
~ John Ropa Day Committee, $20. Who is John Ropa? 

Mr. Russevu. He is the county clerk, I think. 

Senator SpaRKMAN. Leyden Township Regular Democratic Organ- 
ization, $25 on June 3, and then you gave them $25 on June 4 again. 
Mr. Russeti. Are both of them to the Democratic organization ? 

Senator SpaRKMAN. The way it is written here, it is. 

Mr. Russevy. Then-one of them could have been for an ad. 

Senator SparKMAN. Herbert C. Paschen Golf Day, $40; Walter 
McCarron Golf Party. What is the difference between a golf party 
and a golf day, any difference? They mean the same thing? 

Mr. Rosemid No distinction, Senator. 

Senator SparKMAN. Twenty dollars. Charles J. Fleck Day Com- 
mittee, $60. Mr. Fleck, I believe, it was testified yesterday is the 
public administrator, isn’t he? 

Mr. Russeuu. Yes, sir. 

Senator Sparkman. Of Cook County. 

John W. Carroll, chairman, Everett Dirksen dinner, $50. That 
is Senator Dirksen, is it not? 

Mr. Russetxt. That is Senator Dirksen. They had a dinner for 
him in Park Ridge when he returned from a European trip. 

Senator SparkMAN. 36th Ward Regular Democratic Organization, 
$25; Leyden Township lar Democratic Organization, $10; Alder- 
ian Alfred J. Cilella Golf Day, $100 this time. You start off with 
$20 and then went up to $70 and this time a hundred. 

Do you buy tickets for that, or what ? 

Mr. Russeii. Yes, you buy tickets for it. 

Senator Sparkman, Is Cilella the alderman for the ward in which 
your bank is located ? 

Mr. Russex.. For the adjoining ward, in effect, and on that particu- 
lar day a substantial number of us go out. 

Senator SparKMAN. Senator Everett Dirksen testimonial dinner, 
= I wonder if this is not the dinner when he returned. Do you 

now 

Mr. Russexi. There were two dinners; there was a small one in 
Park Ridge and there was a larger one later. 

Senator Sparkman, Oh, yes. Alderman P. J. Cilella Golf Day, 
just $30 this time. 

Mr. Russe. Is that P. J. Cilella? 

Senator Sparkman, P.. J. Oh, I see, there are two. Yes, that is 
right, P. J. Cilella. The other one was Alfred J. 

larry Smith Day. He has been identified before, hasn’t he? 
_ Citizens Republican Finance Committee dinner, $200, and ub- 
lican Committee dinner, $200. What is the difference between Citi- 
zens Republican Finance Committee dinner and the Republican Com- 


mittee dinner? One of them is October 4 and the second one was 
December 15. 

Mr. Russeuu. It is two separate groups. 

Senator SparkMAN. With a common purpose. 

Mr. Russetx. I am quite certain; yes. 

Senator Sparkman. 36th Ward oles Republican Organization, 
$25; Elmer J. Conti testimonial dinner, $100. Whois Mr. Conti? I 
believe that is the first time his name was brought up. 
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Mr. Russevi. Mr. Conti is the mayor of Elmwood Park and a 
nominee for the State legislature. 

Senator Sparkman. A member of the State legislature? 

Mr. Russetxi. A nominee. 

Senator SrarkmMan. Nominee. Joseph A. Kovac, State. finance 
chairman—Warren Wright for Governor, $500. According tora nota- 
tion I have here that was a direct political contribution; is that correct? 

Mr. Russetxi. That is correct, Senator. 

Senator Sparkman. That was for the campajgn of Mr. Warren 
Wright, the State treasurer, for Governor. That was in the primary, 
wasn’t it? 

Mr. Russexn. Yes, Senator. 

Senator SparkMAN. You said a minute ago you couldn’t make con- 
tributions to one who put out funds. Doesn’t Mr. Wright put out 
funds? 

Mr. Russetx. No; I said that under the law you cannot make a.dona- 
tion to the county treasurer while he is in office. 

Senator SparkMAN. Oh, but it does not apply to the State treasurer’ 

Mr. Russexx. Notas I understand it, Senator. 

Senator Sparkman. The State treasurer does allocate State funds, 
does he not? 

Mr. Russet. He deposits State funds in banks; yes, sir. 

Senator SparkMAN. Let me read you this section 39 of the Illinois 
banking law: 


No bank or other depository holding moneys deposited therewith by the State 
treasurer in accordance with the provisions of this act or otherwise; and no officer 
of any such bank or other person shall. pay to, withhold for the benefit of, or 
contract in any manner for the payment to such State treasurer or to any other 
person for him of any interest or other fee, perquisite, or emolument on account 
of the deposit of such moneys except such interest as shall be paid to such: State 
treasurer for the benefit of the State. 

Do you not feel that there is any connection between that statute 
and the payment of a campaign contribution to the State treasurer? 

Mr. Russet. I didn’t know about the provision in question, Senator. 
I haven’t read it, but I didn’t treat the contribution of Warren Wright 
as nominee for Governor as having anything to do with the money he 
had on account with us. 

Senator Sparkman. In other words, you separated him as a person 
running for Governor and as a person serving as treasurer and allo- 
cating State deposits ? 

Mr. Russeiu. Yes, in effect. 

Mr. Wattace. Mr. Chairman, just to clarify the record T would like 
to say that Mr. Ropa is the county recorder.and Mr. Eddie Barrett 
isthe county clerk. I want to make sure that that was clear. 

Senator Sparkman. Mr. Russell, section 36 of the Tilinois law 
reads identically with the section 39 that I just read to you except 
using the word “County” instead of “State.” That is the section, I 
assume, to which you referred when you mentioned the county treas- 
urer. I call your attention to the fact that the law covers the county 
treasurer and the State treasurer in exactly the same manner. 

Mr. Russe.w. I understand. 

Senator Sparkman. Here is Leyden Township Regular Democratic 
Organization, again, $25; Herbert C. Paschen Employees Association 
Fund, $300; 36th Ward Regular Democratic Organization, $25; Ley- 
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den Township Regular Democratic Organization, $20; William Erick- 
son Day, again, $30, making the totals that I gave to you a few min- 
utes ago. . 

Do you think what your bank has done here—these were all paid by 
the bank, were they not, not aan personally ¢ 

Mr. Russexi. All by the bank. 

Senator SparKMAN. These are bank expenses ? 

Mr. Russexu. Yes. 

Senator SpaRKMAN. Passed by State auditors, State examiners when 
they examined your accounts? Have they been approved ¢ 

Mr. Russet. I don’t know whether you would call it approved but 
they examined them. 

nator SpaRKMAN. Nobody has raised any objection to them at any 
time? 

Mr. Russet. No, sir. 

Senator Sparkman. They stand as having been paid by the bank as 
such ¢ 

Mr. Russexu. Yes, sir. 

Senator Sparkman. Do you think that the experience of your bank 
is a typical experience of banks throughout the area ¢ 

Mr. Russexx. I think that most banks make similar contributions. 

Senator Sparkman. That is what Imean. In other words, yours is 
not a standout example? 

Mr. Russetx. No, I don’t believe so. No, I don’t believe so, Sen- 
ator. 

Senator Sparkman. You think it is pretty much typical. Do you 
give more than other banks, or do you think you give at about the same 
amount that they do? 

Mr. Russet. I think ours would be about the same ratio. 

Senator Sparkman. Is there a difference as between banks, big 
banks and little banks, as to the amount? I am not talking now with 
reference to these welfare funds, you explained that that went on the 
basis of one-tenth of 1 percent, but when it comes to these political 
contributions and to these golf day and dinner benefits and so forth, 
-“ big banks usually required or expected to give more than smaller 

anks 

Mr. Russetz. I don’t know whether they give at all, Senator. I 
understand that there is some provision in the National Banking Act 
that prohibits contributions by national banks. 

Senator Sparkman. That is, political contributions? 

Mr. Russewy. Yes, sir. 

Senator Sparkman. That certainly is true, but as among State 
banks where that prohibition does not apply, is there any scale or is it 
just left up to your discretion as to how much is to be given? 

Mr. Russet. It is just—— 

Senator Sparkman. Do they suggest to you that a bank of your 
size ought to give so much ? 

Mr. Russeit. No, Senator. 

_ Senator Sparkman. Mr. Russell, do you feel that perhaps the feel- 
ing has grown up that banks are an easy touch for this type of con- 
tribution ? 

Mr. Russer. IT don’t think quite in that sense, Senator, but you 
have this situation. You have many customers in a bank who are 
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associated with one political group or another, and they will ask their 
bank for contributions. 


Senator Sparkman. Are other types of business approached in the 
same manner ¢ 


Mr. Russexx. I think that large organizations possibly do make 
contributions. 

Senator SparkMAN. Do you regard these contributions more or less 
to represent an expenditure that you would be expected to make filling 
the place that you do in the community; is that right? 

Mr. Russetu. Yes, Senator. 

Mr. Wa.uace. Just one other thing, Mr. Chairman. I said a while 
ago that Mr. Ropa was identified as the county clerk, whereas he is 
actually the county recorder, and Mr. Eddie Barrett is the county 
clerk. Also, Mr. P. J. Cullerton was identified as a Republican. Mr. 
Cullerton is a Democrat. 

Senator Sparkman. Mr. Russell, I want to go into one other thing 
very briefly Again, let me say that our committee is out here trying 
to do a serious Job. We are concerned about the conduct of FDIC, 
the Federal Deposit Insurance Corporation; we are concerned with 
the liabilities that may be built up against the insurance fund which, 
after all, is paid for by the depositors, and is there for the purpose of 
giving protection to the depositors. I think it is generally accepted 
throughout the country by depositors that their deposits in banks up 
to the amount of $10,000 in any one account are protected. 

We are eager to see that at no time is this insurance fund impaired, 
but that it is maintained strong. We believe that there ought to be 
sound banking practices certainly in connection with any bank that 
relies, or whose depositors rely on this insurance fund. I think it is 
pertinent to have all of these facts that we have brought out as a part 
of the record to help us in deciding whether or not can ought to be 
amendments to the law. 

Mr. Russell, I want to ask you briefly about something that appeared 
in the papers today, and that is a shortage in the Elmwood Park Bank, 
$26,600, according to the headline. 

I hasten to say that the bank is fully insured. I wonder if you 
could give us some light as to how that shortage came about? 

Mr. Russert. How it came about? 

Senator Sparkman. Yes; how it happened. 

Mr. Russety. Well, we are in the process now of determining that. 
The story is simply that the head teller turned over his cage to a sub- 
stitute teller on Saturday, and apparently was short $26,600 in his 
cage, and when the boy finished his work on Monday that amount of 
money was missing. t don’t know how long it has been going on, and 
I don’t know what method he penevered. 

The statements I have obtained up to this point do not seem to me 
to be the truth. 

Senator SparKMAN. Does not what? 

Mr. Russetu. Does not seem to me to be the truth, the whole truth 


et. 
Senator Sparkman. You mean the story that was given in the 
yaper ? 
Mr. Russeiy. No, no, I say we have a shortage of $26,600, but the 
modus operandi of the shortage I don’t know. 
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Senator Sparkman. Of course the only thing I was going by, and 
I am not trying to interfere with any of the agencies that are working 
on the case, I was going merely by the newspaper story which related 
that it probably resulted from the handling of deposits and holding 
back, as I take it, of deposit slips. 

Mr. Russewu. I can find no evidence of that at this point. 

Senator SparKMAN. In other words, you do not know yet, then, just 
how it happened ? er 

Mr. Russex. I am not fully certain of his modus operandi, no. We 
are in the process of cng Sa phase of it right now. 

Mr. Watxace. I may say, Mr. Chairman, that, as I think you know 
because you discussed it with Senator Fulbright the last night he was 
here, not only does the committee not want to interfere with the execu- 
tive processes in this regard, but we actually helped them because 
when Senator Fulbright learned of the shortage he immediately con- 
tacted the Federal Deposit Insurance Corporation and let them handle 
the situation. 

Senator SparkMAN. Anything further, Mr. Wallace? 

Mr. Watxace. I would like to go back for a moment, Mr. Russell, 
to Mr. Orville ee Did Mr. Orville Hodge ever make a loan 
at the Elmwood Bank ? 

Mr. Russet. No, sir. 

Mr. Watuace. Did he ever attempt to make a loan at the Elmwood 
Bank? 

Mr. Russett. Yes, in a somewhat indirect way. He called me one 
day from Springfield and told me that he was interested in a company 
designated as the Alton Wood River Development Co. 

Mr. Watxiace. The Alton Wood River Development Co. ? 

Mr. Russeii. Alton Wood River Development Corp., a company, 
and that he wanted to have the coepeny make a loan, and he would 
furnish the collateral, individual collateral of his, and I asked him 
what form the collateral took. He said it was marketable securities, 
and I said, “Is it good marketable collateral?” And he said, “Yes.” 

I said, “Well, if you will send me the list of the collateral I will 
submit the matter to our loan and discount committee.” 

I did submit it, and we all agreed that the collateral was not of the 
nature that we desired for that type of a loan, and we turned it down. 

Mr. Wattace. How much was the loan to be? 

Mr. Russetx. $80,000. 

Mr. Wantace. $80,000, and the loan was to be for the Alton Wood 
River Development Co. which, as I understand it, builds homes and 
was Mr. Hodge’s company with other people; is that correct? 

Mr. Russeixi. That is correct, Mr. Wallace, 

Mr. Wau.ace. He was going to put up his own securities as col- 
lateral for the loan ? 

Mr. Russetn. Yes, Mr. Wallace. 

Mr. Watxace. He told you these were marketable securities, and 
you said if this was the case you would be glad to consider them. 

Mr. Russett, Yes, Mr. Wallace. 

Mr. Watiacg. Who brought this list of securities to you? 

Mr. Russet. It was mailed to me from Springfield. 

Mr. Watxace. Oh, it was mailed from Springfield? 

Mr. Russern. Yes. 

Mr. Wattace. What type of securities were they ? 
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Mr. Russet. Well, it was mostly in small corporations. 

Mr. Wattace. Were they listed securities, listed on the New York 
Stock Exchange or the Midwest Stock Exchange? 

Mr. Russeww. To the best of my recollection some of it was listed 
on the American Stock Exchange, some of it was listed in Toronto, 
and the rest of it was unlisted securities, over-the-counter securities, 

Mr. Wauwace. Most of them were unlisted securities ? 

Mr. Russeii. Yes, Mr. Wallace. 

Mr. Watuuace. Or over-the-counter. Over-the-counter means un- 
listed, doesn’t it ? 

Mr. Russexii. Well, in effect, yes. 

Mr. Watuace. When you saw this list of securities what did you 
do? 

Mr. Russetu. We discussed it at a loan committee meeting, and we 
felt that a loan of that size was not warranted in the light of the 
nature of the collateral, that it would be too hard to liquidate if the 
loan became delinquent. 

Mr. Watxace. Did you think the loan requested by Orville Hodge 
might possibly become delinquent at that time ? 

Mr. Russe.u. Well, it was my understanding that the loan was to 
be made to Alton Wood River Developnint Co. I didn’t consider it 


a loan to Hodge, although he was putting up the collateral. 

Mr. Wautace. He was a part of 

Mr. Russexu. Yes. 

Mr. Watxace. This is very important, Mr. Russell, because others 
have testified that collateral doesn’t make too much difference, because 
Orville Hodge was known as a man of means, and it was good to 


the company, you knew that? 


make him a loan, but you turned this loan down, as I understand it. 

Mr. Russewx. It was a loan that was going to be made to a company 
in which Mr. Hodge was interested. 

Mr. Wauwace. But after you saw the securities you decided they 
were not adequate collateral for the loan ? 

Mr. Russeiu. For an $80,000 loan in a bank our size; yes, sir. 

Mr. Waxuiace. And you turned it down? 

Mr. Russe. Yes, sir. 

Mr. WAHIAGR. Did the Alton Wood River Co. ever have an account 
with you? 

Mr. Russeiu. Yes, sir; when I got the list of securities they sent 
me up the signature card and the resolution form to open an account. 

Mr. Wauuace. Did they write a check on that account ? 

Mr. Russet. The day after the loan—a day or 2 days after the 
loan was turned down a check did come up. 

Mr. Wauuace. How much was the oa 

Mr. Russeiz. For $10,000. 

Mr. Watiace. $10,000? 

Mr. Russewu. Yes, sir. 

Mr. Wauxace. How much money did they have in the account? 

Mr. Russex.. They had no money in the account because they con- 
templated that the $80,000 coneean of the loan would be deposited 
to the account. 

Mr. Wau.ace. In other words, apparently Mr. Hodge was so confi- 
dent that you would approve this loan that they went ahead and wrote 
a check on an account which they expected to have there. But ap- 
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parently you fooled them; they didn’t have an account there; is that 
correct ¢ 
Mr. Russeux. I don’t know if Mr. Hodge was so confident. He ma 
have told them that he was arranging for the loan and to put the chec 
hrough. 
Mre Watiace. What did you do when this check came through and 
there were no funds in the account ? : 

Mr. Russetu. I called Mr. Hodge and told him that I had received 
the check and that unless the $10,000 was deposited to the account 
that day it would have to go back as a return item. 

Mr. Wattace. Did they cover it; did they put the $10,000 in? 

Mr. Russetn. Yes, sir. 

Mr. Watxace. Do you know how they got it? 

Mr. Russet. No,sir. Ididn’tthen. I know now. 

Mr. Wattace. You know now ? 

Mr. Russexu. Yes. 

Mr. Wauuiace. As a matter of fact in this particular situation I 
think that they sent the same securities over to another bank located 
at 68th and Stony Island Avenuue, and they approved the same loan 
that you turned down. 

Mr. Russeix. I don’t know that, sir. 

Mr. Watxace. We do. Was that the only business dealing Mr. 
Hodge ever had with your bank? 

Mr. Russetz. Yes, sir. 

Senator Sparkman. Mr. Rogers. 

Mr. Roeers. Mr. Russell, were you contacted pesponetiy in regard 
to the contributions to the Brenza employees fund ? 

Mr. Russexy. Now, it is my recollection I was not. 

Mr. Rogers. Do you know who was in your bank? 

Mr. Russeti. Yes; the vice president of the bank, and Mr. Clausen 
who had been with the former bank. 

Mr. Rogers. Do you know who contacted him ? 

Mr. Russetz. I think that a Mr. Kolar had worked there for many 
years and handled the welfare fund and made the contact. 

Mr. Rocers. Is the same thing true in the case of the Paschen em- 
ployees fund ? 

Mr. Russerz. Yes, sir. 

Mr. Rogers. That Mr. Clausen was contacted by Mr. Kolar? 

Mr. Russety. Yes, sir. 

Mr. Rogers. To your knowledge? 

Mr. Russeiy, Yes, sir. 

Mr. Rogers. Did you ever discuss the Paschen employees fund with 
Mr. Sullivan? 

Mr. Russetn. I don’t know whether I did or not. I know that— 
I knew that it was there; I may have discussed it with John. John 
may have told me the pu of it. 

Mr. Rogers. Did you know he was the president of the fund or 
officer helping run it? 

_ Mr. Russert. No; I didn’t know that John was particularly help- 
“ it, but I thought that if it was there he knew about it. 
r. Rogers. Thank you. 

Mr. Wattace. Back just a minute, what was the date of this appli- 
= for an $80,000 loan for the Alton Wood River Development 

orp. 
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Mr. Russett. It was some time in July of 1955. 

Mr. Wauuace. July 1955? 

Mr. Russexu. Yes . 

Mr. Wattace. Who with the FDIC actually did the negotiations 
on behalf of the bank, the liquidation proceedings with respect to these 
mortgages that were sold to you? As I understand it, the people who 
were here before you testified that they approached you with respect 
to buying these mortgages of the old bank, and that ultimately you 
did buy them for 98; is that correct? 

Mr. Russetx. Yes; we bought them for 98. 

Mr. Watxace. 98 cents on the dollar? 

Mr. Russetx. I don’t know, when you say the people that testified 
before me approached me—— 

Mr. Wattace. Who negotiated with you, who sold them to you? 

Mr. Russet. Oh, the liquidator. 

Mr. Wattace. Who was the liquidator? 

Mr. Russeit. Who was in charge of the liquidation at that time? 

Mr. Wattace. Who was that? 

Mr. Russevi. Oh, I worked with the man for 10 years and I—it 
slipped my mind for a minute. I will think about it. 

Mr. Watxace. Was it in the Chicago office? Was it Mr. Slocum? 

Mr. Russetu. Mr. Slocum. 

Mr. Watuace. He was the one that sold them to you? 

Mr. Russet... He and I were the ones that negotiated. 

Mr. Wattace. You negotiated with Mr. Slocum and arrived at the 
figure of 98 and consummated it at that price? 

Mr. Russe.t. We submitted bids to Mr. Slocum in writing, and he 
forwarded them to Washington, and our bid of 98 was approved. 

Mr. Wattace. Oh, I see, you bid 98 and gave your bid to Mr. Slo- 
cum, he forwarded it to Washington, and they approved it; that is 
the process ? 

Mr. Russext. Yes. 

Mr, Wauxace. Who would approve it in Washington ? 

Mr. Russeit. That would go into Mr. Tefft’s division, to the super- 
visor liquidator in charge of that liquidation. 

Mr. Wauuace. Did Mr. Tefft have the power to approve this, or does 
it have to be approved by the Board of Directors of the Federal De- 
posit Insurance Corporation ¢ 

Mr. Russe. It is approved by the Board of Directors of the FDIC. 

Mr. Wattace. Did Mr. Slocum say anything to you about Mr. O]- 
son’s efforts to sell these at other places for par? 

Mr. Russetu. Yes, he mentioned to me that attempts had been made 
by him and by Mr. Olson 

Mr. Wattace. As a matter of fact hadn’t Mr. Olson talked to you 
about the possibility of buying them for par? 

Mr. Russetx. The possibility of me buying them for par? 

Mr. Watuace. Yes, the bank? 

Mr. Russet. He may have told me that he thought we should pay 

ar. 
7 Mr. Watxace. Do you have any reason to believe that Mr. Slocum 
told you that Mr. Olson was trying to get par for these—and Mr. 
Olson has testified that he told this to Mr. Slocum. Is there any rea- 
son that the Board of Directors of the Federal Deposit Insurance Cor- 
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poration would not have known that there was a possibility that these 
mortgages might go for par? — 

Mr. Russet. These negotiations extended over quite a riod. Mr. 
Siocum was trying to get offers. I know that he contacted practically 
every mortgage house in aa Mr. Olson made attempts and no 
offer of a hundred was ever made. 

Mr. Wattace. Did Mr. Slocum ever contact anyone at the Belmont 
National Bank? 

Mr. Russetx. I don’t know. He may have. 

Mr. Wauiace. You say over quite an extended period of time. The 
bank opened on May 27, and these mortgages were sold some time in 
August, as I understand it. When did you buy them, do you recall? 

Mr. Russexu. Sometime in August. I would think it was rather 
extended negotiations over purchase of mortgages. We bought the 
mortgages at 4.67 return. 

Mr. Watxace. I believe Mr. Olson testified that when he talked with 
Mr. Slocum after he had finished getting offers of 100 cents on the 
dollar for all but, I think, the hotel mortgages, that Mr. Slocum said 
he had been called by Washington, that your bid of 98 had been 
approved. 

Mr. Russett. That is not true, Mr. Wallace. That is not true. 

Mr. Watuace. Can you tell us what is true? That is what we are 
trying to find out. 

‘Mr. Russet. All I know is what Mr. Slocum told me. He said that 
Mr. Olson had attempted to sell the mortgages and had gotten a bid 
for some of the group of mortgages of a hundred, which was not dif- 
ficult to understand, but that there was never any bid of a hundred 
for the whole portfolio, and I am not including the two hotel mort- 
cages. 
~ Mr. Waxiace. Oh, well, now, don’t misunderstand me, Mr. Russell. 
I am not saying that he had known that he could get a hundred for 
these mortgages at the time he sold them to you for 98 -—— 

Mr. Russevy. He didn’t know it afterward. 

Mr. Wauuace. He didn’t? 

Mr. Russet. No, there was never any such bid made, Mr. Wallace. 

Mr. Waxtace. There would not be much purpose in making a bid 
if they were already sold, would there ? 

Mr. Russet... No, I mean there was no bid made up to that time 
and there was no bid subsequently made at that price. 

Mr. Watxiace. Are you saying—— 

Mr. Russet. There were bids made for portions of the portfolio, 
parts. 

Mr. Wautace. How big a portion ? 

Mr. Russeti. Comparatively small. 

Mr. Wauxace. How big were the three hotel mortgages, what did 
they amount to? The total was $1,200,000, all mortgages. 

Mr. Russetx. That could have been right. I bought—we bought 
$980,000 of them. 

Mr. Waxiage. Then that would probably be—$980,000, roughly a 
million dollars, and the rest were Rotel mortgages, perhaps. 

Mr. Russetu. There were more than the hotel mortgages excluded 
from my purehase. There were certain that had been previously 
criticized by the examiners that I didn’t want to buy. 
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Mr. Watuace. Mr. Olson testified under oath that a part of the 
mortgages would have been taken by the Belmont Bank at par, and 
the West Irving Bank at a hundred and that Mr. Mason, now of 
the Devon-Northtown Bank, agreed finally to take the rest of them at 
a hundred. I think that would have been the hotel mortgages, but 
when he made this known ot Mr. Slocum and Mr. Olson tried to make 
this known to Mr. Slocum, it was too late, it had already been sold 
to you for 98. 

Mr. Russet. I wouldn’t want to refute Mr. Olson’s statement, but 
I never knew that there was any offer for the entire portfolio exclud- 
ing the hotel mortgages for 100 cents on the dollar. The return on 
the mortgages, Mr. Wallace, was 4.67, and you could buy VA mort- 
gages that were insured that would pay 4.50. 

fr. Watuace. Yes, but these were not new mortgages, which would 
bring a discount, normally. These were seasoned mortgages which 
had ben paid down considerably, as I understand it. 

Mr. Russeit. The portfolio was pretty well seasoned, but there 
were a great number of them in there that were comparatively small, 
that the servicing costs would override your interest return. 

Mr. Wattace. You did the negotiations with the FDIC for the 
mort gages, is that correct ¢ 

Mr. Russeiy. I submitted the final bid. The bids had previously 
been submitted by the bank. 

Mr. Wattace, Who negotiated on behalf of the bank with the FDIC 
with respect to the leasehold and physical facilities ¢ 

Mr. Russett. We had a committee, 

Mr. Wautace. A committee? 

Mr. Russe.u. There was Mr. Drexler, Mr. Giachini, Governor Green, 
and myself. 

Mr. Waxxace. Thank you, Mr. Russell. 

Senator SparkMAN. Thank you, Mr. Russell. 

Mr. Russetu. Thank you, Senator. 

Senator Sparkman. This afternoon we shall hope to hear from 
Mr. Arthur M. Wirtz, Mr. Clare T. Ireland, and Mr. John W. F. Smith. 

Let me ask, is any one of the three here now, Mr. Smith, Mr. 
Ireland, or Mr. Wirtz? If not, the committee will stand in recess 
until 2 : 30, 

(Whereupon a recess was taken at 1:20 p. m. until 2:30 p. m. of 
the same day, Friday, October 12, 1956.) 


AFTERNOON SESSION 


Senator Sparkman. Let the committee come to order, please. _ 

Our first witness will be Mr. Clare T. Ireland. Mr. Ireland, will you 
come around, please, sir? Mr. Ireland, will you hold up your right 
hand? 

Whereupon Clare T. Ireland was duly sworn as a witness by Senator 
Sparkman, and was examined and testified as follows: 


TESTIMONY OF CLARE T. IRELAND * 


Senator Sparkman. Mr. Ireland, for the benefit of the record, will 
you state your name, address, your present occupation, and some of 
your background ? 
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Mr. Irevann. My name is Clare T. Ireland, and I reside in Naper- 
ville, Tl. I’m a retired bank examiner. I was born in Washburn, 
Lll., 63 years ago. What else, sir? 

Senator SparkmaN. Did you give your present occupation ? 

Mr. Ireianp. Actually, sir, 1 have none. I’m a retired bank exam- 
iner at this time, 

Senator SparKmaAN. Oh, you’re a retired what? 

Mr. Iretanp. Bank examiner. 

Senator SparKMAN. Oh,Isee. I failed to get that part of it. 

All right, Mr. Ireland. Mr. Wallace will question you. 

Mr. Watxace. Mr. Ireland, your family is in the banking business; 
is it not? 

Mr. Irecanp. Yes, sir. 

Mr. Wattace. Whereabouts ? 

Mr. Irevanp. Washburn, Il. 

Mr. Wattace. Washburn, Ill.? When did you join the FDIC? 

Mr. Iretanp. October 15, 1933. 

Mr. Watace. It hadn’t been in organization very long, had it? 

Mr. Iretanv. I was one of the first persons to report at Springfield, 
Til. 

Mr. Waxxace. In what capacity did you join the FDIC? 

Mr. Iretanp. As a bank examiner. 

Mr. Wauiace. As an examiner? Where have you been located in 
the State of Illinois since you’ve been with the FDIC? Have you al- 
ways been in the Chicago office? 

Mr. Iretanp. No, sir; I’ve been headquartered in Springfield, 
Peoria, Washburn, back to Springfield, then to Chicago. 

Mr. Wautace. Did you leave the banking business when you joined 
the FDIC? 

Mr. Treianp. Yes, sir. 

Mr, Watxace. Where is Washburn located ? 

Mr. Iretanp. About 25 miles northeast of Peoria. 

oi Warzace. When did you come to the Chicago office of the 
FDIC? 

Mr. Irztanp. Do you mean duty in the office, sir, or to headquarters 
in Chicago? 

Mr. Waiace. Headquarters in Chicago. 

Mr. IreLanp. 1949. 

Mr. Wattace. 1949? 

Mr. Irenanp. Yes, sir. 

Mr. Watiace. You had been downstate before that time? 

Mr. Iretanp. Yes, sir. 

Mr. Watiace. When did you first meet Orville Hodge? 

Mr. Iretanp. I’m not certain as to the exact date. It was about 1935 
I think though. 

Mr, Watiace. How well did you know him? Did you-— 

Mr. Iretanp. Just knew him. 

Mr. Watxace. When did you first make an examination of the bank 
at 68th and Stony Island ? 

_ Mr. Iretranp. That I have no records to go on, sir. I would judge 
it was in 1949. TI have no records to go on. 

Mr. Wattace. You don’t recall? 

Mr. Iruianp. Sir? 

Mr. Watxace. You don’t recall ? 
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Mr. Iretanp. I couldn’t give you the exact date of it because I have 
no records on which to—— 

Mr. Wauuace. Did you examine the bank in 1953? 

Mr. Irecanp. Yes. 

Mr. Wautace. Was that the last time you examined the bank? 

Mr. Irewanp. Yes. 

Mr. Watuace. What is your position, or what was your position in 
the FDIC? What was your title? 

Mr. IreLanp. I think my title wassenior head examiner. 

Mr. Wautace. Senior head examiner ? 

Mr. Irexanp. I think so; yes. That is a title which comes with 
seniority in the division of examination. Otherwise I was classified 
as an office examiner. 

Mr. Watxace. Does a senior head examiner have examiners under 
him that he is responsible for ¢ 

Mr. Inecanp. Only in that part of my duties within the office was 
to make assignments. 

Mr. Watace. You assigned people? 

Mr. IrELaAnD. To make examinations. 

Mr. Wauace. Were any examinations submitted to you or did you 
clear them or did anyone discuss examinations with you? You as- 
signed an examiner to examine a bank. Did you have anything more 
to do with the examination procedure? 

Mr. IreLanp. Nothing other than make the assignment, 

Mr. Wattace. Did you make the assignments for the examination 
of the bank at 68th and Stony Island Avenue in November of 1955! 

Mr. Iretanv. I must have, sir, because that was part of my duties. 

Mr. Wattace. And again in March 1956? 

Mr. IreLanp. That—I wrote the assignment letters on it; yes, sir. 


Mr. Watiace. Were you aware of the criticisms of the practices of 
that bank ? 

Mr. Iretanp. Yes, sir. 

Mr. Wautace. Mr. Ireland, you retired from the FDIC? Have 
you? 

Mr. Ineianp. Yes, sir. 

Mr. Watxace. For the record, can you say what your plans were 
at the time you retired ? 

Mr. IreLay>. I don’t understand, sir. 

Mr. Wattace. Is there a bank in Naperville? Is there a new bank! 

Mr. Iretanp. I’m engaged in assisting a group of men starting a 
bank out there. 

Mr. Wautace. That’s what I understand. 

Mr. Irevanp. Yes. 

Mr. Wautace. You were interested in a bank after you resigned 
from the FDIC? You were interested in assisting a group of men 
forming a bank in Naperville, Ill. ? 

Mr. IreLanp. Yes, sir. 

Mr. Wattace. When did you first hear anyone mention the possi- 
bility of your going with the bank at 68th and Stony Island? 

Mr. IreLanv. You mean the first —— 

Mr. Wattace. The first time such a possibility was mentioned to 
you. 


Mr. Ireianp. Sometime in the spring. I can’t give you any exact 
date on it. 
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Mr. Watxace. Spring of this year? 

Mr. Iretanp. Yes, 1956. 2 

Mr. Wauxace. Was the occasion of that the criticism of the FDIC 
which would move out certain personnel causing a need for other 
personnel to take their place? asn’t Mr. Hintz executive vice presi- 
dent? Mr. Edward Hintz was executive vice president at that time? 

Mr. Iretann. Yes, sir. 

Mr. Watxace. And he became president of the bank later? 

Mr. IRELAND. Yes, sir. 

Mr. Watxace. He became president of the bank in an effort to meet 
some of the FDIC criticisms of the bank, did he not ? 

Mr. Irewanp. That—the underlying motive for that, sir, I don’t 
know, but I would judge that that was the—— 

Mr. Wattace. Wasn’t the FDIC critical of the top management of 
that bank? 

Mr. Ireranp. Very much so. 

Mr. Wattace. Didn’t the president of the bank resign as a result 
of this criticism and Mr. Hintz move from executive vice president up 
to the position of president of the bank? 

Mr. Irevanp. All I know about that is just from what happened. 
I don’t know what the reasons were. 

Mr. Wattace. Would you relate for the committee the circum- 
stances of when you first heard the possibility of your being offered 
a position at the bank arose? Could you tell us of that ? 

Mr. Iretanp. My recollection of that, sir, is that Ed Hintz called 
me and asked me if I would be interested and asked me to have dinner 
with Mr. Hintz and Leon Marcus. We discussed the proposition at 
that time, and I refused it. 

Mr. Watiace. Why did you refuse? Was it because of this other 
commitment ? 

Mr. Iretanp. No, sir; because I could have been released from the 
other commitment. 

Mr. Watxace. That’s what I mean. You were—— 

Mr. Iretanp. It was simply because I knew that I could not control 
Leon Marcus. 

Mr. Watxace. Oh, I was under the impression it was because you 
were pretty well set with this Naperville situation. 

Mr. IreLanp. I was, but that had been discussed in the meantime 
and I could have been released from that commitment. 

Mr. Wattace. Then you felt that you couldn’t control the majority 
stockholder of the bank so you—— 

Mr. Iretanp. That is correct. 

Mr. Watxace. Were salary or terms ever discussed at that first 
meeting ¢ 
Mr. Peinaaill Not at any time. 

Mr. Wautace, Never at any time? 

Mr. Iretanp. Not—— 

Mr. Watace. You refused. This was when? April or May? 
Mr. Iretanp. I’m sorry, sir, I can’t give you that exact date on that. 
Mr. Watxacg. It was in the eeiia 

Mr. IreLanp. It was in the spring, yes. 
Mr, Watxaceg. I think that’s enough for our purposes. When was 


the next time the possibility of your going with the bank was brought 
up? 





676 ILLINOIS BANKING SITUATION 


Mr. Ireianp. Oh, they called me I would say half a dozen times. 

Mr. Wa.xace. Intermittently ? 

Mr. Irevanp. Yes. 

Mr. Wattace. Did the number of calls increase after the other 
difficulties came to light? 

Mr, Irevanp. Sir? 

Mr. Watuiace. Did the number of calls requesting you to come to 
the bank increase after the check-cashing difficulties were brought to 
light ? 

Mr, Irevtanp. Not from the time that I saw that in the paper, I 
received no calls. 

Mr. Watxace. Oh, really? 

(Mr. Ireland nodding.) 

Mr. Wautace. What was the next oceasion where the possibility of 
your going with the bank was discussed seriously ? 

Mr. Iretanp. I was on leave for a week and received a call re- 
questing me to come to the FDIC office, and I went down there on 
Friday afternoon and walked into a meeting of the board of the 
Southmoor Bank. And they asked me if I would go down and try 
to clean the bank up. 

Mr. Watxiace. When was this? 

Mr. Iretanp. That was on a Friday afternoon, and I believe it was 
the 13th of July. 

Mr. Wattacz. This was after the other scandal had broken? 

Mr. Inexanp. Yes, sir. They asked me at that time if I would go 
down and try to clean the bank up. 

Mr. Wauuace. Was it Cane known at that time that the bank 
was having difficulties other than those involving the cashing of 
phony warrants? 

Mr. Iretanp. You mean was it known outside of the examining 
forces? 

Mr. Watuace. Yes. 

Mr. Irevanp. I don’t think it was. I doubt it. 

Mr. Wautace. Who did you talk to then? 

Mr. Iretanp. My recollection is that the entire board of directors 
was there that afternoon. 

Mr. Wattace. Mr. Hintz was no longer in the picture at this time? 

Mr. Irecanp. He was not there. 

Mr. Wautace. But the FDIC originally—you first. went to the 
FDIC and they suggested you ought to go down and help clean it 
up? TP’msorry. You went to the office of FDIC 

Mr. Ireianp. I was on leave, and I received a phone call asking me 
to come to the office. 

Mr. Wattace. I see. Go ahead, Mr. Rogers. 

Mr. Rogers. Weren’t the Southmoor directors having a board of 
directors’ meeting at the FDIC office? 

Mr. Irexanp. All I can give you is what I learned there—that they 
had had a previous meeting and had adjourned it to the FDIC offices. 
That came out. I knew nothing about the previous meeting. 

Mr. Rocers. They were having a meeting there? 

Mr. Ire.anp. It was adjourned meeting from the information I 
received. 

Mr. Wauuiace. Then your discussion was at the FDIC office with the 
board of directors of this bank? 
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Mr. Irewanp. Yes, sir, 

Mr. Watxace. And this was July 13? 

Mr. IreLanp. I’m very certain that I went down on the 16th of July 
which was a Monday, and the 13th would be the Friday preceding. 

Mr. Wauuace. What arguments did they give you to come with the 
bank? 

Mr. IreLAnp. Well, they told me the story then that Ed Hintz had 
resigned, that they had—were suffering a run as a result of the pub- 
licity, the cashing of the phony warrants, and that they were in 
trouble. 

Mr. Wauiace. And they needed your help? 

Mr. IreLanp. That was the information they gave me. 

Mr. Wauiacs. What did you agree to do? 

Mr. Irecanp. I agreed to go down and do the best I could to keep 
that bank open, with the agreement that I would be in complete charge. 

Mr. Wauxace. For how long a time? 

Mr. Iretanp. Till I got it cleaned up or got it—rather, not got it 
cleaned up but got it in shape to turn over to someone else. 

Mr. Wauiace. Did you ever buy any stock in the bank? 

Mr. Irevanp. I did not. 

Mr. Waxtace. You went down. How long did you think you’d be 
there? Several months? Or a year? 

Mr. IreLanp. No. 

Mr. Watxace. Was it a temporary thing as far as you were con- 
cerned or was it a permanent thing? 

Mr. IreLanp, No; I could either—if things went as I thought they 
would, I’d either have a bank in shape to hand to someone else inside 
of 2 months or I’d have a closed bank. 

Mr. Wauiace. Were you able to run the bank as you wanted to? 

Mr. Ireanp. I was very severely, not “severely,” but I was allowed 
to do as I pleased. 

Mr. Wautuace. You could do as you pleased ? 

Mr. Iretanp. Yes, six. 

Mr. Wauxace. There was no interference on the part of the majority 
stockholder ? 

~~ IreLanp. There were a couple of attempts but they didn’t get 
very far. 

Mr. Wattace. He had the control but he submitted to your direc- 
tion ¢ 

Mr. Iretanp. He provided for me proxies covering the major por- 
tion of the stock, which was one of the conditions that I made before 
I would go down there. 

Mr. Watxace. Did you write or sign a letter which appeared in the 
Chicago newspapers relating to that bank ¢ 

Mr. Irecanp. I signed it. I did not write it. 

Mr. Watxace. Did you agree with it? 

Mr. Iretanp. In principle; yes. 

Mr. Watxace. Did you know that it was going to be published in 
the form of a newspaper advertisement ? 

Mr. IreLanp. Tdidnot. 

Mr. Watiace. Do you think that such a letter—I think we have 
a copy of the letter in our other records, and of the advertisement, 
so we don’t need that now. But the letter was signed by you, and it 

83551—56—pt. 228 
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stated that the bank was in good hands, was insured up to $10,000, 
and then it hada P.S. on it: 

I have been associated with the Federal Deposit Insurance Corporation for 
several years in an examining capacity. 

Would you not think that the average reader of a newspaper would 
interpret that to mean that since you were connected with the FDIC 
that you were in a position to keep the bank safe ¢ 

Mr. Irevanp. Not at all, sir. I believed when I accepted the job 
down there that that bank had sufficient sound assets to pay its lia- 
bilities, and I still believe that. 

Mr. Watwace. The bank is now in new hands; is it not? I mean 
it has changed control ? 

Mr. IreLanp. I’m so informed by the newspapers. I know nothing 
else of that. 

Mr. Wattace. It’s our understanding. 

What were the conditions that dane you to leave the bank? 

Mr. IreLanp. My wife suffered a heart attack. 

Mr. Wautace. Oh. It had nothing to do with the—— 

Mr. Iretanp. It had nothing to do with the bank, and I was advised 
by the doctor that it was the direct result of her worry and tension 
over my connection with the bank. 

Mr. Wattace. But it had nothing to do with your bank? 

Mr. Iretanp. Nothing whatsoever, sir. 

Mr. Rogers. Just for the record, when was the date you submitted 
your resignation ? 

Mr. Irevanp. I feel certain, sir, it was the 13th of July. 

Mr. Rocrrs. No; that was the day you accepted. 

Mr. Irenanp. Sir? 

Mr. Rocers. That was the day you accepted the position. I said, 
“What was the date you submitted your resignation f°” 

Mr. IreLanp. Oh, at the bank? 

Mr. Rogers. Yes. 

Mr. Ire.anp. I believe I submitted it the Monday following Mrs. 
Treland’s heart attack, which was on a Saturday, and advised them that 
I would remain until they could secure—for a short period until they 
could secure someone to take my place. 

Mr. Rogers. That was July 23% 

Mr. Inetann. I believe it was the 23d, Mr. Rogers. 

Mr. Rocers. Then on August 7 I believe it was accepted when 
Mr. 

Mr. Iretanp. It didn’t make much difference to me when they 
accepted it. I was gone as soon as—— 

Mr. Rogers. Did you leave the bank on the 23d? 

Mr. Iretanp. No, no. I stayed there I think for 2 weeks longer 
until I knew that someone else was coming in. 

Mr. Wauuace. Didn’t you agree to stay until they got someone to 
take your place? 

Mr. Iretanp. I was informed that they had somebody. 

Mr. Rocers. Mr. Wallace asked you about meeting Mr. Hodge. 
I just wondered if you wanted to explain the circumstances for the 
record so you wouldn’t mislead the press here. 

Mr. Iretanp. I was examining a bank in southern Illinois. I 
think it was in 1935. I found Mr. Hodge’s notes in there. And 
through my efforts to run his notes out of the bank I met Mr. Hodge. 
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Mr. Rogers. I think he came and complained to you about your 
objection, didn’t he? 

Mr. Ireuanp. Well, I wasn’t a friend of his after that. 

Mr. Rocers. That’s all I have. 

Senator SparkMaN. You mean he changed his status in about 20 
years? Twenty years ago you threw his notes out. How much were 
they for? 

Mr. IreLanp. My recollection, Senator, is that it was about $26,000. 
Now, I’m a to draw on a very poor memory for that without 
having the old line sheets to go on. That’s just my recollection. 
That’s all. 

Senator SparKMAN. It came to that point that he could get a good 
bit more than that out of the bank ? 

Mr. Ire.anp. He did. 

Senator Sparkman, I have nothing further. 

Mr. Wauxace. I’d just like to develop some points here. The last 
time you examined the bank was 1953? 

Mr. IreLann. Yes, sir. 

Mr. Wauiace. You went with the bank temporarily approximately 
3 years later? 

Mr. IreLanp. Just slightly over 3. 

Mr. Wauuace. So even had your job been covered by the conflict- 
of-interest type of statute, it wouldn’t have covered you because it 
was 8 years later that you went with the bank? Is that not correct? 

Mr. IreLtanp. That—it was something over 3 years. 

Mr. Waxxace. In other words, I think the record should show that 
we don’t have a situation where Mr. Ireland examined a bank and then 
became the bank president. The intervening period of time was 
nearly 3 years, as I understand it, and I think it’s only fair the record 
should show that. 

Senator Sparkman. Thank you very much, Mr. Ireland. 

Mr. Irevann. Thank you, sir. 

Senator Sparkman. Mr. Arthur M. Wirtz. 

Mr. Wirtz, will you raise your right hand? 

Whereupon Arthur M. Wirtz was duly sworn as a witness by Sen- 
ator Sparkman, and was examined and testified as follows: 


TESTIMONY OF ARTHUR M. WIRTZ 


Senator SparKMAN, Be seated, please, sir. 

Mr. Wirtz, for the benefit of the record, will you state your name in 
full, your address, your present business, and some background ma- 
terial or information ? 

_ Mr. Wirtz. My name is Arthur M. Wirtz. My address is 3180 
Sheridan Road, Chicago, and I am president of Wirtz, Haynie & Ehrat, 
Inc., and we are engaged in the real-estate business. I’m also an officer 
and director of numerous other companies, but my principal business 
et the real-estate business, which I have been associated with for over 
30 years. 

Senator Sparkman. One of the companies that you’re connected 
with is the Bank of Elmwood Park? 

_ Mr. Wirrz. I am not connected with the Bank of Elmwood Park 
in any official capacity. Wirtz, Haynie & Ehrat, Inc., through its 
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subsidiary companies, have purchased stock in the bank, but I have 
personally never been active in the bank in any way. 

Senator Sparkman. Mr. Wallace will interrogate you, Mr. Wirtz. 

Mr. Watuace. Mr. Wirtz, for the record, you say you’re with Wirtz, 
Haynie & Ehrat. Does that Ehrat have any connection with the 
Ehret in Florida? ; 

Mr. Wrrrz. No. Mr. Ehrat who was formerly with our firm was 
William Ehrat, a different spelling, E-h-r-a-t. Mr. Ehrat passed 
away a few years ago, and there is no Mr. Ehrat with our firm. 

Mr. Watiace. You are a stockholder in the Elmwood Park Bank! 

Mr. Wirrz. Not personally. I hold stock in my name which be- 
longs to our companies. 

Mr. Wattace. How many shares of stock do you have control over 
through either yourself or your companies? ; 

Mr. Wrrrz. I don’t have the exact figure. It’s approximately at 
this time 26,500 shares. I’m only off a few shares one way or the 
other. That’s out of a total of 30,000 shares outstanding. 

Mr. Wat.ace. It’s between 85 and 90 percent of the control ? 

Mr. Wirtz. I think it’s about 87 percent, as I recall. 

Mr. Wattace. Are you a stockholder in any other bank? 

Mr. Wirrz. Yes. 

Mr. Wattace. Of which banks? 

Mr. Wirtz. Chicago National Bank. 

Mr. Wattace. Are you a director of that bank ! 

Mr. Wirtz, Yes. 

Mr. Wauxace. Are you a stockholder in First State Bank of Liber- 
tyville? 

ra Wrrrz. Yes, I think I have approximately 65 shares of very 
nominal value. I mean the total value of the stock is probably two 
or three thousand dollars, which I received some 20 years ago durin 
the bank failures when each depositor took a certain amount of stoc 
as part of their deposits to reopen the account. And I just kept this 
small amount of stock. - 

Mr. Watuace. Mr. Wirtz, you undoubtedly have a great many in- 
vestments either personally or through your company, but could you 
tell us what the major interests are outside of the real estate com- 
pany itself ? 

r. Wirtz. Well, my businesses tie principally into real estate, 
and they are in other real estate ownership—ownership of real estate 
properties. I’m president of the Bismarck Hotel, which is real estate. 
I'm president of the Chicago Stadium which is a piece of real estate 
that operates an arena with 20,000 seats. And I’m president of the 
Southern Rice Farms and Southern Rice Drying Corp. of Carlisle, 
Ark., where we I think are the leading rice farmers in Arkansas. And 
my interests primarily follow real estate. 

Mr. Watxace. Do you have any interests in downtown real estate 
in town here? 

Mr. Wirtz. Yes, the Bismarck Hotel is—now, when I say I have 
an interest, I have an interest through companies in which I have 
an interest. In other words, I’m president of Bismarck Hotel, which 
is the block on Randolph Street, and I’m also president of 333 North 
Michigan Avenue, which is a 34-story office building. . 

Mr. Wat ace. Is that the extent of your real estate in the Loop 
area ¢ 
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Tmrz. Well, that’s my—the extent of my real estate in the 
I = Now, across the river o the American Furniture Mart of which 
I’m the chairman of the board. — : saint 

Mr. Wauiace. Do you make investments outside of Illinois? 

Mr. Wirtz. Yes. . 

Mr. Watiace. How did you come to acquire an interest in the 
Chicago Stadium? — , ‘ t . 

Mr. Wirerz. Back in 19—I acquired my interest in Chicago Stadium 
back in 1935. It was March of 1935. The Chicago Stadium was built 
in the late 1920’s, opened in 1929, and with the depression encoun- 
tered financial difficulties. 

Mr. Waxtace. All I’m really driving at is did you acquire it through 
reorganization or receivership—— 

Mr. Wirrz. Yes, my associates and I put up the money to complete 
the reorganization back in March of 1935 and acquired the control 
through a plan of reorganization in the Federal court. 

Mr. Wauxace. That was all I was trying to get at. 

Did you acquire the Bismarck Hotel under similar circumstances? 

Mr. Wirrz. No, I did not. I purchased the controlling interest in 
the Bismarck Hotel stock principally from the [le icoily who were 
the owners of the hotel for a great many years. 

Mr. Watxace. I see. Do either you or your companies own any 
part of Madison Square Garden? 

Mr. Wirtz. Yes, we own stock. 

Mr. Wautace. How did you acquire that? 

Mr. Wirtz. Just bought it on the New York Stock Exchange. 

Mr. Wauxace. Oh, I see. When you acquired the Chicago Stadium 
on a reorganization setup as I understand 

Mr. Wirtz. In principle we put up $250,000 in cash and owed ap- 
proximately $2 million in mortgage indebtedness. 

Mr. Wattace. What other properties have you acquired which you 
have acquired on the basis of receivership or reorganization or bank- 
ruptcy or something of that type? The Chicago Stadium was ac- 
quired via that route. The Bismarck Hotel and the 

Mr. Wirtz. The Bismarck Hotel is free and clear of mortgage. It 
was made on a straight purchase agreement. ’ 

Mr. Wattace. What was this 34-story building? 

Mr. Wirtz. 333 North Michigan. 

Mr. Watace. Was that acquired by straight purchase ? 

Mr. Wirtz. Yes. 

Mr. Wattace. I see. 

Mr. Wirrz. In other words, one of my companies with which I am 
associated bought the controlling stock on the open market. 

Mr. Wautace. Then it’s unusual for you to acquire properties which 
have failed otherwise? The Chicago Stadium is an unusual thing? 

Mr. Wirtz. That is correct. 

Mr. Watace. I see. In other words, you generally make outright 
purehianet, like the Bismarck Hotel, stock in the Madison Square Gar- 

en—— 

Mr. Wirtz. We operate properties, and through the operation 
of properties several of our properties are successful. We accumulate . 


our earnings, and from time to time we reinvest our earnings in other 
properties. 
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Mr. Watuace. I see. When did you first become interested in ac- 
quiring an interest in the Bank of Elmwood Park? 

Mr. Wirtz. I believe it was May or thereabouts of 1953. 

Mr. Wattace. How did you find out about it? 

Mr. Wirtz. I read about it in the newspapers. 

Mr. Watiace. What did you do then after you read about it in 
the paper and became interested in it ? 

Mr. Wirtz. I was talking to a friend of mine, and we were dis- 
cussing the newspaper accounts of how the Bank of Elmwood Park 
had closed, and I think I made some casual statements: We had other 
real estate investments in the locality, that it was a shame that a pros- 

rous locality of this type which could well support a bank didn’ 
aa a bank that apparently was lacking in good management. And | 
expressed an interest that I felt this neighborhood had an opportunity 
of having a good bank, and since the old bank had closed that it might 
be well to explore the possibilities of seeing if it was possible to reopen 
a bank in the same locality. 

Mr. Watxace. Whom did you discuss the matter with? 

Mr. Wirtz. I discussed the matter with my own associates in my 
own office, and I also discussed it casually with Lester Armour. 

Mr. Wattace. You were associated with Mr. Armour since both of 
you were on the board of directors of the—— 

Mr. Wirtz. Chicago National Bank. 

Mr. Watxace. Chicago National Bank? Did Mr. Armour suggest 
to you that he knew Orville Hodge and that you could talk to him about 
it? 

Mr. Wirtz. No, I didn’t believe—I don’t recall that he did. I think 
it was a matter that he—that—well, I don’t know exactly how it came 
about, but that we ought to make an appointment and walk over and 
see Orville Hodge and discuss the matter with him. I don’t believe 
I knew Orville Hodge at that time. When I say I don’t believe, I 
meet so many people on a one-time introduction at the stadium that if 
I had met him at one of the rallies at the stadium I didn’t recall per- 
sonally ever having met him. 

And I went over to Orville Hodge’s office on Randolph Street with 
en and we had a 15-minute discussion with him about the 

ank, 

Mr. Watace. Did you make any proposals to Hodge? 

Mr. Wirtz. No, we asked him whether a new group could form a 
bank out in that neighborhood, and I think he mentioned that 2 or 
3 groups were trying to raise the capital to form a new bank and 
that to date none of them had been able to raise the necessary capital, 
and that he welcomed, if we wanted to form a group that would be 
interested in—he’d be interested in hearing from us further. 

Mr. Wattace. Did he tell you how much capital would be required 
to make any progress ? 

Mr. Wirtz. I don’t think that he stated any exact amount. I recall 
roughly that he mentioned that the old bank had a little less than a 
half million dollars in capital, the one that had closed, and that he 
felt that the FDIC would require any new bank going into that neigh- 
borhood having a larger capital than the old bank that was cl 

Now, I just vaguely remember that we tried to pin him down on 
a figure, and I think it was mentioned three-quarters of a million 





ILLINOIS BANKING SITUATION 683 


dollars or thereabouts. But he said that would be a matter for nego- 
tiations if we had a group that was interested in opening the bank. 
As I stated, we hadn’t —we were just exploring and didn’t have any 
group that was really interested. 

Mr. Wauxace. He said it would take $750,000 or $800,000 capital he 
thought ? 

Mr. Wirrz. Yes, I think he might have mentioned that there was 
some discussion of a million capital and I think I pointed out that no 
one would put up a million dollars capital in a small community and 
] think that his indication was that that was more or less the feeling 
of everybody that no one would be interested in putting up a million 
dollars, that it would be probably some lesser amount, but that would 
be a matter for the FDIC to determine depending on the group. 

And we never got down to any concrete amounts. Frankly, at 
three-quarters of a million dollars capital you would not have been 
justified in putting that much capital in a small bank in that neighbor- 
hood, and I would not have been the least bit interested, if that require- 
ment would have been a prerequisite. 

Mr. Watxace. Had you ever had any dealings with Mr. Hodge 
before this? 

Mr. Wirtz. I had no dealings with Mr. Hodge. The fact is a little 
bit to the contrary. As I have stated, I am president of Chicago 
Stadium, and in the spring of 1953 Mr. Hodge was very active in the 
State Legislature of Illinois in helping to lobby a $35 million conven- 


tion hall for the city of Chicago which would result in Chicago 
Stadium competing against a tax-free building, and I spoke in 1953 


at our legislature against this project, and Mr. Hodge was very active 
in sponsoring this project for the hotels and convention bureau. And 
while I had seen him down there we were decidedly on the opposite 
sides of the fence on a business that will—on this project, which in my 
opinion will ruin Chicago Stadium. And had I known Mr. Hodge 
owned any stock in this bank I would not have been in any way inter- 
ested in making any investments. 

Mr. Wauuace. In that first conversation with Mr. Hodge, did he 
say anything about any particular group that would probably get 
the new bank? 

Mr. Wirtz. No, he did not. He mentioned there was—I think he 
said 2 or 3 groups that had made inquiry, all of which groups had not 
been _ to fully subscribe their capital, so that they could make a 
firm offer. 

Mr. Watxace. Did Mr. Hodge su that if you wanted to invest 
in the bank you should get in touch with Mr. Dwight Green—Gov- 
ernor Green? 

Mr. Wirtz. No, he did not. He suggested if we were interested in 
making an offer he’d be glad to hear from us further. And our whole 
conference I don’t think lasted more than 15 or 20 minutes. 

Mr. Watxiace. When did you first learn that Hodge was an investor 
in the bank? 

Mr. Wirtz. I had heard rumblings about it. You see, his stock was 
in the name of Warren Smith, and I would say the summer of 1955. 

Mr. Wautxace. What was the date that H called you to discuss 
the selling of the stock which he owned ? 


us Wirtz. June 14o0r 15,1956. And I bought the stock the follow- 
ing day. 
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Mr. Waxtace. Going back to when the bank was organized, did 
you talk to Governor Green ? 

Mr. Wirtz. Yes. 

Mr. Wauxace. What offer did you make? 

Mr. Wirtz. A day or two after I had been at Mr. Hodge’s office 
I called Governor Green, whom I had known for a great many years, 
and asked him how he was getting along in forming a syndicate to 
reopen up a bank in Elmwood Park. He told me that he was still 
working on it, that the local group didn’t have enough money, and 
that he was hoping to interest some other people. I believe that he 
indicated that he had about, oh, two-thirds of the amount necessary 
to open—two-thirds to three-quarters. 

I indicated to him that I might be interested in making an investment 
if he’d want to tell me more about the deal, and I made an appointment 
to see him on the evening within 2 or 3 days later—one night at 
Chicago Stadium, where he outlined that he felt that if he could raise 
$600,000 in cash that the Federal Deposit Insurance Company might 
approve that as a prerequisite capital, that they were asking for more 
money but—and P think I discussed with him that I thought that 
amount was high considering the old bank had less than a half million 
in capital but that if he wanted to make an offer of $640,000 I would 
buy up to 7,000 shares of stock at $20 a share on that basis. 

Mr. Watxace. Did you take an active part in the management of 
the bank? 

Mr. Wrrrz. I made the stock purchase—I actually bought 6,075 
shares in the spring of 1953, and r never saw a statement, attended a 


stockholders’ meeting, or had anything to do with the bank except on 


1 or 2 occasions when I met Governor Green I asked him how the 
bank was getting along and paid no attention to it whatsoever until 
about December of 1954, which is about a year and a half later. 

Mr. Wauiace. December 1954? What happened then ? 

Mr. Wierz. Well, in December of 1954 I met Governor Green, and 
I think I asked him how-the bank was getting along, and I think we 
discussed the fact that since we owned 6,075 shares that we ought to 
have a director on the board, and it was agreed that Marvin Anthony, 
who is a vice president of Wirtz, Haynie & Ehrat, Inc., would be 
elected as director of the board. 

Mr. Watiace. Who was this? 

Mr. Wirtz. Marvin Anthony. In the annual stockholders’ meeting 
of January 1955. 

Mr. Wattace. When did you first substantially increase your hold- 
ings in that bank? 

Mr. Wirtz. Marvin Anthony went on the board in January of 1955, 
and about 3 or 4 months later Mr. Anthony reported at one of our 
office meetings that he felt that we either ought to increase our hold- 
ings in the bank stock—in the Bank of Elmwood Park—to a more 
aggressive position or sell our present holdings. And I met with an 
attorney in either late May or June of 1955, Peter Giachini, who 
represented stockholders and himself owning 8,925 shares. Mr. Gia- 
chini expressed a desire to either purchase the shares which were 
owned by our office so that he would have a stronger voice in the 
management of the stock, or he wanted to sell his holdings to us. 

Mr. Watxace. What was he willing to sell his stock for? 
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Mr. Wirrz. Mr. Giachini and I agreed that he would set a price 
on the 8,925 shares which he would be willing to take, and if I did not 
want to accept it I would agree to sell him our stock at that same 
figure, and the price was $27.50 share. Our office elected to buy his 
stock of 8,925 shares at $27.50 a share in June of 1955. 

That, incidentally, gave us 15,000 shares of stock in the bank, which 
was half the stock in the bank. 

Mr. Wauiace. This was when? 1955, June? 

Mr. Wirtz. June of 1955. 

Mr. Wauuace. How was your relationship with Hodge by this 
time? 

Mr. Wirtz. I had not seen—I might have seen Hodge once or twice, 
during this period. 

Mr. Wauxace. The legislation that you opposed was passed, was it 
not? 

Mr. Wirtz. Yes; it was. 

Mr. Watiace. Were you appointed to the planning commission for 
this—what’s it called ? 

Mr. Wirtz. Metropolitan Fair Association. 

Mr. WatiLace. Were you appointed to the commission for that? 

Mr. Wirtz. Yes; I have been. 

Mr. Wauiace. Did Hodge have anything to do with that? 

Mr. Wirtz. He did not. 

Mr. Wauiace. When was the next time you had any contact with 
Hodge? Wasn’t it when he called you to—— 

Mr. Wirtz. No; I saw him 3 or 4 times during the period after I 
bought the stock. 


Mr. Wauxace. Did he know you had bought the Giachini stock? 

Mr. Wirtz. Yes. 

Mr. Wauiace. What proportion of the shares did you hold after 
you purchased Giachini’s stock ? 

Mr. Wirtz. I mentioned that we owned 15,000 shares. 

Mr. Wauxace. Which is 50 percent? 

Mr. Wirrz. Out of a total of 30,000 shares. 

Mr, Wauiace. What were the occasions that you saw Mr. Hodge 
between June 1955 and June 1956? 

Mr. Wirtz. Well, we discussed—meetings that were set up in his 
oftice—I think I saw him in his office 2 or 3 occasions, at which time the 
affairs of the bank were discussed. And we also contemplated building 
a new building for the bank, and we were asking for permission to 
moye the bank across the street into a new building, and that was the 
occasion for our meeting in his office. We had to have the consent 
of the auditor’s office in order to move the bank across the street into 
a new building which we proposed to build. 

Mr. Waxiace. When was it that Hodge called you with respect to 
buying his stock ? 

Mr. Wirtz. On either June 14 or 15, 1956. This is this last June. 

Mr. Wautace. Was the transaction completed on the telephone call, 
or were there later-——— 

Mr. Wirz. No; I gota call from Mr. Hodge at Springfield, and he 
said he wanted to see me about an urgent matter, could I meet him. 
And I told him I would. 


Mr. Wauiace. He didn’t tell youat that time what it was about? 
Mr. Wirtz. No; he did not. 
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Mr. Wautace. Where did he meet you? 

Senator SparKMAN. Just a minute, please. Mr. Wirtz, I have an 
urgent call. If you have no objection, I'd be glad if you’d just continue 
with answering the questions. If not—I’ll ask that the committee 
stand in recess for just a few minutes, 2 or 3 minutes. 

(Whereupon, a short recess was taken. ) 

Senator Sparkman. Let the committee come to order. 

Allright, Mr. Wallace. 

Mr. Watiace. Mr. Wirtz, you were discussing the process followed. 
Tell us what happened after Orville Hodge called you on the telephone 
from Springfield and said he wanted to get together with you for 
some serious business. This was June 14 or 15, 1956? 

Mr. Wirtz. Yes, either one day, the 14th or 15th. I purchased the 
stock the next day, and I 

Mr. Wauuace. Tell us what happened when you met him. Where 
did you meet him ? 

Mr. Wrrrz. I told him I'd be glad to meet him. He told me he 
was tied up in Springfield, could he call me on that evening. I told 
him that I would be at home where he could call me. 

And he called me, and I went down to the Drake Hotel and met 
him at the Drake Hotel at 8 o’clock in the evening. Mr. Hodge stated 
to me that he owned 11,165 shares of stock in the Bank of Elmwood 
Park that was under the name of Warren Smith, who was a director 
of the bank. And this was the first time I really knew that he was 
= actual owner. I had suspected it for a matter of months prior to 
this time. 

Mr. Wattace. What proportion of the stock was that? 

Mr. Wirrz. Well, that would be 11,000 out of 30,000. Roughly 
thirty 

Mr. Watxace. Over a third? 

Mr. Wirz. Yes, slightly over a third. He told me that he had 
some financial problems and had to raise some money and would | 
purchase this stock. I asked him what price he had in mind for the 
stock, and he told me $27.50 a share. 

Mr. Wattace. Did he give you any reason for setting that par- 
ticular price? 

Mr. Wirtz. Mr. Hodge told me that he had to raise money and he 
seemed very distressed. The time before when I had seen him he 
was very neatly dressed and sober, and he seemed rather haggard, 
and he seemed very worried. And I tried to size up the situation 
that—it impressed me he was in serious trouble, and I was very re- 
lunctant about purchasing the stock. I didn’t know what was in 
back of wanting to raise this money, which was roughly $301,000, 
quickly. And I told him that I’d have to discuss the matter with the 
members of our office and that I would see whether I could swing or 
finance the deal. 

I went back to the office the next morning, called a meeting of my 
associates. I told them that I felt that Orville Hodge was in trouble 
and that I felt that if he was in trouble the Bank of Elmwood Park 
and the community it served would also be in trouble unless we pur- 
chased the stock. And after discussing the matter pro and con we 
agreed to purchase the stock at the offering price of $27.50. So that 
the stock would be in strong hands. And in doing so we would pro- 
tect our original investment and we would also protect the other 
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stockholders and be assured that this bank would not be involved in 
any difficulty. 

I had at that meeting our attorney who I particularly questioned 
about whether the title for this stock would be in any way questioned 
if the proceeds that Orville had acquired this stock with were from 
funds that were misappropriated. And our attorneys advised us that 
under the Negotiable urities Act that if we paid a fair price for 
the stock and purchased the transaction with the original certificates 
that it would be a good purchase. 

The following day or that night I called Orville Hodge at Spring- 
field and told him if he’d deliver the stock that we were prepared to 
close the purchase. And the stock was sent up here with a messenger, 
and I delivered a check—our firm check—to the Hodge Agency in the 
amount of $301,000. 

Immediately after delivering the check, or a couple of days later, 
I felt we owed it to the community to announce the purchase of this 
stock by our office. I did it for the purpose of wanting to express 
that our office was willing to invest $301,000 in the Bank of Elmwood 
Park. At that time the Hodge scandal had not broken, but there 
was a few—there was indications there was an investigation. 

Mr. Watiace. When was this? 

Mr. Wirtz. This was, oh, a few days after June 15. I felt that—I 
sat down with Warren Smith, who was the nominee of Orville Hodge, 
and had him make a press release that he was the nominee of Hodge, 
and we disclosed the fact that our office purchased the stock for the 
purpose of—from Orville Hodge’s nominee. 

Now, our office had all the stock they wanted in the Bank of Elm- 
wood Park. We did not buy this stock principally to increase our 
holdings. We bought it for the purpose of protecting the bank, and 
we intend to distribute this stock to reputable and responsible people 
in the community as soon as it is feasible. It is quite obvious that 
with all of the adverse publicity that this bank has gotten that we can- 
not at this time distribute the stock. But the Bank of Elmwood Park 
on their June 30 statement were 72 percent invested in cash and Gov- 
ernment-guaranteed obligations, and the bank is a sound bank which 
has never cashed any State warrants. I believe one of the former 
witnesses testified that no loans were ever made to Hodge. We were 
interested in giving this bank good, sound management, and at the 
first opportunity we intend to distribute this stock to reputable people 
in the community. 

Mr. Wautxace. At the time you talked with Mr. Hodge did you 
know anything of his difficulties? 

Mr. Wirtz. He didn’t mention wpeiens except he had to raise 
some money quick, and, as I said before, he looked haggard and he 
iooked like a man that was worried, who wasn’t telling me all of the 
facts. He had no reason to tell me. That I became cautious and told 
him that I would have to take the matter up with our office and discuss 
the matter before giving an answer. 

As I said before, I was cautious if the man was in trouble that I 
wanted to be sure in our purchasing the stock that we were not in any 
way jeopardizing our interest. 

Mr. Wautace. Had you learned or even had someone hint at Mr. 
Hodge’s difficulties other than Mr. Hodge? 
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Mr. Wirrz. There had been a few little squibs in the paper about 
investigations and I recall some column or something saying—quoting 
Orville Hodge that his office was in perfect condition, this was a slan- 
derous aan or some little thing. Just an indication. This is al] 
before it broke. But there had been a few little squibs that there was 
more to the investigation than had been published. 

Mr. WALLACE. § when you saw how haggard he was, what—— 

Mr. Wirtz. I just—I thought a man if everything was all right 
wouldn’t be that worried. 

Mr. Wauxace. In other words, you knew that his office was under 
investigation and he looked awfully haggard, so you figured some- 
thing was wrong ? 

Mr. Wirtz. That is correct. 

Mr. Wauiace. Had anyone told you or hinted to you that Mr. Hodge 
had asked him to honor one of the phony warrants ! 

Mr. Wirtz. To my knowledge no one was ever asked or to my know!- 
edge Mr. Hodge never asked anyone with the Bank of Elmwood Park 
to cash any warrants or honor any warrants. The fact is I have had 
a great deal of business experience. I just couldn’t conceive of any 
institution cashing those type of warrants. 

Mr. Watxace. Did anyone talk to you about it? 

Mr. Wirtz. No, never—you mean about any warrants? 

Mr. Watuace. About the difficulty Mr. Hodge was in. 

Mr. Wirtz. No. 

Mr. Wauxace. No one ever talked to you about it prior to the time 
you talked with Hodge? 

Mr. Wirtz. No. 

Mr. Wat.ace. Prior to that time you bought the stock? 

Mr. Wirtz. No. 

Mr. Watuace. Then these precautions you were taking such as 
consulting with your attorney whether it would be a bona fide sale 
should something go wrong with what Mr. Hodge was doing, did that 
inspire a feeling in you ¢ 

Mr. Wirtz. Yes. I will tell you very frankly. I did not want to 
get into the banking business as heavily as we are in it. Our purchases 
were made because we felt it was for the best interest of our stock- 
holdings and the community. If I had not sensed trouble I would 
not have purchased the stock, but I felt for the best interest of the 
community and to assure good management in the bank that we had no 
choice with our already large investment except to buy this block of 
Hodge’s stock, which I never did approve of his owning, and we 
distributed it in the community. 

Mr. Waxtace. You said you read of this investigation in the news- 
paper. Had you discussed it, any phase of Mr. Hodge’s operations, 
with anyone prior to the time you purchased the stock, other than 
your own group ? 

Mr. Wirz. No. 


Mr. Wattace. You are stating categorically, are you not, that you 
knew nothing of Hodge’s difficulties yo to the time you purchased 


the stock, other than having read in 

investigation going on; is that correct 
Mr. Wirtz. That is correct. And Iam going to tell this much : 

I was the most surprised, unguarded person up until this time. I 


newspaper that there was an 
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imew a great many people who knew Hodge. I had no reason to 
check into his background or financial responsibility, and I think 
that I just went along, I think, with all of the newspapers and the 
high standing that he had in the community. I had never seen any- 
thing in his background except of praise on the character and capa- 
bilities of the man. I had no reason to check it, but I was completely 
unaware that there was any possibility of anything being wrong in 
his office. 

Mr. Wautace. Did Mr. ee give you an explanation as to why 
he needed the money so quickly? 

Mr. Wirtz. No; he did not. He said that he had some matters, 
that it was very important that he had to raise some cash, and I think 
the fact that when I tried to interrogate him, and not getting any 
answer to why he needed it probably alerted me a little more. 

Mr. Watiace. Did he give you any indication that a scandal was 
breaking, other than being worried ? 

Mr. Wirtz. No. He assured me—I think I asked him, “Are you 
in any trouble?” He said, “Oh, no, I just have a couple of little 
problems, but my office is a hundred percent.” He assured me, and I 
think there had just been some newspaper articles about that same 
time where he had made a similar statement, that his office was not 
in any difficulty. 

Mr. Watiace. How much was it that you paid Mr. Hodge for the 
stock ¢ 

Mr. Wirtz. $27.50 a share. 

Mr. Wattace. Did you consider that a good price? 

Mr. Wirtz. No, I considered that price a little above the market, 
but I had never been happy about his owning stock in the bank, and I 
felt, if I paid him $25,000 more than the stock was worth, it was worth 
it in the overall picture to buy his stock and redistribute it in the 
community. 

Mr. Watiace. Had you known what was really happening you prob- 
ably could have gotten a little better price, couldn’t you? 

Mr. Wirrz. Looking at it now, I think I could have, although I 
think I did the right thing in buying it for the protection of the bank. 

Mr. Watiace. Have you sold any of the stock ? 

Mr. Wirtz. No. Frankly, with the publicity this bank has been 
getting, this bank never cashed any warrants or made any loans to 
Hodge, but it gets more adverse publicity than another bank which 
caused all the trouble, and I doubt whether many people would be 
interested in buying the stock at this time. 

Mr. Wauxiace. Was the stock any less valuable than that which 
you purchased from Giachini? You paid $27.50 for that, and bought 
Mr. Hodge out for $27. 

Mr. Wirtz. That is right. I don’t think you can figure values at 
50 cents a share. I think when I bought Giachini’s stock, I think 
conditions were a little more—I think there has been a little decline 
in the market generally during the interval in that period. I paid $27 
a share for Hodge’s stock and $27.50 for Giachini’s. I might have 
misquoted myself before. 

Mr. Watuace. Mr. Wirtz, that is all the questions I have at the 
moment. I would appreciate it if you would remain available to the 
committee. Would you do that? We have no more questions at the 
present time. 
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Mr. Wirtz. I will tell you what, here. I will be available on 
reasonable notice. 

Mr. Wautace. That is what I mean. 

Mr. Wirrz. In other words, I came in from St. Louis, and in the 
fall and winter season of the year, I am working out of town. Now, 
if it is necessary to come back, if you will let me know, I will be very 
happy to fly back. 

Mr. Wauxiace. You will receive a day’s notice. 

Senator Sparkman. We will give you reasonable notice. 

Mr. Wirtz. If you will just call my attorney, who you are ac- 
quainted with, he will immediately contact me, and I will let you 
know and be very happy to be helpful. 

Senator SPARKMAN. hank you very much, Mr. Wirtz. 


The committee now will stand in recess until 10 o’clock on next 
Monday, October 15. At that time we shall have testimony from Mr. 
Frank Frisk, Mr. Herbert C. Paschen, Mr. John E. Sullivan, and 
Mr. James A. Ronan. 

The committee will stand in recess at this time. 

(Whereupon a recess was taken until Monday, October 15, at 
10 a.m.) 
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MONDAY, OCTOBER 15, 1956 


Unirep Srates Senate, 
CoMMITTEE ON BANKING AND CURRENCY, 
Chicago, Ill. 

The committee met, pursuant to recess, in room 209, Federal Court 
Building, at 10:15 a. m., Senator John Sparkman presiding. 

Present: Senator Sparkman. 

Also present: Robert A. Wallace, staff director; Donald L. Rogers, 
counsel; Matthew Hale, counsel; J. H. Yingling, chief clerk; and 
James B. Cash, Jr., staff member. 

Senator SParKMAN. The committee will come to order. 

The first witness this morning will be Mr. Frank Frisk. 

Mr. Frisk, will you come around? Mr. Frisk, will you be sworn, 

lease # 
Whereupon, Frank Frisk was duly sworn as a witness by Senator 
Sparkman, and was examined and testified as follows: 


TESTIMONY OF FRANK FRISK 


Senator SPaRKMAN. Be seated, please. 

For the record, will you give your name, address, and present busi- 
ness connection and such background as you think may be helpful ? 

Mr. Frisk. I am 63 years old. I live at 432 Elmore Avenue, Park 
Ridge, Ill. I have lived in Chicago the greatest part of my life. 

After World War I, I started in the printing business and am now 
a director and stockholder in three Illinois corporations. 

Senator Sparkman. Mr. Frisk, are you a director in the Bank of 
Elmwood Park ? 

Mr. Frisk. I forgot that. 

Senator SparKMAN. What’s that? 

Mr. Frisk. Yes; I am. 

Senator Sparkman. Were you in the old bank or just in the re- 
organized bank? 

Mr. Frisk. I only was in the rorganized bank, sir. 

Senator SpaRKMAN. I only was in the reorganized bank, sir. 

Senator SpaRKMAN. You were not in the old bank ? 

Mr. Frisk. I was not in the old bank. 

Senator SparkMaN. And the newly organized bank is a completely 
different bank fromthe oldone? Is that right? 

Mr. Frisk. That’s correct. 

Senator SparKMAN. Mr. Frisk, before we start, as we’re starting out 
a new week of hearings, I think it might be well for me to state at 
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this point something that Senator Fulbright stated in opening these 
hearings. I think it’s well for us to keep this in mind. I shall read 
Senator Fulbright’s statement : 


At the outset I should like to say the bank is no longer in existence and that 
anything which may be said about it or about its successor, the Bank of Elmwood 
Park, should not be taken as a reflection upon the present status of that bank. 
I would appreciate it if any newspaper reports of these hearings would make this 
point clear. I know nothing of the present condition of that bank, and so far 
as I know there is nothing about it which should cause its depositors any 
concern. 

I suppose you did not hear that statement made when Senator Ful- 
bright first made it, but Ihave read it you. Asa director familiar with 
the present condition of the bank, is that a correct statement? 

Mr. Frisx. That is correct, Senator. 

Senator SparkMaN. How much banking experience have you had? 

Mr. Frisk. None. 

Senator SparkMAN. What? 

Mr. Frisk. None, 

Senator SpaRKMAN. Except asa director of this bank? 

Mr. Frisx. Correct. 

Senator Sparkman. Have you been regular in attendance at the 
meetings of the board of directors? 

Mr. Frisx. Oh, I attended most of the meetings of the board. 

Senator SparkmMAN. You have kept up with the condition of the 
bank ¢ 

Mr. Frisk. I have. 

Senator SparKMAN. You do regard the present bank at Elmwood 
Park as a good, sound banking institution? 

Mr. Frisk. Yes, Senator. 

Senator SparKMAN. The individual deposits, all accounts, are’ in- 
sured under FDIC up to the amount of $10,000? 

Mr. Frisx. That’s correct. 

Senator Sparkman. You have carried that insurance regularly 
since the reorganization? 

Mr. Frisx. That’s right; yes, sir. 

Senator Sparkman. And it is still carried ? 

Mr. Frisk. That’s correct, Senator. 

Senator Sparkman. Mr. Frisk, just reviewing a little bit of the 
testimony that Mr. Wirtz gave us—Mr. Wirtz, by the way; is the 
principal stockholder in the bank, according to his testimony. 

Mr. Frisk. That’s correct. 

Senator Sparkman. That’s correct, isn’t it? 

Mr. Frisx. That’s right. 

Senator Sparkman. He said, if I recall, that 72 percent of the 
assets of the bank consists of cash and Government securities. Is that 
correct ? 

Mr. Frisk. Well, Senator, I couldn’t swear to the percentage of it, 
but it’s thereabouts. 

Senator SparKMAN. He gave us the figure of 72 percent, and you 
know that certain 

Mr. Frisk. Well, he had it but I did not have it, Senator. 

Senator Sparkman. It would be, in your opinion 

Mr. Frisk. It’s my opinion that the bank is very liquid. 

Senator Sparkman. That the bank is what? 
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Mr. Frisx. Is very liquid. 

Senator SpaRKMAN. Is quite liquid? 

Mr. Frisk. Yes; it is. 

Senator Sparkman. Yes. And you think the practices that are 
carried on in the bank now conform to sound banking practices? 

Mr. Frisk. Very much, so Senator. 

Senator SparKMAN. I will ask Mr. Wallace to ask you questions. 

Mr. Wautace. Mr. Frisk, are you associated with the Frisk & 
Associates? Is that correct? 

Mr. Frisk. That’s correct, Senator—Mr, Wallace. 

Mr. Watiace. What isthat company! How did it come into being? 

Mr. Frisk. It’s an outcome of the Republic Printing Co. which I 
organized in 1923 and includes sianieal assets I liquidated 2 years 
ago. 

oor. Wattace. It’s a company which is a spinoff from the Republic 
Printing Co. of which you were formerly head ? 

Mr. Frisk. That’s correct. 

Mr. Waxiace. Would you tell us when you first heard of the Elm- 
wood Park Bank, the First State Bank of Elmwood Park. which is 
the old bank, being in difficulty ¢ 

Mr. Frisk. Mr. Wallace, I never knew that the First State Bank 
of Elmwood Park ever was in difficulty. 

Mr. Watxace. When did you first become aware of the existence of 
the Bank of Elmwood Park? 

Mr. Frisx. \Vell, when Governor Green came to me and asked me 
whether I would join him to organize a new bank. 

Mr. Wattace. Governor Green came to you and suggested that per- 
haps you might want tobe an associate of his and invest in the 
formation of a new bank to succeed the old bank of Elmwood Park? 
Is that correct ? 

Mr. Frisx. Well, not to succeed the old Bank of Elmwood Park, 
Just to form a new bank in Elmwood Park. 

Mr. Wauace. I see. But at the time Governor Green approached 
you the old Bank of. Elmwood, Park was closed, was it. not, and the 
new bank which was being formed by Governor Green and his group 
in effect. was a bank to take the place of that old bank, was it not? 

Mr. Frisk. That’s correct, Mr. Wallace, but I was one of the two 
directors who were elected after the first. meeting. Mr. Sullivan, who 
became president of the bank, and myself were the 2 directors. who 
were elected after the other 8 have been already elected. 

Mr. Watxace. As I understand it, when I talked to you privately 
before, you stated that you had nothing to do with the negotiations 


leading up to the creation of the new bank which Governor Green 
headed. 


Mr. Frisx. That’s correct. 

Mr. Waxxace. But that in late May or June you did participate 
in the subscription to provide the capital for the new Sank Is that 
correct ? 

Mr. Frisk. That’s right. In the latter part of May I subscribed 
to the stock of the-—— 

Mr. Watsace. What was the degree of your participation? How 
much money did you put up? 

Mr. Frisk. I bought 500 shares at that time, and afterwards bought 
600 more shares, which made 1,100 shares. 

83551—56—pt. 2——29 
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Mr. Wauace. A total of 1,100 shares. What was the price per 
share ¢ 

Mr. Frisk. I paid $20 a share for the first 500 shares, and I bought 
600 shares at $21 a share. 

Mr. Wattace. So you started out with about $10,000 in the original 
subscription ? 

Mr. Frisx. That’s correct. 

Mr. Watxiace. Then you bought additional shares, and you now 
hold, I understand, 1,250 shares. Is that correct? 

Mr. Frisk. Somewhere around 1,200. 

Mr. Watxacr. This is out of a total of 30,000 shares? 

Mr. Frisx. That is right. 

Mr. Wautace. You own 1,250? 

Mr. Frisk. I own 1,215 shares, Mr. Wallace. 

Mr. Wattace. I beg your pardon? 

Mr. Frisk. I own 1,215 shares. 

Mr. Wautace. Fifteen? I see. Are your shares voted in the so- 
called Green voting group ? 

Mr. Frisx. It was until it was dissolved. 

Mr. Wattace. I see. When did you first become a member of the 
board of directors of the bank ¢ 

Mr. Frisk. In May of 1953. 

Mr. Waxtace. You were one of the original board of directors 
then and have remained so until the present? 

Mr. Frisx. I was, Mr. Wallace, but I was not in on the original 
negates because I only was made a director a few days before the 

ank opened. 


Mr. Waxtace. I understand. In other words, you had nothing to 
do with the organization of the Bank of Elmwood Park which Gov- 
ernor Green and his group formed, but after it was formed you par- 
= in the subscription list and became a member of the board 

1 


of directors ? 
Mr. Frisk. Which is eorrect. 

Mr. Wattace. Mr. Frisk, can you tell us when you first discovered 
that Orville Hodge owned stock in this bank? 

Mr. FRisk. Well, I never knew that Orville Hodge owned any 
stock in the bank until I found out through the newspapers. 

Mr. Watiace. You read about it in the newspapers ? 

Mr. Frisk. That’s correct. 

Mr. Watxace. Is that this year. 

Mr. Frisk. That was this year. 

Mr. Watxace. Did you ever suspect—had you heard any gossip— 
that Orville Hodge—— 

Mr. Frisk. Yes; I did suspect that, Mr. Wallace, but I never could 
confirm it. 

Mr. Waxtace. Can you tell us what led you to suspect Orville 
Hodge might have an interest in the bank ? 

Mr. Frisk. Well, it’s pretty hard to tell. I really don’t know, but I 
just had the feeling that he did have an interest in the bank. 

Mr. Watiace. How long had rn known Orville Hodge? 

Mr. Frisk. I have known Orville Hodge for a een many years, Mr. 
Wallace. I would say I have known him for, oh, ever since the time 
Governor Green became Governor, which is in 1940-——— 

Mr. Waxace. 1940? 
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Mr. Frisk. 1941, I think. 

Mr. WALLACE. At that time he was in the State legislature? 

Mr. Frisx. That’s correct. 

Mr. Wautace. Did you ever stay at Mr. Hodge’s motel, the Esquire 
Apartment Hotel, in Fort Lauderdale, Fla. ¢ 

Mr. Frisk. Yes; I did. 

Mr. WALLACE. Were you a paying guest at the Esquire? 

Mr. Frisk. Oh, by all means. 

Mr. Watiace. It wasn’t on account? You paid for it? 

Mr. Frisk. No; I paid the full price. 

Mr. WALLACE. Why would you stay at the Esquire instead of some- 
place else in Florida? 

Mr. Frisk. Well, Orville Hodge was a very good friend of mine, 
and Ike Volz was a very good friend of mine. 

Mr. Watiace. Who? 

Mr. Frisk. Ike Volz. 

Mr. Watxace. Who was Ike Volz? 

Mr. Frisk. Ike Volz was Orville Hodge's private secretary and ad- 
ministrative assistant, and a good friend of mine for 30 years. 

Mr. Watxace. Is Mr. Volz.alive today ? 

Mr. Frisk. A lawyer? 

Mr. Wauuace. Alive. 

Mr. Frisk. Mr. Volz died here, I would say, about 3 months ago. 

Mr. Wauiace. Oh. He’s dead now? 

Mr. Frisk. Yes. 

Mr. Wauxace. I see. Well, was Mr. Volz ever an associate of Gov- 
ernor Green when he was Governor ? 

Mr. Frisk. That’s correct. .He was administrative assistant to 
Governor Green. 

Mr. Wauxace. What does it mean when you say a person is an ad- 
ministrative assistant of a governor? What does an administrative 
assistant do? 

Mr. Frisk. Well, it’s probably—takes the place of an executive 
secretary of some sort. 

= Wantace. Is it in the nature of private, confidential, secretarial 
wor 

Mr. Frisx. No; it isnot. It’s an appointed office. 

Mr. Warzace. It’s an appointive office, yes; but it’s on the staff of 
the Governor? 

Mr. Frisk. That’s right. 

Mr. Wauxace. The personal staff of the Governor? 

Mr. Frisk. That’s correct, 

Mr. Watiace. Did you know Mrs. Hodge? 

Mr. Frisk. Yes; I know Marge Hodge. 

Mr. Waxace. When did you meet Governor Green ? 

Mr. Frisk. Oh, I met Governor Green when he campaigned for 
mayor. 

Mr. Wattace. When he campaigned for mayor? 

Mr. Frisk. Yes. 

Mr. Wauxace. When did he run for mayor? 

Mr. Frisk, Oh, it was in the 1930’s, Mr. Wallace. 

Mr. Wauuace. 1939? 

Mr. Frisk. Somewhere around there; yes. 
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Mr. Watiace. Have you ever participated in any banking situa- 
tion before you got into the Elmwood Park Bank? 

Mr. Frisk. No; I have not, Mr. Wallace. 

Mr. Waxtace. Have you ever owned any other bank stock before? 

Mr. Frisk. Yes; I have. 

Mr. Watiace. What bank stock have you owned before you owned 
this in the Elmwood Park Bank? 

Mr. Frisk. Well, I owned stock in the reorganized bank of the Cen- 
tral Manufacturing Districts Bank, which reorganized—I have for- 
gotten the name. It’s the Central District Bank, I think. 

Mr. Watuace. I didn’t get the name of the bank. What was it? 

Mr. Frisk. The Central Manufacturing Districts Bank. 

Mr. Wauuace. Central Manufacturers District Bank ¢ 

Mr. Frisk. Yes. 

Mr. Watiace. When did you own stock in that bank? 

Mr. Frisx. Well, I did not own stock in that bank but I had a 
deposit in that bank which closed, and when the bank reopened I 
bought some stock in the new bank. <A very small amount. 

Mr. Watiace. You understand why this is a surprise to me, be- 
cause you told me privately that you hadn’t owned any stock in any 
other bank. 

Mr. Frisk. I didn’t say that. You asked me whether I had been 
connected with it. 

Mr. Wautace. I said, “Have you ever participated, owned any 
bank stock, or participated in a bank before?’ 

Mr. Frisk. Kou 

Mr. Watxace. You said, “No.” 

Mr. Frisx. You just asked me if I participated on the board of any 
other bank. That’s the way I understood it. 

Mr. Wattace. Oh. You must have misunderstood me. 

Mr. Frisk. I must have misunderstood. And I believe I own only 
about 25 shares in that bank. 

Mr. Wattace. I see. -Do you know Mr. Snyder? 

Mr. Frisk. Yes; I do. 

Mr. Watuace. Whoishe? Isthat Bud Snyder? 

Mr. Frisk. That’s Bud Snyder. 

Mr. Wattace. What bank is he connected with ? 

Mr. Frisk. He’s connected with the Continental Illinois National 
Bank & Trust Co. He’s secretary to Mr. Walter Cummings. 

Mr. Wauiace. Who is chairman of the board of that bank? 

Mr. Frisk. Walter Cummings. 

Mr. Wauxace. Walter Cummings? What was either Snyder’s or 
Cummings’ or Continental Illinois Bank’s interest in the wood 
Park Bank? 

Mr. Frisx. The only think I know about it, that they were the cor- 
mere a for the Bank of Elmwood Park. That’s all I do know 
about it. 

Mr. Wattace. Can you explain what is meant by the expression “a 
correspondent bank” ? 

Mr. Frisk. Well, I think that the Continental Bank held certain 
cash deposits of the Bank of Elmwood Park, but I really do not 
know the technical explanation for it. 

Mr. Wattace. In general, is it not a fact that a correspondent bank 
holds the deposits of the bank 
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Mr. Frisx. That’s right. dk ; 

Mr. Wauuace. And sometimes also participates in loans? 

Mr. Frisk. That’s correct. ; 114. 

Mr. Wauiace. Of a bank? The reason I’m asking this question is 
that it’s our understanding from the testimony we have received so 
far that both Mr. John Sullivan, who was an executive vice president 
and later president of the bank, and—no, Mr. John Sullivan, who was 
president of the bank and later director, and Mr. John Russell, who 
was executive vice president and later president of the bank, were 
suggested by Mr. Snyder of the Continental Illinois Bank, and I was 
just wondering what the connection was. But apparently, as I under- 
stand it, the Continental Illinois Bank was the correspondent bank of 
the Elmwood Park Bank. 

Did you participate in the selection of John Russell as executive 
vice president of the bank ¢ 

Mr. Frisk. Yes; I did. 

Mr. Watxtace. Was he recommended by Mr. Green—Governor 
Green ? 

Mr. Frisk. Well, I do not know who he was recommended by. His 
name went in the hopper, and I understand—I was not in on the 
original negotiations, but I understand that he first refused and 
that—I do not know—I guess at the end of May he became executive 
vice president of the bank. 

Mr. Rogers. Wouldn’t that have been August 1? 

Mr. Watiace. What was that? 

Senator Sparkman. He said it was August 1 rather than the end 
of May. 

Mr Fok: Just a minute. 

Mr. Wattace. Oh, I think that he’s talking about when they de- 
cided whether or not to hire him rather than when he actually went 
to the bank. 

Mr. Frisk. I think Russell was appointed at the end of June of 
1953. That’s it. 

Mr. Roerrs. He went to work August 1. 

Mr. Frisk. August 1? 

Senator Sparkman. As I remember, Mr. Russell testified that he 
gave notice of his termination with FDIC on June 30, to take effect 
at the close of business on July 31, and that he went to work with 
the bank on August 1. 

Mr. Frisk. I probably am confused by the dates, Senator. I do 
not know exactly when it was, but I do know I was present when he 
was selected out of a number of—I would say four—candidates, and 
he finally accepted the job. 

Mr. Wattace. Do you know Mr. Herbert Paschen ? 

Mr. Frisk. Slightly. 

Mr. Watiace. How did you know him? 

Mr. Frisk. I knew him through his uncle, Jake Paschen, who is a 
very good friend of mine. 


; * esc Did you ever do business with anyone in the Pasehen 
amily 

Mr. Frisk. I did business with Jake Paschen, who is connected 
with the construction company of Paschen Bros., and he and I have 
been very good friends for about 30 years. 
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Mr. Wautace. Do you own any stock in the Chicago, Aurora & 
Elgin Railroad ¢ 

Mr. Frisk. I do not. 

Mr. Watuiace. Do you know Mr. Arthur Wirtz? 

Mr. Frisx. Yes; I do. 

Mr. Watuace. How long have you known him? What I’m driviu 
at is: Do you know him through your connection with the Elmwo 
Park Bank, or had you known him before that? 

Mr. Frisk. I have known him long before then. 

Mr. Wattace. Did he ever talk to you about joining in this group 
to ee in the subscription of money for the new Elmwood Park 
Bank? 

Mr. Frisk. Yes, he did. 

Mr. Wattace. He wanted you to participate in it also? 

Mr. Frisk. Well, he did not ask me to participate in it, but he 
asked me whether I thought that it was a good investment for him to 
make. 

Mr. Watxace. Isee. He asked you for advice? 

Mr. Frisk. That’s right. 

Mr. Wauuace. Mr. Frisk, did you ever make a political contribu- 
tion to Mr. Ora Smith ? 

Mr. Frisk. I never did. 

Mr. Wauxace. Ora Smith was State treasurer from 1949 to 1950. 

Mr. Frisx. I know Mr: Smith. 

Mr. Wautace. Did you ever make any contributions to Mr. Stratton 
when he was treasurer or running for State treasurer? 

Mr. Frisk. No; I did not. 

Mr. Wauiace. When was he State treasurer—1951-52? 

Mr. Frisk. That’s correct, before he became governor. 

Mr. Watxace. Did he run for governor while he was treasurer! 

Mr. Frisx. I think so. 

Mr. Watiace. Did you make any contributions to him after he 
became treasurer but before he became governor ? 

Mr. Frisk. I made a contribution to him in the a while he 
was treasurer, but my contribtuion was made for his campaign for 
governor of the State. 

Mr. Wauuace. Oh,I see. Did you raise money for him ? 

Mr. Frisx. I did. 

Mr. Wauuace. How much did you raise? 

Mr. Frisk. Oh, not too much. About $3,500 or so, maybe $4,000. 
I don’t know. 

Mr. Watiace. Was it between $3,500 and $5,000? 

Mr. Frisx. I don’t think it quite reached the figure of $5,000. 

Mr. Wauiace. How much did you personally contribute? 

Mr. Frisk. Well, I think I gave him $500 for the primary and 
$1,000 for the election. 

Mr. Wautace. Why did you do this? Were you a personal friend 
of Mr. Stratton ? 

Mr. Frisk. Well, I was not only a personal friend of Mr. Stat- 
ton, but I’m a good Republican, and I’m always helping my party, 
and I thought Mr. Stratton was the best man to be elected ae esor 
Til Wastaca, Wine santiecliaaea in Cook 

r. WALLACE. o was Mr. n’s cam man. in 
County at that time? — _ 
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Mr. Frisk. [believe it was Charley Fleck. 

Mr. Wattace. Is he not a very good friend of yours? 

Mr. Frisk. Yes, he’sa very good friend of mine. 

Mr. Watxace. Did you contribute money because of your close- 
ness with Mr. Fleck, who was his campaign manager, or did you 
contribute it because of Mr. Stratton? 

Mr. Frisk. Well, I would say it worked both ways. 

Mr. Watzace. The reason I ask is in our private testimony you 
said that your main reason for raising money for Stratton was your 
closeness to Mr. Charles Fleck, who-was the campaign manager, and 
you said you wanted to hel 
” Mr. Frisx. I would say it was more Fleck. 

Mr. Watiace. Do you normally raise money for political cam- 
yaigns ¢ 
Mr. Frisx. No, donot. I’m nota politician, Mr. Wallace. 

Mr. Wauuace. Just in this particular situation ? 

Mr. Frisk. Well, I have raised money before. I helped Governor 
Green in his campaign, and I helped the Republican Party as a 
whole. I’ve beena Republican all my life. But I—— 

Mr. Wattace. You did it in this case because you were a personal 
friend of Fleck’s? 

Mr. Frisk. I beg-your pardon. 

Mr. Wattace. I think you stated one of the reasons you raised 
money in this particular situation was that you were a personal friend 
of Charles Fleck’s. 

Mr. Frisk. It was one of the reasons, Mr. Wallace. 

Mr. Wattace. Wasn’t he the only ward committeeman who was 
for Mr. Stratton at the primary ? 

Mr. Frisk. That’s correct. 

Mr. Wattace. All other49 were on the other side of the fence? 

Mr. Frisk. That’s right. 

Mr. Wautace. Did you ever raise money for or contribute to Elmer 
Hoffman? 

Mr. Frisk. I did not. 

Mr. Wautace. Did you ever raise money for or contribute to Mr. 
Warren Wright? 

Mr. Frisk. Well, if you call buying tickets for a dinner I would 
say yes, but that’s the only contribution I made. 

Mr. Watxace. This Million Friends for Warren Wright dinner? 

Mr. Frisk. That’s correct. 

Mr. Wattace. In that situation, as I recall it, you were a partici- 
pent in securing a table at which Governor Green and Mr. Drexler 
sat ¢ 

Mr. Frisx. That’s correct. 

Mr. Watxace. Elmer Hoffman was State treasurer when? 1953-54? 
And Warren Wright State treasurer 1955 and 1956? He’s the cur- 
rent State treasurer? 

Mr. Frisk. That’s correct. 

Mr. Wattace. You understand why we're asking you this. 

Mr. Frisk. That’s right. 

Mr. WALLAce. The State treasurers have a power to determine 
where State funds are put on deposit in banks. 

Mr. Frisx. That’s correct. 
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Mr. Wau.ace. Did you ever raise money from Mr. Michael Notaro? 

Mr. Frisx. For Michael Notaro? 

Mr. Watiace. No, from him. Do you know Michael Notaro? 

Mr. Frisk. Yes, I know Michael Notaro. 

Mr. Watxace. Who is he? 

Mr. Frisx. He’s president of the Statistical Tabulating Co. 

Mr. Wat.ace. Statistical Tabulating Co. ? 

Mr. Frisk. Yes. And also a former president of the Dlinois Ath- 
letic Club. 

Mr. Watace. Illinois Athletic Club? You’re a member of that 
club, are you not? 

: Mr. Frisk. I have been a member for a good many years, Mr. Wal- 
ace. 

Mr. Watuace. Is Mr. Fleck a member? 

Mr. Frisk. Yes, sir. 

Mr. Wauuace. Is Mr. Hodge a member? 

Mr. Frisk. I do not know, but T believe that the club made all State 
officials honorary members. 

Mr. Wauxiace. Mr. Edward A. Hintz was a member of that club? 

Mr. Frisk. Who? 

Mr. Wauiace. Edward A. Hintz. 
bean Frisk. Edward A, Hintz is the former president of the Illinois 

ub. 

Mr. Wautace. Michael Howlett a member of the club? 

Mr. Frisk. He is. 

Mr. Watuace. Herbert Paschen? 
oe Frisx. I do not know whether Herb is a member of the Illinois 

ub, 

Mr. Watuace. Getting back to Mr. Notaro, he’s president of the 
Statistical Tabulating Co. Weren't some of those fraudulent warrants 
made out to the Statistical Tabulating Co.? 

Mr. Frisx. I read that in the papers, yes. 

Mr. Watuace. I think, however, that that was merely because, as 
I understand it, Mr. Notaro did business with the State and it was 
Mr. Hodge’s practice to make the phony checks out to companies who 
were already doing business with the State. I presume so no one 
would notice it was any different than other checks. 

Did you know Mr. Hintz at the club? 

Mr. Frisx. Yes, I knew Mr. Ed Hintz. 

Mr. Wautace. Did he ever solicit you for money ? 

Mr. Frisk. He never did. 

Mr. Watxace. Did you ever solicit him for money ? 

Mr. Frisk. I don’t think so. 

Mr. Wauuace. Did you make any political contributions in 1955 to 
Mr. Fleck? 

Mr. Frisk. 1955? We didn’t have any election in 1955, Mr. 
Wallace. 

Mr. Waxace. It has been reported contributions nevertheless have 
been made in 1955. 

Mr. Frisk. I do not know of any such contributions . 

Mr. Wautace. You didn’t make any yourself? That’s all I’m 
asking. 

Mr. Frisk. No. 
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Mr. Watxiace. What position does Mr. Fleck hold? Charles Fleck. 

Mr. Frisk. Charles Fleck is public administrator for Cook County, 
A ar. Wanwace. Is he a ward committeeman ? 

Mr. Frisk. He is a ward committeeman, but I guess he resigned 
his post as alderman. 

Mr. Wauiace. What does a public administrator dof Do you 

snow ¢ 
. Mr. Frisk. Well, it’s pretty hard for me to explain. 

Mr. Watxace. Let me ask you if my understanding is correct that 
the public administrator is appointed by the governor to act as an 
administrator of estates for which they don’t have any heirs, 

Mr. Frisk. That’s correct. 

Mr. Waxtace. In general? 

Mr. Frisk. That’s right. 

Mr. Wauuiace. As a guardian or the trustee of funds from these 
various estates, does he have money which he could place in banks? 

Mr. Frisk. Yes, he has, 

Mr. Wantacs. Did you ever talk with Mr. Fleck about this money 
which he has available for deposit and whether he would put any in 
the Elmwood Bank? 

Mr. Frisk. I talked to him as I became a director of the Bank of 
Elmwood Park, and I asked him whether he would favor us with 
deposits, and he did. 

Mr. Wauxace. I didn’t get that. Would you repeat that? 

Mr. Frisx. After I became a director of the Bank of Elmwood Park 
I went to Charley Fleck and said, “Charley, would you help us out? 
We've got a new bank here. Would you put some of your money in 
this bank?” And he did. 

Mr. Wautace, Oh, this was right after you became a director? 

Mr. Frisx. That’s right. 

Mr. Wattace. In 1953? 

Mr. Frisk. Thai’s correct. 

ae Watiace. And you said what? You went to him and said 
what 

Mr. Frisx. I asked him whether he would be kind enough to put 
some of the public administrator’s money into the Bank of Elmwood 
Park. And he did. 

Mr. Wattace. How much money did he put in the bank? 

Me Frisk. Well, it totaled $800,000 at the time the account was 
closed. 

Mr. Watiace. This was in about the middle of 1953 that you con- 
tacted him? 

‘. a Frisk. It was—yes, just right after I became a director of the 
an 

Mr. Wauiace. When you went to Mr. Fleck, did you ask him if he 
would put some of this money in the bank? Did you point out to him 
that you had raised a considerable sum of money for Governor Strat- 
ton’s campaign of which he was the campaign manager ? 

Mr, Frisk. It had nothing to do with the contributions to Gover- 
nor Stratton. Charley Fleck is a good friend of mine and has 
been for a good many years. 


Mr. Watxace. You did this on this basis of your friendship for 
Mr. Fleck? 
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Mr. Frisk. Yes. 

Mr. Wattace. Didn’t it make Mr. Fleck a better campaign manager 
to have been able to receive contributions from you? 

Mr. Frisk. Well, Mr. Wallace, Mr. Fleck was not campaign man- 
ager at the time I became a director of the Bank of Elmwood Park. 

overnor Stratton was already governor. 

Mr. Wattace. He had been the year previously. What I’m driv- 
ing at is I’m trying to see if there’s any connection here between the 
fact that in 1952 you raised more than $3,500 for Mr. Fleck and in 
1953, 6 months later, you say, “How about putting some of this money 
in our bank?” and he does. 

Mr. Frisx. Well, it had no connection, Mr. Wallace. 

Mr. Watuace. He just did this because you’re a good friend of his, 
so you contributed $3,500 to this campaign which he was running, 
and he’s a good friend of yours, so he gives your bank $800,000 in 
deposits? Does that 7 pay any interest? Does the bank pay 
any interest on that money 

Mr. Frisk. No; they do not, because the money is not time sone 
And I wish to say this too: That the money is fully insured with the 
FDIC because on the books of the public administrator all the dif- 
ferent accounts are listed and they’re all less than $10,000. 

Mr. Wautace. We received testimony from another member of the 
board of directors of the Elmwood Park Bank, Mr. C. R. Mensik, last 
week, and he stated that on a million dollar deposit of interest-free 
money the bank could earn between $30,000 and $90,000 a year, de- 
pending upon how it was invested, and I would assume with $800,000 
you could make 80 percent of that amount or four-fifths of $30,000 to 
$90,000, which is a sizable amount of money to be made. I hope you 
can understand our interest as to whether there is a relati ip be- 
tween contributions to Mr. Fleck on the one hand and Mr. Fleck’s 
making available this money to you and your bank on the other. Is 
there any relationship? _ 

Mr. Frisk. There is not. And I wish to say this, Mr. Wallace, that 
Mr. Mensik was talking of building and loan associations and not of 
banks. Banks do not earn that kind of profits. 

Mr. Watuace. We didn’t say that you always earned that much. 
We were talking about the range. You earn, say, 3 percent on Gov- 
ernment bonds, and 3 percent would be $30,000 on a million dollars. 

Mr. Frisk. Yes. 

Mr. Wattace. However, if you put the money in a title I FHA home 
improvement loan, that earns 5 percent at a discount, which figures 
at a pure rate of 9.7 percent, which would be $97,000. Now, you’re not 
poing to put all your money in either Government bonds or title I 

ome improvement loans, but these are the two extremes, either Gov- 


ernment bonds at 3 percent or the title I at 9.7 percent, so somewhere 
in between. That’s why we agreed that the bank could earn between 
$30,000 and $90,000, which is a good deal of money even for a bank; 
is it not? 

Mr. Frisk. Well, Mr. ve were not time deposits. They 


were demand deposits and could be withdrawn at any time. If Char- 
ley Fleck would have put in $800,000 and said, “This money is going 
to stay in here for 2 years,” then we probably would have paid him an 
interest on that money. But as long as this money can be withdrawn 
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at any time, and it is withdrawn in installments, there is no bank that 
will pay any interest on a demand deposit. 

Mr. Watztace. He put this money in in 1953. Had he drawn any 
out since that time? I mean up until the Hodge scandal broke? Before 
that time had he drawn any money out ¢ 

Mr. Frisk. I do not know. I believe that in certain instances he 
probably withdrew some money to pay off the heirs or clear the estate, 
but I am not sure. I am not keeping close enough track in what’s 
going on. 

: Mr. Wautace. He could have kept that in an inactive account on 
demand deposit, which I think—— 

Mr. Frisk. Inactive account ? 

Mr. Watuace. Inactive account. He could not draw down on that 
money I think the records will show. 

However, even had he done so, you have no assurance from any de- 
positor, do you, that he might not draw out his money ! 

Mr. Frisk. Well, if we have a deposit from a savings account, if 
they don’t keep their money in the bank for 6 months, we’re not pay- 
ing him the interest on it. 

Mr. Wauiace. You weren’t paying any interest on this account 
whether they kept it 6 months or not. 

Mr. Frisk. ich is correct. 

Mr. Wattace. Is that correct ? 

Mr. Frisk. That’s correct. 

Mr. Wautace. Moreover, in the operation of a bank, if they buy ti- 
tle I paper, if the money was withdrawn, all they have to do is sell 
the paper. Isn’t that correct? 

Mr. Frisk. I know, but—— 

Mr. Watzace. If they keep it, then they make the money. 

_ Mr. Friex. They may have a request to sell the paper in too at that 
time. 

Mr. Wansace. I think what you’re talking about now is a general 
banking business. 

Mr. Frisk. That’s right. 

Mr. Watiace. But this account is no different really from any other 
account except for two things. One is that it’s in an inactive account, 
so it’s in the bank at no interest, and no checks are drawn against it. 
I mean the only time a check was drawn against it I think the records 
will show was when it was discovered that Orville Hodge owned a 
third of the bank, and so then Mr. Fleck became concerned and drew 
the money out. Isthat correct? 

Mr. Frisk. Well, I do not know. I believe that when certain es- 
tates are closed that the public administrator has to raise the money 
to pay whoever he’s got to pay it to. You know he does not keep that 
money. That money he collects is not his own money. It has to be 
paid to someone sometime. 

Mr. Wauxace. Mr. Frisk, I’m sorry about your reluctance to bri 
out before the hearings something which I think is important or 
would think that you would think was important also. For Sune, 


van I was questioning you in a private session, you said as fol- 
OWS: 


I did tell Charley Fleck, I said, “Charley, you know I am a good Republican, 


and you might as well help us out, because I’m able to help you out when you 
run for office.” 
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In other words, what I’m driving at was when you confronted Mr, 
Fleck with the idea of the possibility of putting money in the Elm- 
wood Park, wouldn’t it only be natural perhaps that you would point 
out that, “I have helped you; now you help me” ? 

Mr. Frisk. Well, that’s your conclusion, Mr. Wallace. I still say 
that I made this contribution not only for Fleck. I made it on 
account of my friendship with Stratton and being a good Republican. 

Mr. Wattace. But you stated a while ago that you don’t normally 
raise money, that you don’t normally raise money for politics, that you 
raised money for Charley Fleck when he was campaign manager for 
Governor Stratton and you raised money for Governor Green but 
that was all. 

Mr. Frisk. Well, I didn’t say that. I didn’t say that was all, Mr. 
Wallace. I raised some money before. 

Mr. Waixace. I understood you said those were the only people you 
raised money for. 

Mr. Frisk. Oh, I wouldn’t say that. Just my memory isn’t good 
enough. 

Mr. Wattace. Did you help Charley Fleck get a loan at. the bank? 

Mr. Frisk. I think that loan came up before a meeting of the board 
of directors, and the board approved the loan, and if I have the right 
recollection I think that loan has been repaid but I’m not sure. 

Mr. Wattace. It’s my understanding that you did help him get a 
loan—what was it? $20,000 or $10,000? 

Mr. Friss. I don’t remember, Mr. Wallace. I think it was $10,000. 
I’m pretty sure it was $10,000. But I think he made this loan direct 
with Mr. Russell. I don’t think he ever consulted me on it. 

Mr. Watxace. You don’t think what? 

Mr. Frisk. I don’t think he ever consulted me on making the loan. 
I think he made it direct with Mr. Russell. He called Mr. Russell 
and made the loan with him, and then it came up before the board, 
and we approved the loan. 

Mr. Watuace. Mr. Frisk, after you stated to me privately what I 
read in the record a while ago, you then said: “Charley and I have 
been friends for a good many years. I helped Charley get a Joan at 
the bank. I think $20,000 or $10,000.” 

Now you're telling us that Mr. Russell made the loan and you had 
nothing to do with it. Which one of these is the truth? 

Mr. Frisk. As a member of the board of directors I did have some- 
thing to do with it. 

Mr. Watiace. Well, all right. Then you did have something—— 

Mr. Frisk. That’s right. 

Mr. Wauuace. You helped him get the loan ? 

Mr. Frisk. That’s right, as a member of the board. 

Senator Sparkman. Mr. Rogers? 

Mr. Rogers. Mr. Frisk, I’d just like to clear up one point. Under 
the Federal Deposit Insurance Sats hee are pro ‘biter 4 from paying 
interest on demand deposits? Is that correct 

Mr. Frisk. I believe that’s correct. 

Mr. Wautace. I had one other thing I’d like to ask you, Mr. Frisk, 
and it was something which was reported in the press. Did you 
state to the members of the press that if a bank has public funds on 
deposit the politicians put the bee on you ? 

fr. Frisk. They what? 
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Mr. Watzace. The politicians put the bee on you if there are public 
funds on deposit in your bank ? 

Mr. Frisk. I don’t think I made such a statement, Mr. Wallace. 

Mr. Watuace. It was so reported in the press. But you say you did 
not make such a statement? 

Mr. Frisk. I don’t think I made that kind of statement. 

Mr. Waxtace. Did you at a later time make a statement that since 
you had talked with me and had also talked with the press that no 
one would talk with you any more? 

Mr. Frisk. Well 

Mr. Watiace. Did they finally come around and start talking to you 
again and forgive you? 

Mr. Frisk. I think that was a gross overstatement on the part of 
the reporter. I don’t think I ever made that kind of statement. ‘The 
statement I made was that when the reporters asked me about contri- 
butions all I had in mind is tickets for dinners—— 

Mr. Watiace. Oh. 

Mr. Frisk. Or tickets which I buy for any sort of occasion like a 
dinner or the Irish Fellowship Club, and that’s what I had in mind 
when I talked about they put the bee on you, because——— 

Mr. Wautace. In other words, when you are talking about the 
politicians putting the bee on, what you mean is for such things as 
golf days, testimonial dinners, advertisements, and so forth. 

Mr. Frisk. That’s right. And the way the account came in the 
papers it looked as if I had said the politicians would put the bee on 
me for making political contributions, which is absolutely incorrect. 

Mr. Wautacr. Actually what you. have said was the politicians put 
the bee on you to make contributions to these testimonial dinners and 
so forth? 

Mr. Frisk. Not only politicians, Mr. Wallace, but also civic and 
religious organizations. They all do that. 

Mr. Wauxace. I think we had read into the record a list of those the 


bank had made and that’s what you had reference to rather than 
political contributions ? 


Mr. Frisk. That’s correct. 

Mr. Wauiace. I'm glad to get that cleared up for the record. 

Senator SpaRKMAN. Mr. Frisk, in that connection, you are familiar 
with the hist of contributions from your bank that was brought out 
before this committee on last Friday, are you not? 

Mr. Frisk. Well, I really don’t know all the contributions the bank 
has made. I don’t think that all these donations come up before the 
meeting of the board of directors, and I’m not on the executive 
committee. 

Senator Sparkman. You saw some reference to it in the press? 

Mr. Frisk. I did not read them, Senator. 

Senator SparkMAN. You did not read it? 

Mr. Frisk. No. 

Senator Sparkman. The point I want to get is this: There are a 
great many items in there that point up the very thing you mentioned 
about the golf days and the dinners and the benefits, the testimonials, 
the testimonial dinners, and things of that kind. The question I want 
to ask you is this: Do you feel that your bank has conducted itself 
about the same as any other bank in this general community or sur- 
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roundings? In other words, was the action by your bank typical, do 
you think? 

Mr. Frisk. Well, Senator, I cannot answer that question because | 
do not know, but I do know that the members of the board—the execu- 
tive committee of the Bank of Elmwood Park—would not authorize 
any undue contributions to any—— 

Bemtine Sparkman. I did not mean to imply that these were not 
proper contributions. I don’t know that. I don’t know that. But 
what I’m trying to get at: Is this according to your understanding a 
common practice among the banks? 

Mr. Frisk. Well, Senator—— 

Senator Sparkman. In other words, yours was not the only one mak- 
ing this type of contribution ; was it? 

Mr. Frisk. I think it’s a common practice among banks to make 
contributions to golf days and dinners and benefits and se on and so 
forth. 

Senator Sparkman. You regard that as part of the responsibility of 
the bank to civic life ¢ 

Mr. Frisk. Well, at least it creates good will, Senator. 

Senator Sparkman. Yes. The point I’m trying to make is this: 
It happens that the only list of contributions that we put in the record, 
the only one that we’ve had available I suppose, is the list made by the 
Elmwood Park Bank. But I want to ndoctaeedl if that might very 
well be applied to any other bank around here. 

Mr. Frisk. Well, I would think so, Senator. 

Senator Sparkman. You would think so? 

Mr. Frisk. Yes. 


Senator Sparkman. You think it would apply to them regardless 
of size, big and little? 

Mr. Frisk. Well, I would say that the bigger bank has more money 
to contribute than a smaller bank. 

Senator Sparkman. The paeetes would be different, but the prac- 


tice would be the same in gene Is that right ? 

Mr. Frisk. Well, it all depends on the policy of the management. 
There are certain banks who are strait-laced, that they wouldn’t do 
anything for anybody, I would say. 

nator SparKMAN. And, of course, there’s a different requirement 
on national banks to that on State Sederessn 

Mr. Frisk. That’s right. 

Senator Sparkman. In Illinois? 

Mr. Frisx. That’s right. 

Senator Sparkman. You recognize that difference, too, do you not! 

Mr. Frisk. I do, Senator. y 

Senator Sparkman. Do you feel there is any difference in the prac- 
tice dependent oom whether or not a bank has public funds on.deposit! 

Mr. Frisx. Well, Senator, I believe most banks have public funds 
on deposit whether it’s the State, county, or city. 

Senator Sparkman. You think there is pretty general distribution 
of public funds among the banks? 

r. Frisk. I believe so, Senator; yes. 

Senator Sparkman. Do you feel that your bank was favored over 

and above another bank in like circumstance? 
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Mr. Frisk. I wouldn’t think so. Now, you take Charley Fleck’s 

loan. 1 think Charley Fleck has $4 million on deposit in the banks in 
0. 

oe SparKMAN. $4 million in the city of Chicago? 

Mr. Frisk. In the city of Chicago. 

Senator SparKMAN. It’s your understanding that that is pretty gen- 
erally distributed among all the banks? _ 

Mr. Frisk. I would say he had it distributed among several banks ; 


es. 

: Senator SparKMAN. Regardless of size? Would the big banks, such 
as the Continental Illinois National Bank & Trust Co., have some of 
the deposits too ? : : ! 

Mr. Frisk. Well, Senator, as I explained, the deposits of the public 
administrator are parceled into small items of less than $10,000, and 
it does not make any difference where he keeps his money. They’re 
fully insured. 

Senator Sparkman. Yes, I realize that is true, but what we're try- 
ing to find out is if there is any link, if there is any favoritism shown 
or if there is any link between the placing of public deposits and po- 
litical contributions or whatever you may call these different expendi- 
tures made by the bank. 

Mr. Frisk. Well, I don’t think so, Senator. I believe that the 
public administrator is going to favor his friends. Naturally you 
would and anybody else would under the same terms. 

Senator SparkMAN. Then you believe that had your bank not had 
any public deposits either from the State treasurer, the county treas- 
urer, or the public administrator your participation in civic activities 
and political activities, gold days, testimonial dinners, and so forth, 
would have been about the same 

Mr. Frisk. It would have been the same; yes. 

Senator SparkMAN. Would have been the same? 

Mr. Frisk. Because there would have been more reason to do it 
because you wanted to get some deposits. 

Senator Sparkman. In other words, you regard it not as being tied 
directly in that but as a kind of public relations job that the bank 
has to do? 

Mr. Frisk. That’s right. Not that they have to do it, but they cer- 
tainly don’t want to be called a cheapskate if you do not donate $10 
or $20 to a golf day. 

Senator Seokaeriin, All right, Mr. Wallace. 

_ Mr. Wattace. Mr. Frisk, how much did you say Mr. Fleck as pub- 
lic administrator had to piace on deposit? He’s Cook County Public 
Administrator, is he not 

Mr. Frisx. That’s right. 

Mr. Wattace. How much did you say he had to put—— 

Mr. Frisk. This is just from hearsay, Mr. Wallace. I believe he 
has close to $4 million on deposit. 

Mr. Wattace. That’s I think a pretty good estimate from hearsay. 
I think, however, that he has total assets of $414 million, but to‘al 
cash of about $314 million. How many banks are there in Gook 
County? Do you know? Sixty? Seventy-five? Does that sound 
about right? 

Mr. Frisk. Well, I wouldn’t know, Mr. Wallace. I really don’t 
know. You mean State banks? 
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Mr. Watuace. Referring to your statement a moment ago about the 
public relations angle and helping to get deposits, I wonder if you 
could comment on this situation; Your bank, out of $314 million Mr. 
Fleck had for deposit, had $800,000 and the Southmoor Bank had 
$1 million, for a total of $1.8 million out of $3.5 million in 2 banks. 
There are 50 percent of all the deposits in these two banks. Can you 
explain why that would be? 

Mr. Frisk. Well, Charley Fleck is very active in the Illinois Ath- 
letic Club and then Hintz was the president of the bank and I believe 
that there was some connection there that got that money in the bank. 

Mr. Wauxace. Mr. Fleck you think might have been distributing 
the money that way. You’re a member of the athletic club and Mr. 
Hintz is a member of the athletic club? 

Mr. Frisx. That’s right, and Charley Fleck is. 

Mr. Wau.ace. So that he put his money out in accordance with 
who was a member of the Illinois Athletic Club? 

Mr. Frisk. Well, Charley is very active. He’s a member—chair- 
man of the membership committee. And he and Hintz worked very 
close together on building up the club, and I believe that that had 
something to do with it. 

Mr. Wauxace, I see. 

Senator Sparkman. Anything else, Mr. Rogers? 

Mr. Rocers. No, thank you. 

Senator SparkMaAN. Thank you very much, Mr. Frisk. 

The committee will stand in recess for just 2 or 3 minutes, 

(Whereupon, a short recess was taken.) 

Senator Sparkman. The committee will come to order. Our next 
witness is Mr. Herbert Paschen. Mr. Paschen, will you come around 
and be sworn, please, sir? 

Whereupon Herbert C. Paschen was duly sworn as a witness by 
Senator Sparkman, and was examined and testified as follows: 


TESTIMONY OF HERBERT C. PASCHEN 


Senator Sparkman. Be seated, please, sir. 

For the benefit of the record, give your name, address, present busi- 
ness, and such of your background as may be helpful. 

Mr. PascueEn. My name is Herbert C. Pischen, 185 Green Bay Road, 
Glencoe, Ill. I am the county treasurer of Cook County at the present 
time. Do you want some of my background too? 

Senator Sparkman. What is your profession ? 

Mr. Pascuen. I’m an attorney. 

Senator Sparkman. Attorney at law? 

Mr. Pascuen. That is correct. 

Senator Sparkman. Mr. Wallace will question you. 

Mr. Wautace. How long have you been residing in Cook County? 

Mr. Pascuen. In Cook County? 
~ Mr. Wattace. Yes. 

Mr. Pascuen. All my life. I was born in Chicago 51 years ago. 

Mr. Watiace. When were you elected county treasurer of 
County ? 

Mr. Pascuen. In 1954. 

Mr. Wartace. When did you take office? 

Mr. Pascuen. December 4 or 5, I believe it was, 1954. 
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Mr. Watxace. Do you still hold that office? 

Mr. Pascuen. I do. i : 

Mr. Waxiace. Would you explain for the record or outline your 
duties as county treasurer—your duties and responsibilities as county 

‘easurer ¢ 
» Mr. Pascuen. Well, as county treasurer of Cook County I’m re- 
sponsible for the collection of the taxes in Cook County and for the 
disbursement of the taxes to the various taxing bodies. I’m also the 
treasurer of Cook County. I do those other functions of collection 
and disbursement as ex officio county collector. I’m the treasurer of 
Cook County. : ‘ 

It involves various duties, the handling of the funds of the county, 
besides the collection of the taxes, keeping of various accounts, dis- 
bursing of the funds as per order of the county board or court order. 
We also collect the inheritance taxes for the State. They’re paid to 
us. Condemnation deposits under court order are deposited with 
the country treasurer to be paid out. under order or to the owners of 
the property. And various functions of that nature. 

Mr. Watxace. In general you are the custodian of all county funds? 

Mr. Pascuen. That is correct. 

Mr. Wattace. As county treasurer, do you have discretionary power 
to place county funds on deposit in banks? 

Mr. Pascnen. Yes, that is correct, providing they meet certain 
requirements. I mean, in accordance with the law, we deposit in de- 
positories. The amount on deposit in any one bank is limited to 75 
percent of the capital surplus of the bank. All funds deposited in 
banks are secured by securities. 

Mr. Wattace. I would like to repeat that one requirement which I 
think is important. As I understand it, the amount that you as 
county treasurer can deposit in any bank is limited to a maximum 
amount equal to 75 percent of capital and surplus? 

Mr. Pascuen. Of the bank, that is right, Mr. Wallace. 

Mr. Wauuace. Of the bank. 

Mr. Pascnen. And then all funds are secured by a deposit of se- 
curities, Government securities. 

Mr. Waxtace. You have authority to put certain of your funds in 
Government securities? 

Mr. Pascnen. Now, I say all funds on deposit in banks are se- 
cured by Government securities. 

Mr. Watxace. Oh, yes. 

Senator Sparkman. One hundred percent? 

Mr. Pascuen. Yes, sir. 

Mr. Wauace.. Or is it 110 percent ? 

Mr. Pascuen. About 110, we usually have. 

Mr. Watxacr. In addition to your power to place county funds on 
deposit in banks, do you also have the power with respect to certain 
of the county funds to purchase Government securities? 

Mr. PascuEen. Well, we have the power, yes, under the law to make 
certain purchases. We have already done so in the past. We pur- 
chased $30 million in United States Treasury bills, 90-day bills, 9 
months ago. We renew the purchase every 3 months, depending upon 
the need for the money, the highway bond fund was specially author- 


ized to be invested by order of the county board. The resolution pro- 
83551—56—pt. 230 
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vided for the investment of the funds and that fund has been ‘invested 
regularly ever since. 

Mr. Wattace. In general, in your purchase of United States Gov- 
ernment securities, can you do this by yourself, or do you have to 
have the approval of the county board ? 

Mr. Pascuen. We have the approval of the county board in those 
instances. There are various funds that cannot be deposited, I mean 
where the money is on call. You see, under the law as county treasurer, 
I am responsible for the principal of the amount of the taxes col- 
lected and the amount of funds in my hands. The courts of Illinois 
have ruled that there is no way that anyone could make any treasurer 
purchase or invest in any securities, because the risk of the invest- 
ment. would then be the risk of the treasurer. If there were any loss 
on those investments, even though you make money on interest on 
others, you could be liable for the loss. 

But disregarding that, we are developing a plan for the investment 
of funds. 

Mr. Wautace. When you took over as county treasurer, did you 
make any general departure from the methods which had been em- 
ployed by your predecessors in your capacity as custodian of the 
funds? Did you place the money on deposit in banks and buy Gov- 
ernment securities in about the same ratios as had been done previously, 
or have you compared your own policies with those of preceding 
county treasurers ? 

Mr. Pascuen. I would say it was approximately the same except for 
the investment of $30 million. Generally, treasurers in the past had 
not invested any funds, Mr. Wallace. My predecessor, Mr. Brenza, did 
invest some, I forget the exact amount, it may have been close to $15 
million in Government securities at one time, but they were not in- 
vested at the time we came into office. They had matured and it was 
all in cash when it was turned over to us. 

Mr. Wattace. Do you keep any money in time deposits? In 
banks ? 

Mr. Pascuen. No, we do not. It has never been the policy of the 
county treasurer’s office to keep it in time deposits as far as I know. 

Senator Sparkman. Let me ask you with reference to the investment 
in Government securities, is the figure $30 million? 

Mr. Pascuen. We have $30 million invested now. That is the high- 
way fund, Senator Sparkman, where we know we are going to have the 
money for a certain length of time. You see, you can—— 

Senator Sparkman. And what kind of Government securities? 

Mr. Pascuen. Ninety-day Treasury bills is what we have been in- 
vesting in. 

Senator Sparkman. Treasury bills? 

Mr. Pascuen, I mean we wouldn’t want to invest in any long-term 
Governments because the Treasury fluctuates, you see, and I would be 
responsible for any loss if at the time you needed the money the market 
may be down and the loss would be mine, and I don’t believe I should 
have to assume that nsibility. 

Senator Sparkman. Well, even on 90-day bills, now, you get what! 

Mr. Pascuen. About—I think we have averaged about 214 percent 
on them. I think that is the last one—— 

Senator Sparkman. I think it is a little better than 3 percent now, 
aren’t they? 
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Mr. Pascuen. The last ones—I haven’t checked the market in the 
last couple of days, but the interest rate is up, I understand. I 
haven’t checked it the last few days. 

Mr. Waxtace. How much money do you have the responsibility of 
taking care of? 

Mr. PascHen. Oh, generally it runs around $100 million to $110 
million at normal times, which is the approximate figure that is on 
deposit. At the tax-collection time it varies considerably. For in- 
stance, I think on July 2, we had over $180 million on that particular 
day which—— 

Mr. Watxace. July of this year? 

Mr, Pascuen. Of this year. 

Mr. Watxace. It amounted to $180 million? 

Mr. PascuHen. Yes, it was a little over, as I recall. 

Mr. Watuace. How low does it get? 

Mr. Pascuen. What did you say? 

Mr. Watxiace. How low does it get? You say a peak. I would 
assume that would be a peak figure of $180 million. Does it go below 
$100 million ? 

Mr. PascHen. Sometimes it goes a little below $100 million. 

Mr. Wattace. About $100 million ? 

Mr. Pascuen. About $100 million, I would say, is aver 

Mr. Watxace. So it ranges between $100 million and $180 million? 

Mr. Pascuen. Yes; it could even go over $180 million during the 
tax-collection period at some time, but that would be about the high. 
You see, as fast as it comes in at tax-collection periods, we disburse 
that money. It has to be allocated to the various taxing bodies, and we 
do it at least once a week, so that they have the benefit of the funds im- 
mediately so as to stop the running of interest on tax-anticipation war- 
rants that they may have sold in anticipation of that tax collection, so 
we hold it no longer than we possibly can. We disburse it immediately 
to all the bodies within the period of collecting taxes. 

Mr. Wautace. You put money in how many banks? 

Mr. Pascuen. Approximately 41, 42 banks. 

Mr.,Watace. Forty to 42 banks. In all these banks you put this 
in demand accounts ? 

Mr. Pascuen. All of it in demand accounts; yes. 

Mr. Wautace. Are they all active accounts ? 

Mr. Pascwen. No, they are not. The active accounts are the First 
National Bank and the tinental Bank. The other accounts are not 
as active. 

Mr. Watuace. In the banks where you have funds on deposit in 
demand accounts, but which you do not use as active accounts, how 
much money do you have deposited in that fashion? 

Mr. Pascuen. Around $38 million, $39 million, I believe. 

Mr. Watxace. About $39 million ? 

Mr. Pascuen. Yes, spears 

Mr. Watuace. How much do you have on deposit at the Continental 
Illinois Bank? 

Mr. Pascuen. Well, that varies day by day; the Continental and 
the First National. 

Mr. Watnace. What is the range? 
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Mr. Pascuen. Oh, the range—I should have brought today’s fig- 
ures or last week’s figure. It may run anywhere in the Continental 
from $30 million to $40 million at times, would be my estimate. 

Mr. Watiace. And how much at the First National Bank? 

Mr. Pascuen. Around $20 million, $25 million in there. 

Mr. Wattace. We heard testimony last week that when the Re- 
publicans had power over this money it went into the Continental 
Illinois Bank, and when the Democrats had control over it, it went. 
into the First National Bank, but it appears here that most of the 
money went with the Continental Illinois Bank. 

Mr. Pascuen. Continental has had a little more than the First, they 
are pretty near even, but I think the Continental generally has run 
more. 

Mr. WattAce. About 100 percent more. 

Mr. Pascuen. No, I wouldn’t say that. 

Mr. Watxace. Isn’t it $20 milhon in the First National Bank and 
$40 million in Continental as of, say, January 3, 1956? 

Mr. Pascuen. January 3, at that time, but I am not certain that 
that figure is consistent, Mr. Wallace. 

Senator Sparkman. You say those are the two active accounts. Do 
you mean you draw the payments that you have to make against those 
two accounts? 

Mr. Pascuen. Primarily, yes. 

Senator Sparkman. Do they pay any interest ? 

Mr. Pascuen. No, they are demand deposits. No bank can pay 
interest on demand deposits, Senator. 

Senator Sparkman. On the time deposits, do they pay you in- 
terest on those? 

Mr. PascHen. We have none, none of them are on time deposit, 
they are all demand, they can be withdrawn at any time. 

Senator Sparkman. Even though they are not active accounts, they 
are not time deposits? 

Mr. Pascuen. That is right. That is right; the treasurer’s office 
has never had, as far as I know, time deposits at any time during 
the past. I mean, instead of putting it in time deposits, if you are 
going to have money long ae I would advocate, and that is what 
I have advocated to the county board and requested an opinion of the 
State’s attorney as to the right to invest certain of the funds. I would 
prefer as long as short-term Treasury bills are paying 2% percent, 
to put the money in those Treasury bills, and that is the policy we hope 
to pursue while materially reducing these bank deposits. 

Senator Sparkman. You said you had deposits in 30 or 40 banks, 
35 or 40 banks, I believe. 

Mr. Pascuen, That is right, 

Senator Sparkman. About how many banks are there within your 
jurisdiction here ? 

Mr. Pascuen. They are all in Cook County at the present time. 

Senator Sparkman. No, I mean what is the total number of banks 
in Cook County ? 

Mr. Pascren. Oh, I am sorry, I can’t answer that. 

Senator Sparkman. In other words, what I am trying to arrive at 
is what proportion of the banks do you have deposits in? ~ 
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Mr. Pascuen. I am sorry, I should have checked that, I will make 
a note and I will try to get you that figure on the number of banks 
in Cook County. (See p. 740.) : 

Senator SpaRKMAN. On what basis are the banks selected? How do 
you go about determining what bank you will put deposits in? 
~ Mr. Pascuen. Many of them are in the same banks that Mr. Brenza 
had funds in. My predecessor. 

Senator SparKMAN. In other words, a great many of them, am I cor- 
rect in assuming, are accounts that perhaps may have been running 
for a good many years ¢ ; 

Mr. Pascugen. Well, I wouldn’t know, I haven’t checked back on his 
records, I don’t know how long he may have had them, but I would 
say most of them are in the same banks. 

Mr. Wauxace, What procedure is followed if the bank wants to 
make application to have county funds placed on deposit? 

Mr. Pascuen. They make application for them. 

Mr. Wauxace. Is this true in the State every year by all banks? 

Mr. Pascuen. No; I mean banks come in and they all would like to 
get deposits, you know, it is the lifeblood of a bank, and request de- 
pone and then submit an application and a balance sheet, and so 

orth. 

Mr. Wauttace. Who has the power to decide which one of them 
get how much on deposits ? 

Mr. Pascuen. Well, I do, and Mr. Sullivan in the office handled 
most of that. 

Mr. Wattace. You have the responsibility and the power to do it? 

Mr. Pascuen. That is right. 

Mr. Waiaans But you have office personnel which you delegate 
that to! 

Mr. Pasouen. That is correct. 

Mr. Wauxace. I would like to know a little bit more about this pro- 
cedure of applying for a deposit. Do the banks have a form to fill out 
that they mail in to you? On what basis can they say anything other 
than “We would just like to have a deposit” ? 

Mr. Pascuen. Well, that is just about it, they would like to have 
deposits. All banks would like to have deposits, Mr. Wallace. 

Mr. Watiace. Apparently they do. 

Do they have to accompany it with a bank statement ? 

Mr. Pascnen. Yes; they submit their statements. 

Mr. Wauxaceg. In other words, while they can’t compete by saying 
“We will charge you less interest” or something like that, you insist 
on having a bank statement because you want to know yourself that 
the banks are sound ? 

Mr. Pascuen. That is correct. 

Mr. Watxace. Who in your office would handle these applications? 

Mr. Pascuen. Mr. Sullivan always handled them. 

Mr. Watxace. Mr. John E. Sullivan? 

Mr. Pasonen. Mr. John E. Sullivan handled them. 

Mr. Wattace. What is his title ? 

Mr. Pascuen. He was deputy county treasurer. 

Mr. Wauiace. He was deputy county treasurer ? 

Mr. Pascuen. Yes. 

Mr. Waxtace. He is no longer with you ? 

Mr. Pascuen. He is no longer with me. 
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Mr. Waxace. You have the power and responsibility for allocating 
these funds among the banks, but as I understand it, and correct me if 
I am wrong, as I understand it, this function was handled by Mr. 
John E. Sullivan in your office who was deputy county treasurer at 
that time ? 

Mr. Pascuen. That is correct. 

Mr. Wauuace. Is that the same John E. Sullivan who was a member 
of the board of directors of the Elmwood Park Bank ? 

Mr. Pascuen. That is correct. 

Mr. Wau.ace. Have you any funds on deposit at the Elmwood 
Park Bank or have you had funds on deposit there ? 

Mr. Pascuen. Yes; $300,000, I believe. 

Mr. Wauuace. Were there funds on deposit when you became 
county treasurer ? 

Mr. Pascuen. There were; yes. 

Mr. Watxace. And you continued these? 

Mr. Pascuen. Continued. 

Mr. Watuace. Have you increased the amount ? 

Mr. Pascuen. No. No; as I recall there was $300,000 in the bank 
at that time. 

Mr. Wauuace. Are those still there? 

Mr. Pascuen. Yes; they are. 

Mr. Wauxace. Did you have funds on deposit at the Southmoor 
Bank & Trust Co. ! 

Mr. Pascuen. Yes; there were funds on deposit there. 

Mr. Wauxace. How much? 

Mr. Pascuen. I think it was $450,000. 

Mr. Wautiace. Were those funds on deposit at the time you became 
county treasurer? Were those funds on deposit at the time? 

Mr. Pascuen. I don’t recollect. I am not certain but I don’t believe 
so. 
Mr. Wauxace. Do you recall the circumstances by which this money 
came to be deposited in that bank ? 

Mr. Pascuen. No;I donot. I donot recall them. 

Mr. Watiace. Would that have been handled by Mr. Sullivan? 

Mr. Pascuen. Yes; I believe it was. 

Mr. Wauuace. Do you know when this money was deposited in the 
Southmoor Bank? 

Mr. Pascuen. No; but I can check the record and find out. 

Mr. Wauiace. Would you check and get that for the record ? 

Mr. Pascuen. Certainly. (See p. 740.) 

Mr. Wauace. Do you know who applied for the deposit ? 

Mr. Pascuen. Offhand, I don’t recall. I didn’t handle the detail. 
I am not certain. 

Mr. Wauuace. Has it since been withdrawn ? 

Mr. Pascurn. That has been withdrawn; yes. 

Mr. Wauiace. When you became county treasurer, did anyone on 
behalf of the Elmwood Park Bank ask you to keep these funds on 
deposit, the $100,000 they had on deposit? 

Mr. Pascuen. I think Mr. Sullivan did. 

Mr. Wattace. He suggested that they be kept there? 

Mr. Pascuen. Yes. 

Mr. Wauiace. And Mr. Sullivan—what was he at that time? 

Was he president of the bank? 
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Mr. Pascuen. No. 

Mr. Wautuace. He was a member of the board of directors? 

Mr. Pascuen. No; Mr. Sullivan hadn’t been president of the bank, 
as I recall, for some time before he came into the treasurer’s office. 

Mr. Wattace, That is correct. 

Mr. Pascuen. I believe he was a director. 

Mr. Wauiace. Do you recall the circumstances which led either you 
or Mr. Sullivan to withdraw the county deposits from the Southmoor 
Bank but not the Elmwood Park Bank? 

Mr. PascHen. Well, they were withdrawn from the Southmoor 
Bank at the time all the notoriety came out about the Southmoor 
Bank, about the way the Hodge fund had been handled and the checks 
had been cashed and so forth, and I didn’t think it was very sound 
banking practice, and we withdrew the fund. 

Mr. Watxace. Since that time, however, the personnel who con- 
trolled the bank at that time has been changed, and that bank is now 
under new management; is that correct? 

Mr. Pascuen. I believe that is so. All I know about it is what I 
have read in the papers. 

Mr. Watxace. Is there any connection between Mr. Sullivan’s posi- 
tion on your staff and your decision to keep the county funds on 
deposit at the Elmwood Bank? 

Mr. PascHen. You mean the reason I have not withdrawn them? 

Mr. Wauxace. Yes. 

Mr. PascHen..I see no reason for anything about the Elmwood 
Park Bank, I mean in the way the bank funds had been handled or 
their banking practices, to cause me to want to withdraw them. I 
felt it might be unfair to the bank if I did withdraw them at this 
time because people may think I may know something that somebody 
else doesn’t know, and it might be of detriment to the bank and to 
the depositors of the bank and for that reason I haven’t withdrawn 
them because I have had in mind this program of investment of the 
funds, and when that program of investment of the funds goes 
through, money will be withdrawn from many, many of these banks, 
and at that time it could be withdrawn without anyobody thinking 
there was anything wrong. 

Senator SPARKMAN. Mr. Paschen, let me develop this just a little 
further. The discretion of placing or withdrawing deposits of county 
funds lies with you, doesn’t it? 

Mr. Pascuen. That is correct, subject to the county board approv- 
ing the depositories. 

Senator SpaRKMAN. Yes; and you try to keep them in banks in 
which you believe the practices are sound? 

Mr. Pascuen. That is correct. 

Senator Sparkman. Of course, in addition to that you have been 
secured by a deposit of Government securities ? 

Mr. Pascren. That is correct. 

Senator SpaRKMAN. You explained the withdrawal from the South- 
moor Bank by saying that there were practices back at the time the 
Hodge scandal broke, that you considered not to be sound. 

Mr. PascHen. Well, all I knew about it—I may have done the bank 
an injustice—was what I read in the newspapers, and it was on that 
reference—— 
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Senator Sparkman. You had reference to the cashing of Hodge 
-arrants ¢ 

Mr. PascHen. The cashing of the checks; that is correct. 

Senator Sparkman. And things of that kind? 

Mr. Pascuen. That is correct, sir. 

Senator SparkmMaN. In the case of the Elmwood Bank, is it true 
that there had been no warrants cashed ? 

Mr, Pascuen. I don’t know, but I have read nothing in the news- 
papers about any warrants being cashed. 

Senator SPaRKMAN. I can say to you that that evidence has come out 
in these hearings, that they cashed none of the Hodge warrants there, 
and furthermore, there has been evidence before us that Mr. Hodge 
himself tried to arrange a loan through that bank, and the bank 
declined to make the loan to Mr. Hodge. Did you know about that? 

Mr. Pascuen. Just what I have read, the reports in the newspapers. 

Senator SparkMAN. You did know that the Elmwood Bank had 
gone through complete reorganization, rather—I will change that 
term, it was not a reorganization—a new bank was set up, you knew 
that, did you not? 

Mr. Pascuen. Well, that was long before I became county treasurer, 
Senator. 

Senator Sparkman, Far back, yes. 

Mr. Pascuen. That was long before I became treasurer, Senator. 

Senator Sparkman. Oh, that is right. 

Mr. Pascnen. That was in 1952. 

Senator SparkMAN. That was in 1953, and you became treasurer 
when? 

Mr. Pascuen. December of 1954. 

Senator Sparkman. Yes; but it is your opinion that since the set- 
ting up of the new bank, all of the old critical stuff in the reorganiza- 
tion was washed out; is that right? 

Mr. Pascnen. Well, I know nothing about 

Senator SparkMAN.- You knew nothing about the Bankers Discount 
paper and the change of ownership and that? 

Mr. Pascuzen. No; I wasn’t county treasurer at that time. All I 
knew about that situation is what I have read in the newspapers, too, 
Senator. 

Senator SparkMan. But in your opinion 

Mr. Pascnen. This was a new bank and everything I have heard 
was all right; I have never heard anything detrimental to the bank 
antil all this came about when they tried to connect Mr. Hodge with 
the bank and so forth. 

Senator Sparkman. I will go back to the question I started to put 
to you. In your opinion, then, the bank has been conducting its 
business in a sound and orderly manner justifying you in leaving 
county deposits there? 

Mr. Pascuen. Well, as far as I know unless anything developed. 

Senator SparkMaN. That is what I mean. 

Mr. Pascuen. I mean nothing developed that I had heard of that 
made me suspicious of it. 

Mr. Watxace. I think the problem here is that last week we brought 
out some very questionable banking practices on the part of the head 


of that bank several years ago, but that has nothing to do with the 
bank at the present time. 
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Mr. Pascnen. That was during Beutel’s time. 

Mr. Wauiace. Yes. ! i 

Mr. Pascuen. That was prior to my time. 

Mr. Watxace. That has nothing to do with the current management 
of the bank. é 

Senator SparRKMAN. It is so easy, Mr. Paschen, with all of this 
evidence coming in relating to the old bank—and then we refer to the 
new bank—for people to get the idea that perhaps there is something 
questionable in the conduct of the banking out there now. You didn’t 
know this, but in the opening of this morning’s session I repeated a 
statement that Senator Fulbright made at the time he opened these 
hearings. I might read it for your benefit. He said: 


At the outset, I should like to say that the bank is no longer in existence— 
that is, the old bank— 


and that anything which may be said about it or about its successor, the Bank 
of Elmwood Park, should not be taken as a reflection upon the present status of 
that bank. I would appreciate it if any newspaper reperts of these hearings 
would make this point clear. I know nothing of the present condition of that 
bank and so far as I know, there is nothing about it which should cause its 
depositors any concern. 

And the point I am making is that you share pretty much the senti- 
ments in the statement made. 

Mr. Pascuen. Well, I know nothing about it, and I know if I did 
withdraw the money at that time, that people might think I had some 
prior knowledge of something being wrong and might harm the bank, 
and I have no desire to harm anybody because they might be under 
suspicion of certain things because people said Hodge had stock in it, 
which was something I didn’t know, if he did or didn’t. If I were to 
act hastily, Senator, I could do the man injustice, and I haven’t wanted 
to do that. 

Senator Sparkman. I will say this: That apparently the officers of 
the bank, most of them at least, did not know that Mr. Hodge owned 
stock, and that as soon as it became known to the principal stockholder, 
the leading stockholder, he bought out the stock, and Mr. Hodge has 
not owned the stock since that time. This has all come out in previous 
testimony before the committee. 

Thank you, Mr. Paschen. 

Mr. Wallace. 

Mr. Wattace. Mr. Paschen, did anyone ever make a request on your 
behalf for a contribution for campaign funds from banks having 
county deposits ? 

Mr. Pascuen. No; not to my knowledge. 

Mr. Watxace. Did you personally ? 

Mr. Pascuen. No. 

Mr. Wattace. Did you ever receive funds directly or indirectly 
from banks or bankers for campaign contributions or for any other 
purpose that was available for your personal or campaign use? 

Mr. Pascnen. In my campaign for governor, I don’t think I re- 
ceived over $300 or $400 from bankers who were friends of mine. 

Mr. Wattace. Who were some of these? Was it one contribution 
of $300 or $400 or was it several—— 

Mr. Pascuen. No; inall. In all, I don’t think from 4 or 5 people. 

Mr. Watxace. How many bankers contributed to you? 
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Mr. Pascuen. Well, offhand, I haven’t. checked the records, but 
there may have been 5 or 6 people, or something like that, who were 
friends of mine, who were bankers who gave me a contribution as 
friends, not as bankers. 

Senator Sparkman. That was in your campaign for governor? 

Mr. Pascuen. That is correct. 

Mr. Watiace. What was the largest of any of these gifts, campaign 
contributions? 

Mr. Pascuen. I think $100. 

Mr. Watxace. $100? 

Mr. Pascuen. Yes. 

Mr. Watxace. I wonder, do you recall who these people were? 

Mr. Pascuen. I don’t offhand. I can recall a few names. I think 
Mr. John McDonough, who is at the Harris Bank, a man I have 
._known for years and years, I think sent me a check for $100. I think 
Mr. Mannion, at the Continental, who is a vice president, sent me a 
check for $25, is my recollection. 

Mr. Watuace. Mr. who? 

Mr. Pascuen. Mannion. 

Mr. Watiace. How do you spell that? 

Mr. Pascuen. I think it is M-a-n—or double n—i-o-n. I think he 
sent me a check for $25. 

Mr. Watuace. $25? 

Mr. Pascuen. $25. 

Mr. Wauxace. And he is from Continental Illinois? 

Mr. Pascuen. Yes, he happens to be an officer there. 

Mr. Watxace. That is hens you had $40 million on deposit and 
he sent you $25? 

_Mr. Pascuen. He did, he is a man I have known. I got $25 from 
Lim. 

Senator Sparkman. I wonder if we may make a distinction whether 
that was sent as a personal contribution—— 

Mr. Pascuen. It was a personal check. 

Senator Sparkman. Not asa bank contribution? 

Mr. Pascuen. No, these were all personal checks from people. 

Senator Sparkman. All of these you referred to were personal 
contributions and not from banks as such ? 

Mr. Pascuen. That is correct, and as I recall I think Walter 
Gatzert at the American National Bank. 

Mr. Wattace. Who? 

Mr. Pascuen. I think his name is Walter Gatzert. 

Mr. Watxace. How do you spell that? 

Mr. Pascuen. I am trying to think how it is spelled, G-a-t-z-e-r-t 
or s-e-r-t, I think, sent me a check for $25 through a friend of mine. 
I have known him for years. Those are the only names that I can 
recall offhand. 

Mr. Watxace. I wonder if you would be willing to consult your 
records and furnish those other names for the record ? 

Mr. Pascuen. I would be happy to furnish the committee with the 
names of anybody connected with banks who have contributed to my 
7“ : (Sve, 740.) 

Mr. Wauuace. Mr. Paschen, at the time you became county treasurer 
had there been a fund maintained in the office for the welfare of 
employees by your predecessors ? 
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Mr. Pascuen.. Yes, there had. 

Mr. Wauuace. We had heard quite a bit about this so-called wel- 
fare fund. I wonder if you could describe that for us generally and 
for the record? 1 think this is the first time we have really gotten 
directly into what this fund consisted of and I would appreciate it 
if you could describe it for us and what your relationship was, and 
so on? 

Mr. Pascuen. Yes. In connection with that which I presumed you 
were going to ask me, I have prepared a short statement. I might 
give you some copies of it, but I would like to read into the record, 
that might facilitate matters, The statement reads: 

I have been invited to appear before the Senate Banking and Cur- 
rency Committee, I assume, in connection with the Herbert C. Paschen 
Employees Association and deposit of county funds. I have prepared 
a brief statement in regard to these matters in order to facilitate the 
inquiry. 

Before going into the history of the employees association I should 
like to point out that contributions to it were voluntary. No one was 
deprived of deposits for failure to contribute. Of approximately 
$180 million of county founds on deposit on July 2, 1956, approxi- 
mately $153 million, or 85 percent, was deposited in banks which have 
never made any contribution to the fund. As a matter of fact, a check 
on this year’s records discloses that 23 out of the 62 banks which are 
serving as depositories of the county treasurer’s funds made no con- 
tribution to the employees association. Furthermore, most of the 
depositories for county funds are the same as those which received 
deposits under the preceding Republican treasurer. 

hortly after saan the office of treasurer of Cook County, I 
was advised by several employees of long standing that prior county 
treasurers had had employees associations to which banks or their 
representatives made voluntary contributions for the purpose of tak- 
ing care of the many demands made upon the modestly paid employees 
and officials for charitable and other requests. Following the pattern 
set, the Herbert C. Paschen Employees Association was organized 
under the laws of the State of Illinois as a not-for-profit corporation. 

I appreciate my responsibility in the matter, even though I was not 
an incorporator of the association, nor was I ever a director or officer, 
or authorized to sign checks upon its bank account. I took no part in 
its operations; made no solicitations for contributions nor handled its 
disbursements. 

Mr. Wattace. But as county treasurer, it is my understanding that 
the question was raised with you as to whether it would have your 
“pee to continue such fund, and you stated that that would be all 
right 

r. Pascuen. That is right, I said that I gave my approval to it. 

While the fund was legally conceived for charitable purposes, as set 
forth in its charter from the State, and I am sure that banks and others 
contributed to it as a charity project, nevertheless some might con- 
sider that certain disbursements were not properly made. At no time 
was the fund called upon to contribute to my campaign, and to be cer- 
tain that such is the case I am having an independent audit made by 
Peat Marwick Mitchell Co., certified public accountants. 

Mr. Wattace. Would you have that audit made available to the 
committee, Mr. Paschen ? 
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Mr. Pascuen. Yes, I will be happy to. I will make a note to have 
a copy furnished te you when it is prepared. (See p. 741.) 

Mr. Wattace. Thank you. 

Mr. Pascuen. In order to avoid any further criticism I have re- 
quested the officers to close out and discontinue the welfare fund at 
the earliest possible moment. 

Mr. Wauuiace. Why are you doing that, Mr. Paschen ? 

Mr. Pascuen. Well, I think you would, too, Mr. Wallace, if you 
had been criticized day in and day out on this. Sometimes though 
a thing may be perfectly proper, like Caesar’s wife, you have to Ihe 
above reproach. If anybody is going to have ek to criticize 
they can criticize somebody else. It will just be eliminated. 

Mr. Watuace. Then you are doing it, taking it out, because of 
widespread criticism of the fund? 

Mr. Pascuen. I think there has been criticism of it. Hindsight is 
better than foresight in many instances, as you all know. 

Mr. Wauxace. If you had to do it over again, would you have per- 
mitted the fund to operate? 

Mr. Pascuen. I do not believe I would. This was the first public 
office I ever held in my life, and it was there when I came, they had 
had such a fund which had been brought to my attention, and I per- 
mitted them to organize. There was no attempt made here to con- 
ceal it at any time. It was a public record, incorporated under the 
not-for-profit corporation acts, a charter issued by the secretary of 
state, and the charter recorded in the recorder’s office of Cook County. 

I mean, this was no secret fund of any nature. 

Senator Sparkman. Over how long a time had such a fund been in 
operation, do you know? 

Mr. Pascnen. Under the two previous Republican county treas- 
urers, I believe, I would say 8 years before that. 

Senator Sparkman. Who were they? You named one, Mr. Brenza. 

Mr. Pascuen. Mr. Brenza, and the other was Louis Nelson. 

Senator Sparkman. Do you know whether it preceded that or not? 
Are you saying that you know it went at least that far back? 

Mr. Pascuen, At least that far back, to my knowledge. 

Senator Sparkman. You do not know whether it was in existence 
prior to that time ? 

Mr. Pascnen. I am not certain, Senator, whether it was as an in- 
corporated fund or as any type of fund before that. It is my un- 
derstanding that the Brenza fund and the Nelson fund were incor- 
porated funds. 

The Brenza fund, T am certain, was, because as I recall, they told 
me when they organized the present employees association used the 
form of the charter of the Brenza Association. 

Senator Sparkman. Was there criticism of this fund in previous 
administrations? 

Mr. Pascuen. No, they weren’t running for office. 

Senator Sparkman. Pardon? 

Mr. Pascuen. No, I say they weren’t running for office. 

Senator Sparkman. Was anything ever written regarding it at all 
during those times? 

Mr. Pascnen. Not to my knowledge. 
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Senator SpaRKMAN. Yet what you were doing was simply continu- 
ing what had been done by previous county treasurers of the opposite 
political party ? : 

Mr. PascuEen. That is correct. a 

Senator SpaRKMAN. You attribute the criticism to the fact that you 
were a candidate for another office? You attribute the criticism—— 

Mr. PascHEeNn. It may have had some influence on the magnitude of 
the publicity that I received, the fact that I was a candidate; yes. 

Senator SparKMAN. How much did this fund amount to? What 
was the largest amount so far as you know at any one time? 

Mr. Pascuen. In 2 years there was collected, I believe, approxi- 
mately $29,000 and a few hundred dollars, As I recall, they collected 
in 1 year $14,500 and. $14,800 in the next year. Over half of the 
money is still in the bank account and on deposit. 

Senator Sparkman. About half was spent and the other half 

Mr. Pascuen. Half was spent and the other half is available. 

Senator Sparkman. The other half is still there? 

Mr. Pascuen. That is correct. 

Senator Sparkman. Did you say you did not receive, you neither 
received nor disbursed the funds? 

Mr. Pascuen. Well, I am not an officer nor a director of the fund, 
nor am I authorized to sign checks on the bank account. 

Senator SparKMAN. It isa nonprofit corporation ? 

Mr. Pascuen. That is correct, Senator. 

Senator Sparkman. Organized under the laws of the State of 
Tilinois? 

Mr. Pascuen. That is correct. 

Senator Sparkman, And on public record ? 

Mr. Pascuen. Yes. 

Senator SparkKMAN. When a corporation is organized in Illinois 
where are the papers recorded, tically ox at the State capitol ? 

Mr. PascuEen. No, locally. You record them in the county. 

No, I had nothing to do with the operation of the fund, took no 
part of the operation of it at all, Senator. 

Senator SPARKMAN. You say in your statement that, of course, you 
recognize your responsibility for the conduct of the office generally. 

Mr. Pascugn. Why, certainly. 

Senator Sparkman. And you point out in your statement that 23 
of the 62 banks which have depositories of county treasurer’s funds 
did a contribute to this fund. They contributed in previous years 
to it 

Mr. Pascuren. Some of them may have, and some of them did not. 

Senator Sparkman. Did you remove any of those deposits or 
threaten to remove any deposits ? 

Mr. Pascren. Oh, no. No one ever lost deposits for failure to 
contribute to the fund. When I came there they told me they had had 
such a fund, that all the contributions to it were voluntary, that no- 
body was ever forced to contribute to it in order to get any deposits, 
and it was upon that basis that I permitted them to establish it. 

Mr. Watxace. Do you feel that there was any connection between 
the fund, that is, the contributions to the fund, and the deposit of 
public funds? 

Mr. Pascuen. The deposit of it with the banks was not contingent 
upon anybody contributing to the fund. 
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Senator Sparkman. Did any banks contribute that did not have 
deposits ? 

Mr. Pascuen. I doubt it. 

Senator Sparkman. Something has been said here about an under- 
standing of contributions that banks were to make. I will say frankly 
that I am not certain whether it applied to county funds or State 
banks or public administrator’s funds; one-tenth of 1 percent. 

; Was there any such an understanding in connection with the county 
unds ? 

Mr. Pascuen. Not to my knowledge. I never had anything to do 
with any of the banks and the fund or with disbursement of the fund 
when it was in the office. I never talked to any banker at any time 
about making a contribution to it, nor did any banker ever speak to 
me about it. 

It was always my understanding that it was voluntary. The con- 
tributions to it ranged to a maximum of one-tenth of 1 percent. 
Many of them are less than one-tenth of 1 percent, some of them 
contributed nothing, Senator. 

Senator SparKmMAN. By the way, Mr. Sullivan is to be a witness 
before our committee later. You said a while ago that he was the one 

assed on the question for you of putting out these deposits. Was 
Mtr. Sullivan an officer or director in this corporation ? 

Mr. Pascuen. I think Mr. Sullivan was an officer. I am not cer- 
tain what office. 

Senator Sparkman. Of course, we can hear from him. Was he a 
long-time employee in the office, or did he come in with you? 

Mr. Pascuen. Mr. Sullivan came in when I came in. 

Senator Sparkman. Was the office purely appointive or was it on 
a merit or career basis ? 

Mr. Pascuen. No, I appointed Mr. Sullivan when I came in as 
deputy county treasurer. 

Senator Sparkman. Upon whose recommendation ? 

Mr. Pascuen. Upon my own, I would say, and my knowledge—— 

Senator Sparkman. You knew Mr. Sullivan personally? 

Mr. Pascuen. Yes. Mr. Sullivan had known my family for, oh, I 
would say, close to 30 years, and we have had knowledge of Mr. 
Sullivan. He was over at the Foreman National Bank, he was a vice 

resident over there, and we banked at the Foreman National Bank. 

e had been a banker many years before that, and I think he started 
out originally as a bank examiner, so his history had been in banking. 

The Federal judge here, Judge Igoe, had appointed him as.a trustee 
of the surface lines, and I think as president of the surface lines to 
reorganize the surface lines here in Chicago, and he is a person of 
standing in the community in my estimation with a knowledge of 
financial matters. 

At the recommendation, as T understood, of the Continental Bank, 
he had gone into the Elmwood Park Bank after it was reorganized, 
as treasurer—as president, rather—on a temporary basis, so he had 
the recommendation of the Continental Bank in that regard, and 
selected Mr. Sullivan as deputy county treasurer. 

Senator Sparkman. You had not completed your statement. 

Mr. Pascuen. I Jost track of where I was, Senator. 


Senator Sparkman. You were down to the point about the de- 
posits—— 
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Mr. Pascuen. Oh, the statement here ; yes. 

Ilamcontinuing. I believe we have covered this. I say: 

It may interest you to know that we inaugurated a program of in- 
yestment of county funds some 9 months ago when $30 million was put 
into short-term Government securities, yielding approximately 214 
percent. Then a month and a half ago I called upon the State’s attor- 
ney for an opinion as to placing additional funds in Government 
securities, and have been advised by him that certain funds may be 
so invested. 

In line with his opinion a program of further investment in United 
States Government securities is being developed and will be submitted 
for approval of the county board in the near future. Such a program 
will materially reduce the amount of county funds on deposit. 

There are certain funds, of course, in the office that people might call 
dead money that the State’s attorney feels we cannot invest. For 
instance, we have condemnation awards, the condemning body de- 
posits the money with the county treasurer to be paid over to the person 
or persons entitled to the money. It is not county money, it is not 
ourmoney. Weare holding it in trust to be paid to the person entitled 
to it. 

The same with certain other funds like estates of heirs where there 
are unknown depositors. We feel that we do not have the authority 
to invest other people’s moneys. 

Senator SparKMAN. Mr. Wallace. 

Mr. Watxace. Mr. Paschen, when did you first hear about the 
existence of this fund in the past, and when was it recommended that 
you continue such a fund # 

Mr. Pascuen. I think just shortly after I came into the office. 

Mr. Watxiace. Who talked to you about it? 

Mr. Pascuen. Well, there were various employees, as I recall. I 
recall, Mr. Kolar who had been in the office a number of years. 

Mr. Watiace. What is Mr. Kolar’s first name ; do you know / 

Mr. Pascuen. Andrew. 

Mr. Watiace. Andrew Kolar? 

Mr. Pascuen. Mr. Kolar, I believe, originally came in there as first 
assistant to Mr. Toman some years ago, he had been an officer of the 
Drexel Bank on the South Side. 

Mr. Watxace. How long had Mr. Kolar been an employee of the 
county treasurer’s staff ? 

Mr. PascuEen. Well, since Mr. Toman—I would have to figure back 
how many there were. There were Brenza, Nelson—oh, he had been 
in there at least 16 years, I believe, about 16 years when I came in. 

Mr. Wautace. Did Mr. Kolar tell you the purpose of the fund ? 

Mr. Pascuen. Yes, he told me that they used it for charitable be- 
— to help out people who were sick or when somebody died, for 

owers for the previe when somebody died, or a relative in the office. 
Generally to help out in the office. : 

You see, when I came in that office, Mr. Wallace, I think half of the 
employees were making $235 a month, and now we have got them up 
to $250 and some up to $265. 

Mr. Watxace. How much ? 

aa Pascnen. $250 and $265 now, but they were making $235 a 
month, 
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Mr. Wauxace. That is what the employees.in your office made, $235 
a month ? 

Mr. Pascuen. About half of them did, yes, and they felt that there 
were many, many demands made on people in a political office, em- 
ployees, for there is drives for charities, there are tickets to be pur- 
chased or sold, and so forth, and they said that is what they used it 
for in the past, to relieve the employees of these various demands made 
upon them, and to help out Oo somebody died, and that was the 
purpose of it. 

Mr. Wattace. Was there any indication made to you at that time 
that part of these funds might ultimately become available to you for 
use in a future political campaign ? 

Mr. Pascuen. No, none whatsoever. 

Mr. Watxace. Did they tell you how it was proposed to raise the 
money for the fund ? 

Mr. Pascuen. Well, they told me that banks voluntarily contributed 
to it and had over the past 8 years or so. 

Mr. Wauuace. It was stated to you that these contributions were 
voluntary ¢ 

Mr. Pascuen. That is correct. 

Mr. Wauxace. Was it stated whether they were completely volun- 
tary or whether it was suggested that they might make voluntary 
contributions? 

Mr. PascuEen. Well, I am not certain just how they worded it. 

Mr. Wauxace. Were you told whether or not these contributions 
came from all banks or only those banks with county funds on deposit ! 

Mr. Pascuen. I am not certain, but I presume from banks that had 
deposits. 

Mr. Watiace. You assumed it would be from banks that had funds 
on deposit ? 

Mr. Pascuen. Yes. 

Mr. Wauuiace. Mr. Paschen, I know that hindsight is better than 
foresight, but when this was mentioned to you that these funds were 
collected for your employees from banks with county funds on deposit 
didn’t the element of kickback occur to you, that. it, might oceur that 
if you get a contribution from a bank even for charitable pu 
which has county funds on deposit that it would look like a quid pro 
quo arrangement? Did that occur to you at that time? 

Mr. Pascuen. No, it didn’t. 

Mr. Wauxace. It just didn’t occur to you? 

Mr. Pascuen, It didn’t occur to me. 

Senator Sparkman. It would now if it came up anew; wouldn’t it? 

Mr. Pascuen. Oh, it most certainly would, that some people might 
misconstrue it. 

Mr. Wautace. You have stated that this fund was in existence under 
two preceding treasurers ? 

Mr. Pascuen. That is correct. 

Mr. Watuace. Did that fact, the fact that it had been done before, 
have any effect on your decision to continue it and perhaps the fact 
that kickbacks might not enter into it? 

Mr. Pascuen. That is correct, both Mr. Brenza and Mr. Nelson 
were bankers and had been county treasurers. I presumed that if 
they thought it was O. K., it was all right, it just didn’t occur to me, 
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Mr. Wallace, that anybody would consider anything wrong with it. 

I mean, it was a matter of public record. 

Mr. Watiace. Were the preceding funds, contributions, a matter 
of public record? 

Mr. Pascnen. ‘The incorporation of the associations, yes. 

Mr. Watace. I mean the collection and disbursement of funds 
themselves ¢ 

Mr. Pascuen. I don’t believe so. I don’t believe so. I mean, no- 
body ever questioned them until just recently. 

Mr. Wattace. It was the practice ? 

Mr. Pascuen. That is correct. 

Mr. Wauiace. Let’s make it clear as to your present feeling about 
that. Do you now feel that this practice is a good thing, or is it 
something which should be frowned on ? 

Mr. Pascuen. I think it is better to eliminate it because it is sub- 
ject to criticism and misinterpretation. 

Mr. Wautace. Aside from its interpretation and being subject 
to criticism, the very fact that you are collecting voluntary con- 
tributions, even voluntary contributions from banks which have coun- 
ty funds on deposit, isn’t there an implication in that regard that the 
bank is better off if it wants to keep its fund on deposit to make these 
contributions? Isn’t there an implication ? 

Mr. Pascnen. I suppose that could be implied, yes. I suppose it 
could be implied, Mr. Wallace. 

Mr. Wautiace. What I am driving at is this, Mr. Paschen: You were 
county treasurer, you didn’t solicit these funds ? 

Mr. Pascuen. No. 

Mr. Wautace. Mr. Kolar solicited the funds, is that correct ? 

Mr. Pascnuen. That is my understanding, that Mr. Kolar had 
talked to the banks in the past. 

Mr. Wa.tace. You didn’t know exactly, did you, what Mr. Kolar 
said to the bankers when he talked to them ? 

Mr. Pascuen. No; I never knew 

Mr. Waxtace. Or did you have any feeling about what a banker 
might think if an employee of yours said, “We have this fund, would 
you like to contribute to it ?” 

Mr. Pascuen. No; it hadn’t occurred to me. Mr. Kolar had been 
there for years, he told me about it. When I came in there Mr. Kolar 
was highly recommended, most of the bankers in town who knew Mr. 
Kolar all regarded Mr. Kolar very highly, and I just never remember 
questioning Mr. Kolar’s judgment in the matter. 

Mr. Wattace. Because he had been there—— 

Mr. Pascuen. And from that time on, after it was formed, it was 
never discussed with me, what they collected or from whom they col- 
lected, any amounts. 

Mr. Wanace. Do you know if this type of thing or a similar type 
of thing is done in the case of private deposits ? 

Mr. Pascuen. I don’t know. You mean whether banks contribute 
to funds of private depositors ? 

Mr. Watiace. Yes. 

Mr. Pascuen. I don’t know. 

Mr. Wautace. Would banks contribute to anything in order to curry 
favor with those who have the power to place private deposits? For 
example, a corporation executive? 

83551—56—pt. 281 
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Mr. Pascuen. I suppose they will buy them a lunch or take them 
out to the country club, or maybe get them tickets to My Fair Lady 
when they go to New York. 

Mr. Wautace. I guess tickets to My Fair Lady would be about as 
much as one of these contributions. 

Mr. Pascuen. I think so. 

Mr. Watxace. Did you talk to anyone else besides Mr. Kolar about 
the advisability of continuing this fund ? 

Mr. Pascuen. I am trying to recall. I think perhaps Mr. Sereda 
had mentioned it, Tony Sereda, who had been first assistant under 
Mr. Brenza. 

Mr. Wa.uace. I think you have testified that the purpose of the 
fund was to relieve the employees of the county treasurer’s office from 
bearing the burden of contributions for funerals and flowers and ward 
organization activities ? 

Mr. Pascuen. That is right, that is what they told me they used it 
for in the past. 

Mr. Watiace. Do you know whether any of your predecessors with- 
drew or decreased county deposits in noncontributing banks? 

Mr. Pascuen. That I wouldn’t know, Mr. Wallace. 

Mr. Wau.ace. During your tenure im office was any bank’s county 
deposit withdrawn or decreased because of the failure to make a con- 
tribution to the welfare fund ? 

Mr. Pascuen. No. 

Mr. Watuace. I have here a list of banks with county funds on 
deposit, and also their contributions to the welfare fund, and also the 
percentage of the contribution to the amount of the deposit. 

Do you know if Mr. Kolar suggested the contribution be one-tenth 
of 1 percent of the amount on deposit ? 

Mr. Pascuen. I don’t know; I never heard Mr. Kolar make any 
suggestions. If anything, I would say it was the suggestion that that 
was the maximum. 

Mr. Wautacer. If the Amalgamated Trust & Savings Bank on Jan- 
uary 3, 1956, had $1,650,000 on deposit, and on July 2, 1956, this deposit 
remained unchanged, and in 1955 the contribution to the welfare fund 
was $1,000, and in 1956 it was reduced to $500, so that while they 
reduced the contribution to the welfare fund you made no change in 
the county deposit 

Mr. Pascuen. That is correct. 

Mr. Wauuace. The American National Bank had $8,700,000 on 
deposit on January 3, 1956, and on July 2, 1956, it had $8,450,000. 
That bank has made no contribution to the welfare fund. 

Mr. Pascnen. That is correct. 

Mr. Wattace. Do you recall why that amount was drawn down 
from $8,700,000 to $8, 450, 000? 

Mr. Pascuen. Over in ‘the American National Bank they are pay- 
ing agent for various bonds, Mr. Wallace, that are paid off through 
the American National Bank, and that would account for the fluctua- 
tion in the funds. 
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Mr. Waxxace. In the case of the Argo State Bank they had no fund 
on deposit on January 3, 1956, but in July they got $100,000. In 1955 
they had made no contribution to the welfare fund, but after they 
vot a deposit they contributed $100. Was there any relationship be- 
tween the contribution and the deposit ? 

Mr. Pascuen. No; not that I know of. I wouldn’t know because I 
never had any contact with any of these banks in regard to the welfare 
fund, Mr. Wallace. 

Mr. Wau.ace. Let’s shoot down the list in a hurry. The Ashland 
State Bank had $100,000 on deposit, both periods, and was unchanged, 
and made no contribution to the welfare fund. 

Mr. Pascuen. That is right. 

Mr. Wautace. They had $100,000 both times, and neither time did 
they make a contribution ? 

Mr. Pascuen. That is correct. 

Mr. Wattace. The Bank of Elmwood Park had $300,000 in both 
periods, and they contributed $300 both periods which, incidentally, 
is one-tenth of 1 percent. The Bank of Highland Park had $50,000 
in both periods, and made no contribution to the welfare fund in 1955 
but contributed $50 in 1956, which again was one-tenth of 1 percent, 
however. 

The Bank of Lincolnwood had $100,000 in January 1956 and made 
no contribution in 1955 or 1956 to the welfare fund, and July 2 they 
had no fund on deposit. Do you recall the circumstances as to why 
the Bank of Lincolnwood no longer had any funds on deposit ? 

Mr. Pascuen. I don’t recall, but it is my recollection that that 
$100,000 never went into the Bank of Lincolnwood, the check was 
drawn, they perhaps requested it, and decided they didn’t want county 
funds, but it showed on the record on January 3 because of the fact 
that the check had been drawn. That is my recollection. 

Mr. Watxace. The Bank of Lyons had $125,000 on deposit in both 
periods, they contributed $75 in 1955 but nothing in 1956, so they 
stopped contributing but didn’t have their fund drawn down? 

Mr. Pascnen. That is correct. 

Mr. Wattace. The Belmont National Bank, $150,000 in both 
periods, they contributed in 1955 but not in 1956 and didn’t lose any 
deposits ? 

Mr. Pascuen. That is correct. 

Mr. Watxace. The Central National Bank, $400,000 both periods, 
$400 contribution both periods. Now, that, however, is one-tenth of 1 
percent ¢ 

Mr. Pascnen. That is correct. 

Mr. Wattace. This one-tenth of 1 percent seems to be pretty much 
the standard, doesn’t it ? 

Mr. Pascuen. I don’t know, but it seems, after hearing and reading 
the record here, that one-tenth of 1 percent seems to be a standard 
figure. I think that was the maximum anybody contributed. 
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Mr. Watace. The Chicago National Bank—first there was the Chi- 
cago City Bank & Trust Co., a million dollars both periods, and a thou- 
sand-dollar contribution both periods, one-tenth of 1 percent. 

The Chicago National Bank, $2,250,000 both periods, but it made no 
contributions either period ? 

Mr. Pascuen. That iscorrect. Now, when you say the contribution, 
Mr. Wallace, the contribution doesn’t necessarily mean it came from 
the bank. 

Mr. Watuace. Oh, I understand that. 

Mr. Pascuen. You understand. 

: Mr. Watuace. It might have come from one of the officers of the 
ank ? 

Mr. Pascuen. It may have come from an officer of the bank. 

Mr. Wauuace. In the case of the Bank of Elmwood Park, I think it 
came from the bank, and it would vary, would it not? Sometimes—— 

Mr. Pascnen. I don’t know, because, as I said before, I had nothing 
to do with any of these collections or contributions from any of the 
banks or bankers—never discussed it with anybody at any time. 

Mr. Wattace. I may say in the case of the Harris Trust & Savings 
Bank, which had $3 million on deposit in both periods, that $1,000 was 
contributed, but it was by individual officers’ checks in that case. 

Mr. Pascnen. That is correct, I believe; yes. 

Mr. Wautace. Mr. Chairman, I ask permission to put this entire 
table into the record. I may say that it seems to show everything; 
it shows that banks contributed and got their funds increased, it shows 
that banks didn’t contribute and still got their fund increased, it shows 
quite a variety of pictures, but the one thing, I think, that is more 


significant than anything else is the consistency of the one-tenth of 
1 percent as to the amount of the contribution. 

You see in this right-hand column the one-tenth of 1 percent is the 
predominant percentage which the contributions bear to the total 
amount on deposit. 


Senator SparkMan.. Let the list, then, be put in the record in full. 
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Bank BALANCES IN Depostrions oF Cook Country Treasurer HERBERT 
C. PascHens Funps anp ConTRipuTions TO EMPLOYEES WELFARE 
Funp, 1955-56 


County treasurer bank Contributions | Percentage of deposit 
balance to welfare fund 
Name of bank 


American National 

Argo State Bank 

Ashiand ~tate Bank 

Bank of Elmwood Park 

Bank of Highland Park 

Bank of Lincolnwood 

Bank of Lyons--- 

Belmont National Bank 

Central National Bank - ----.-._----- 

Chicago City Bank & Trust Co.... 

Chicago National Bank..-......---- 

City National Bank & Trust Co... 

Colonial Bank & Trust Co 

Commercial National Bank-....-..-- 

Consumers National Bank 

Devon Northtown State Bank 

Drexel National Bank .-........--- 

Evanston Trust & savings Bank - - 

Exchange National Bank __------.--. 

First National Bank of Barrington. 

First Commercial Bank-.... = ied 

First National Bank of Blue Island_ 

First National Bank of La Grange- 

First National Bank of Maywood.. 

First National Bank & Trust 
Company of Evanston, 

Forest Park National Bank-.-.-.--- 

Glencoe Natio :al Bank - 

Harris Trust & Savings Bank. 

Jefferson State Bank 

Lake Shore National Bank 

LaSalle National Bank. - 

Lincoln National Bank 

Manufacturers National Bank 


Maywood Proviso >tate Bank_---_|- 


Mercantile National Bank _.._...-- 

Merchandise National Bank 

Metropolitan State Bank 

Michigan Avenue National Bank. 

Mount Prospect State Bank. ._.-- 

National Bank of Albany Park___- 

National Bank of Hyde Park 

National Bank of Joliet 

National Boulevard Bank 

National Security Bank of Chicago. 

North Shore National Bank 

Northwest National Bank 

Oak Park National Bank 

Palatine National Bank 

Park National Bank. ............- 

Peoples National Bank 

River Forest State Bank 

Sears Community State Bank 

South East National Bank 

Southmoor Bank & Trust Co. 

South Shore National Bank 

South Side Bank & Trust Co 

State Bank & Trust Company of 
Evanston. 

Steel City Bank 

Union National Bank of Chicago. - 

Upper Avenue National Bank 


First National Bank of Chicago_...|21 


Continental Illinois National Bank 
Trust Co, 


1 Individual officers’ checks. 
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Mr. Watxace. It is my understanding that these contributions came 
from the bank funds and from individual officers depending on the 
particuar bank which contributed. 

Mr. Pascnen. That is my understanding. I think that they noted 
them in the record by the name of the bank instead of the person who 
may have contributed it, and therefore it looks on the list as though 
it was from banks. 

I think a good many of them were individuals. 

Mr. Wa.uace. Did you follow very carefully which banks made 
contributions from time to time to—— 

Mr. Pascuen. Mr. Wallace, I never knew what bank, I never knew 
what bank made a contribution until I looked at the records, at the 
time the records were subpenaed before the Federal grand jury. That 
is the first time I ever saw the list of who contributed or the amounts. 
I had never seen it before in my life. 

Mr. Wattace. Whom had you delegated the authority to to allocate 
the county deposit ? 

Mr. Pascuen. Whom had I delegated the authority to? 

Mr. Wattace. You had the authority and the power to select the 
banks at which county funds would be deposited and how much would 
be deposited there. Did you do that yourself ? 

Mr. Pascuen. No, I didn’t do it myself. Mr. Sullivan handled 
most of that. 

, wn Wattace. And Mr. Sullivan also was in charge of this welfare 
und ? 

Mr. Pascuen. Mr. Sullivan, I believe, was an officer of it, but I 
don’t believe Mr. Sullivan had any of the contact with the banks on 
the contributions to the welfare fund. 

Mr. Wauace. You never received any contributions yourself for 
this fund ? 

Mr. Pascnen. No, never. 

Mr. Watace. Why was it decided to form a corporation to handle 
these funds ? é 

Mr. Pascren. I don’t know why. I don’t know why. I presume 
because the Brenza Employees Association had been incorporated 
not for profit, and when I said, “Go ahead” they just followed the 
pattern set. 

Mr. Waxtace. Do you know who the incorporators were ? 

Mr. Pascuen. I believe Mr. Sullivan, Mr. Ronan, and Mr. Kolar, 
but I am not certain. 

Mr. Wansace. Yes, that is according to our record, that is right, 

Mr. John E. Sullivan, Andrew Kolar, and James Ronan. 

Mr. Pascuen. That iscorrect. I believe that is correct. 

Mr. Wautace. Mr. Sullivan was deputy treasurer ? 

Mr. Pascuen. That is correct. 

Mr. Wattace. And a member of the board of the Elmwood Bank, 
and Mr. Kolar was a career employee who had been there some 16 
years ¢ 
~ Mr. Pascnen. That is right. 

Mr. Watace. Who was James Ronan? 

Mr. Pascuen. James Ronan was my attorney. 

Mr. Watiace. Was he chairman of the Bemsocnihe Party State 
Central Committee ? 

Mr. Pascunn. That is correct. 
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Mr. Wattace. Do you know who the officers of the corporation are? 

Mr. Pascuen. I am not certain. I did glance at the books once, I 
think Mr. Ronan was secretary, I think Mr. Smith was treasurer, and 
Mr. Sullivan president, is my recollection. 

Mr. Watuace. That is correct as far as our records show. Who is 
Mr. Smith? 

Mr. Pascuen. Mr. Smith was in charge of personnel in the office. 

Mr. Wauuace. Isthat J. W. F. Smith ? 

Mr. Pascuen. That is correct. 

Mr. Wautace. Did the corporation have a board of directors? 

Mr. Pascuen. I am not certain. I haven’t looked at the corporate 
minutes, they are still all over here in the Federal Building. 

Mr. Wauuace. I believe you testified a while ago, Mr. Paschen, as 
to how much was in this fund, but I have forgotten. Could you tell 
us again? 

Mr. Pascuen. My recollection is it was around $29,000 plus. I think 
they collected $14,500 one years and $14,800 the other year. 

Mr. Watxace. What is the present balance of the fund ’ 

Mr. Pascuen. It is approximately $15,000, more or less. 

Mr. Watiace. Were you or are you customarily consulted about 
expenditures from the fund ? 

Mr. Pascuen. No. No; I had nothing to do with the management 
of the fund. I wasn’t an officer or director of the fund. 

Mr. Wattace. Have you ever been consulted about such expendi- 
tures ¢ 

Mr. Pascnen. I can recall one instance when a man in the office 
died and left a widow with three children, and they talked about giving 
her some help and suggested $500 and wanted to know whether I 
thought that would be all right. 

I said, “If you have the money I think it is a fine gesture.” She was 
left with three small children. 

Mr. Wattace. Was that employee Jack Scheer? 

Mr. Pascnen. Yes. 

Mr. Watiace. You agreed that the donation should be made if 
the fund had the money ? 

Mr. Pascnen. Yes; I said, “If you have got the money.” They 
asked me what I thought of it. I mean, I didn’t manage the fund. 

Mr. Watiace. Were vou consulted on any other occasions about 
expenditures of the fund for charitable purposes ? 

Mr. Pascnen. Not that I recall. Perhaps I was, Mr. Wallace, but 
it doesn’t stand out in my mind. 

Mr. Watace. Do you recall an employee being killed in an auto- 
mobile accident, and whether a payment should be made to his widow? 

Mr. Pascnen. I havea faint recollection of it. 

Mr. Watiace. You don’t recall the precise circumstances ? 

Mr. Pascuen. No. 

Mr. Wauxace. Mr. Paschen, are you familiar with the allegation 
that some of the money was used for your political campaign in your 
cubernatorial contest ? 

Mr. PascHen. Yes; I have seen that in the press. None of the 
money was collected for my campaign. They did in error, as I 
understand it, issue some checks. 

Mr. Watxace. Will you explain the circumstances? 
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Mr. Pascuen. Issued some checks on one day on the employees 
association that were campaign expenses. When " discovered the 
error, there was a check from the campaign fund back to the em- 
ployees association, reimbursing it for those checks. They then 
switched the bank account on the employees association to a different 
bank so that the error wouldn’t occur again. 

Mr. Watxace. Am I to understand that you had or Mr. Sullivan— 
was Mr. Sullivan your campaign manager ? 

Mr. Pascuen. No; he was treasurer of the campaign. 

Mr. Wau.ace. He kept your campaign funds in the same bank 
that he kept the funds of this—— 

Mr. Pascuen. The accounts of both the campaign fund account 
and the employees association account were both, I believe, in the 
American National Bank at that time, when the error occurred. 
They then withdrew the employees association fund, and I think put 
it in the Michigan Avenue Bank, I believe. 

; Mr. Wauuace. Who wrote checks on that fund, on the welfare 
und? 

Mr. Pascnen. On the employees association fund, I think Mr. Smith 
wrote most of them. Mr. Sullivan wrote a few. 

Mr. Wauuace. A few. Did Mr. Smith have the power to write 
Sea on this fund without Mr. Sullivan’s approval, or do you 

now ¢ 

Mr. Pascuen. That I wouldn’t know. I was neither an officer nor 
director of the fund, and I took no part in its management. 

Mr. Wa.uace. Can you give for the record the details concern- 
ing the check number and the payee and the amount and dates in- 
volved in those errors you were talking about awhile ago? 

Mr. Pascuen. I can’t. I don’t have those records here. I can 
supply it for you. 

Mr. Watiace. Would you supply those for the committee ? 

Mr. Pascuen. I will be happy to. 

Mr. Watuace. The check numbers, the payee, the amount of the 
checks, and the approximate dates. 

Mr. PascHEen. Ves. 

Mr. Wattace. As I understand it, those were payments which were 
made for your campaign fund out of the welfare fund by mistake? 

Mr. Pascuen. That is correct. 


Mr. Wauuace. And the error was rectified. When was the mistake 
made; do you recall ? 

Mr. Pascuen. Sometime in June, and I believe they caught it when 
the statement came through, and it was corrected on or about the same 


time. That is my recollection. I will be happy to supply you with 
the dates. (Seep. 741.) 


Mr. Watace. Yes; I think that will do. 

How was the money refunded ? 

Mr. Pascuen. By check on the campaign fund. 

Mr. Wattace. I see. Do you know of any other expenditures from 
the welfare fund for purposes other than charity, the county treasurer’s 
employees or contributions for charitable organizations ¢ 

Mr. PascuEen. There were some political organizations, tickets, ads. 
Many times a thing appears as an ad, but it is a charity contribution 
even though it is in the form of anad. Many schools, you know, when 
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they are raising funds for school buildings, they have gt they 
sell you a hundred dollars a page. That is the way they collect the 
charity. Those are really charity contributions. 

Mr. Watiace. The proceeds of this fund, the welfare fund, could 
they be used to purchase tickets to a golf day? 

Mr. Pascuen. They were, some of it I think was. 

Mr. Wattace. So that, in order that we can understand the pur- 
pose of this fund completely, it was for charitable purposes, but it 
was also for political purposes insofar as a particular employee had 
obligations to ward organization ? 

Mr. Pascuen. That is correct. 

Mr. Watiace. Is it my understanding that you propose to close out 
this fund ? 

Mr. Pascuen. As soon as practicable. There is pending a civil 
suit in which I haven’t been served, in which they allege that the fund 
should be paid over to Cook County. So until that is disposed of you 
couldn’t very safely distribute the money. 

Mr. Watxace. 1 was going to ask you what you plan to do with 
the money. 

Mr. Pascuen. I would say, my recommendation to the officers would 
be to give it to charity and close it out. 

Mr. Watuace. Did you ever have any information to indicate other 
than the fact that these bank contributions to the fund were volun- 
tary? 

Mr. Pascuen. No, never. 

Mr. Wattace. No contributions were ever received from any person 
or bank other than a person or bank having on deposit county funds? 

Mr. Pascnen. Not that I know of. 

Mr. Wattace. I think we agreed earlier in the testimony that these 
county funds are of great value to the banks. 

Mr. Pascuen. All deposits are of value to banks, whether they are 
county or private funds. They do a lot of advertising on billboards 
and everything to build up their deposits. 

Mr. Watuace. Has any bank made application for the deposit of 
these funds which has been turned down? What I mean is, do you 
try to accommodate all banks? 

Mr. Pascuen. I don’t recall. We try to spread it among various 
banks, in outlying areas, too. Their argument would be the taxes 
are collected from all over Cook County. The funds are drawn out 
of the bank to pay the taxes from this area, and we are entitled to con- 
sideration as well as the large Loop banks. 

I believe there is merit in what they argue. 

Mr. Wattace. Did you ever handle any of these requests yourself, 
or did you give them all to Mr. Sullivan, the requests to get funds? 

Mr. Pascnen. Some of them may have dropped in to see me, and 

I would go in to talk with Sullvian with them, and they would make 
the formal application. I recall some people dropped in. I don’t 
recall their names now. 
_ Mr. Wattace. Are you currently surveying practices and policies 
in the county treasurer’s office with reference to safeguarding county 
funds? Are you surveying ways and means of putting these funds 
in places where they will make money for the county ? 

Mr. Pascnen, That is correct. 

Mr. Wattace. Instead of 
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Mr. Pascuen. That is the investment program we discussed earlier, 
Mr. Wallace; to put it in short-term governments wherever prac- 
ticable. You have to keep in mind in doing that it depends upon the 
various accounts. Now, you read an article in the press, you would 
think you had a hundred million dollars to invest, just free money, 
but there are many, many accounts in the treasurer’s office. 

You keep your accounts segregated. In some instances, if you 
earn interest on the money, the money will go to Cook County. In 
other instances it goes to the person whose money you are investing. 
Therefore you must keep your accounts segregated. If it is highway 
money you are investing, the highway express fund gets the money 
earned on it. You can’t go out and haphazardly invest money. 

Here is a sheet from the treasurer’s office showing various accounts. 
There are at least a hundred accounts or better, 150 accounts. It is 
broken down. 

Mr. Wattace. Would you be willing to supply that for the record ‘ 

Mr. Pascuen. I will get you a copy of one of these, Mr. Wallace, 
to show you the various accounts, how the money is deposited, you see. 
(See p. 741.) 

Senator SparkMAN. As to the situation on the funds under deposit 
in your care, to compensate for property that has been taken under 
condemnation proceedings, not yet drawn down 

Mr. Pascnen. Not yet drawn down. I believe that was one of the 
accounts. I have a copy of a letter, the opinion of the State’s attorney 
of October 2 in which he refers to condemnation award deposits. 
I had written to the county board proposing, back in September, early 
September, the investment of these various accounts that we figured 


were pretty stable and could be invested, where looking at them over 


a period of years, say the account was $8 million, it had gone to a low 
of 4, 5, or 6 million dollars, that you figured you could safely invest 
4 or 5 million of that account, that the oad would never go below 
that point at any quick period, within a 90-day period. We outlined 
these various accounts. Among them was the condemnation award 
deposit account. 

Senator Sparkman. What would become of the interest in that cir- 
cumstance ¢ 

Mr. Pascuen. Here is the answer of the State’s attorney : 

As the name indicates, they are not public funds, but funds belonging to indi- 
viduals whose property has been condemned, and there is no statutory authority 
for the county treasurer to invest them. 

Now, say that I did invest that regardless. I would say that per- 
haps the person whose money it was would be entitled to the earnings 
on that investment, not the county in that particular instance. And 
then we would have a terrific job, Senator, of trying to bookkeep the 
earnings on that investment, being divided into many, many accounts. 

It is the same with the estate heirs account. Who is entitled to the 
earnings on it when you try to break it down ? 

Mr. Wattace. Are all of the banks in which you have county funds 
on deposit Cook County banks ¢ 

Mr. Pascuen. They are all Cook County banks. 

“ Mr, Wane.nce Do you have funds on deposit in the Highland Park 
ank ¢ 

Mr. Pascuren. Yes. They were withdrawn. 
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Mr. Wattace. They were withdrawn. Mr. Paschen, do you own 
any stock in any banks # 

Mr. Pascuen. In the Glencoe National Bank, that is the only bank 
I own stock in. f i 

Mr. Wattace. Do you own a substantial amount of stock in the 
Glencoe Bank ¢ ey 

Mr. Pascuen. I think I own something like 200 to 250 shares. 

Mr. Wattace. Does that bank have county funds on deposit ¢ 

Mr. Pascuen. Yes. 

Mr. Wauiace. How much? 

Mr. Pascuen. I believe they have $190,000. 

Senator SparKMAN. Did it have it prior to your coming into office ¢ 

Mr. Pascuen. Yes, it did, Senator. 

Mr. Watiace. I may say, Mr. Chairman, that the table from which 
we have been reading was compiled by the office of John Gutknecht, 
State’s attorney, who had compiled it from his records prior to the 
grand jury proceedings. — 

They are not grand jury proceedings themselves, but statements 
taken prior to them. 

Mr. Pascuen. I think the records we supplied Judge Gutknecht, 
the various accounts, and I asked him to release the figures to the press. 
At my request Judge Gutknecht, State’s attorney, released all of the 
figures to the press. 

Mr. Watuace. I may say that Judge Gutknecht’s office saved us a 
great deal of work in this regard, and we appreciate it. 

Senator Sparkman. Mr. Rogers. 

Mr. Rocrrs. Mr. Paschen, I didn’t quite understand your reason 
why the Bank of Lincolnwood did not get the $100,000. 

Mr. Pascuen. I am not familiar with the details. Mr. Wallace 
said they lost a hundred thousand dollars. It is my recollection—I am 
not sure of this now, it is recollection—that these, that they perhaps 
had asked for some money or somebody in their behalf had made a re- 
quest that they receive it, and that the check was drawn out pending 
them submitting the application, so forth and so on, and then they de- 
termined that they didn’t want county funds; so the check was then 
canceled. 

The check having been drawn, it would be shown on the list as a de- 
posit. I don’t believe the money ever went into the bank. It is my 
recollection ; I will check that tobe sure. (See p. 740.) 

Mr. Rocers. I wondered. We agreed these deposits were of great 
value. I wonder why the bank didn’t want it. 

Mr. Pascuen. There are some banks, Mr. Rogers, that don’t care 
for public funds. For one reason, they are subject to withdrawal at 
any time. These are demand deposits. I aol embarrass a good 
many banks if I went back to the office and said, “I am not going to 
have any more of this,” and wrote out all of the checks for the money 
on hand in these banks, and they lost their deposit overnight. It 
could seriously embarrass those banks. That could happen. They 
are demand deposits. 

Mr. Rocerrs. I notice that the national banks didn’t contribute to 
the welfare fund. 

Mr. Pasonen. That is right. 

Mr. Rogers. Is there any reason for that? 
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Mr. Pascuen. I never made any solicitation of any bank nor did 
any banker discuss with me a contribution to the welfare fund. 

Mr. Rocers. I think also we should read into the record on the 
Southmoor Bank & Trust Co. that it had deposits of $450,000 on 
January 3, and on July 2, and contributed $200 in 1955 and $450 in 
1956. 

Mr. Wattace. The $450 again would be one-tenth of 1 percent. 

Mr. Rocers. Mr. Sullivan was your chief assistant in your office? 

Mr. Pascuen. That is correct. 

Mr. Rogers. What was his salary? 

Mr. Pascuen. $12,000 a year. 

Mr. Rocers. And as I understand from your testimony he was also 
your campaign treasurer ? 

Mr. Pascuen. He was treasurer of the campaign. 

Mr. Rocers. Treasurer for the campaign for governor? 

Mr. Pascuen. Yes. 

Mr. Rocers. Did he serve as your campaign treasurer when you 
ran for county treasurer? 

Mr. Pascuen. No. 

Mr. Rocers. When you ran for county treasurer, did bankers con- 
tribute to your campaign fund ? 

Mr. Pascuen. I think some friends of mine who were bankers 
maybe gave me some money. I don’t recall. 

Mr. Rogers. Do you recall the contribution by the Elmwood Bank 
of $200? 

Mr. Pascuen. In detail, no; I donot. Mr. Sullivan may have given 
it tome asacontribution. I don’t recall that. I have no recollection. 

Mr. Rogers. You know as a fact they did contribute $200? 

Mr. Pascuen. I couldn't be certain. I read in the papers that they 
said they did. 

Mr. Rogers. You don’t know of any other bankers offhand that you 
could specify that contributed to your campaign in 1954? 

Mr. Pascuen. No; I couldn’t. 

Mr. Rogers. When they hold the Paschen Golf Days, do bankers 
contribute to those? 

Mr. Pascuen. They buy tickets, some of them, individuals. 

Mr. Rocers. Mr. Russell testified the other day that the Elmwood 
Park Bank had purchased $40 worth of tickets. 

Mr. Pascuen. I presume they did. I don’t know. 

Mr. Rocers. What was Mr. Ronan’s function in your office? 

Mr. Pascuen. Mr. Ronan advised me on certain matters as an 
attorney. 

Mr. Rocers. He is an attorney? 

Mr. Pascuen. Oh, yes. 

Mr. Rocers. He advises you on legal matters? 

Mr. Pascuen. On legal matters; yes. 

Mr. Rocers. Is this common practice for the county treasurer to 
have his own attorney? 

Mr. Pascuen. Certainly, has been for years and years. I can’t re- 
member a time when there wasn’t an attorney for the county treasurer. 
I believe at one time Mr. Homer Dines was, Arthur Sullivan. Gren- 
ville Beardsley, who is first assistant attorney general for Illinois, 
now, I believe, he was for Mr. Nelson. 
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The county treasurer has always had an attorney. There are many 
times you get conflicts between various departments of the county, and 
the State’s attorney would be in a little difficult position representing 
everybody in the case. 

Mr. Rocers. Normally the State’s attorney would be your legal rep- 
resentative? 

Mr. Pascuen. In normal matters; yes. 

Mr. Rocers. I noted that in your statement you said you contacted 
Mr. Gutknecht in regard to the placing of additional funds in Gov- 
ernment securities. 

Mr. Pascuen. That is right. 

Mr. Rogers. What is the dividing line as to when you talk to Mr. 
Gutknecht and when you ask Mr. Ronan’s opinion ¢ 

Mr. Pascuen. I don’t know that I can specify offhand. Now, for 
instance, in these condemnation matters, the law provides now, with 
the change in the law, that where there is a conflict of interest between 
the parties, the owners of the property, that the condemning authority 
or court can decide the issue. And there was a great deal of discus- 
sion about that matter. 

The State’s attorney’s office took one position that we should not file 
answers in the proceedings afterwards, and the judge said we must 
file answers, me * I know Mr. Ronan spent weeks on some of those mat- 
ters up there in court. 

Our position was different from that of the State’s attorney on it. 

Mr. Rogers. Did you say the position is authorized by the statutes 
or by custom ? 

Mr. Pascuen. What? 

Mr. Rocere. This position of attorney, your own personal attorney. 

Mr. Pascuen. It has been in the budget for as long as I can remem- 
ber. They have had attorneys for these various public offices. 1 mean, 
there has been some fuss about it in the papers. It is a question of 
wording, whether, if I were to hire you, I called you a secretary with 
legal experience or whether you have outside special attorneys, an item 
in your budget for that. 

Mr. Rogers. What was Mr. Ronan’s salary ? 

Mr. Pascuen. He had no salary. He is not a salaried employee. 
There is an item in the budget of $10,000 for outside special attorneys. 

Mr. Rocers. You mean he would submit a bill for legal services? 

Mr. Pascuen. He submits bills for services rendered. 

Mr. Rogers. Does that amount to $10,000 a year? 

Mr. Pascuen. It did in 1955. What it will amount to in 1956, I 
don’t know. 

Mr. Rogers. Do you consider him a full-time employee ? 

Mr. Pascuen. No; 1 do not. 

Mr. Rocers. To your knowledge, did he draw up the papers for the 
Herbert C. Paschen welfare fund ? 

Mr. Pascuen. I believe he did. 

Pr Rocers. What position does Mr. John W. F. Smith have in your 
office ? 

Mr. Pascuen. He is no longer in my office. 

Mr. Rogers. What position did he occupy ? 

Mr. Pascnen. He was in charge of personnel. 
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Mr. Rogers. Was he a career employee, or did he come in with you? 

Mr. Pascuen. No. Mr. Smith came in when I came in. Mr. Sul- 
livan had recommended Mr. Smith. 

Mr. Rocers. Mr. Sullivan did ? 

Mr. Pascuen. Yes. 

Mr. Rogers. Had you known that he had previously worked for 
Orville Hodge? 

Mr. Pascuen. No; I didn’t. Mr. Sullivan told me that Mr. Smith 
had been in the Foreman Bank many years ago. I think he was an 
auditor in the Foreman National Sak: Then Mr. Smith had been 
with the auditor’s office as a career employee since about 1932, and he 
had retired from the auditor’s office. 

I didn’t know 

Mr. Rocers. You didn’t know anything about the circumstances of 
his leaving ? 

Mr. Pascuen. No; I didn’t know when he left, when Ben Cooper 
went out, or whether he stayed on a month or two under Hodge or a 
year under Hodge. I didn’t know that. 

Mr. Rocers. What was his salary ? 
= Pascuen. I don’t recall, four-hundred-something a month, I 

lieve. 

Mr. Rogers. Did you fire him, or did he resign ? 

Mr. Pascuen. Mr. Smith did not get fired. Mr. Smith discussed 
with me the question of his leaving the office, as did Mr. Sullivan, 
when the press raised the question about Mr. Smith having been with 
Mr. Hodge, and with Mr. Sullivan being in the Elmwood Park Bank 
and Mr. Hodge in there. 

Both of them discussed with me the fact that it might be embar- 
rassing to me because the press was tying them up with Mr. Hodge 
or attempting to. After a discussion with them, both agreed that 
perhaps it was best that they leave. 

Mr. Rocrrs. Do you know Michael J. Howlett ? 

Mr. Pascuen. Yes. 

Mr. Rogers. What is his connection with your office? 

Mr. Pascuen. None. 

Mr. Rocers. Did Mr. Howlett ever discuss with you the placing o1 
county funds? 

Mr. Pascuen. Not with me; not with me that I recall. 

Mr. Rocers. I would like to read to you excerpts from Mr. Hintz’ 
testimony. As you know, he didn’t testify publicly. Mr. Wallace 
and Mr. Hale interviewed him earlier in closed session on Aucust 29. 
This part of the testimony relates to how he obtained county deposits 
in 1955. I willread it verbatim: 


Mr. WALLACE. Who went to see Mr. Paschen, or was Mr. Paschen contacted? 

Mr. Hrntz. No; I will tell you how we got the Paschen fund. It was through 
Mike Notaro and Mike Howlett and I who were having lunch one day, and 
Mike said, “How would you like to have some county funds?’ and I said, 
“Well, if there is any surplus we can use them.” 

Mr. Hater. Mike? 

Mr. Htntz. Mike Howlett. 

Mr. Hare. Howlett? 

Mr. Hrinrz. Yes, and he said, “Well, now, I don’t know who to give them 
to first. Mike Notaro would like some for the Central National.” 

So Notaro said, “Well, give Ed the first 100 or 150, and I will take the 
next.” 

That is the way it happened. 
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Mr. Have. And Mr. Howlett knew Mr. Paschen, knew the treasurer’s 
“Our. Leonarp. No; he knew Mr. Paschen. 

Mr. Hrntz. He has known Paschen, I imagine, for years. 

Mr. WaLLace. Who, Howlett? 

Mr. Hintz. Howlett; yes. 

Mr. WALLACE. Howlett was the Democratic candidate for State auditor? 

Mr. Hintz. And he—— 

Mr. Leonarp. He has headed OPS. He is a member of the club. He is on 
the board of directors. He is a friend of everybody. 

What authority did Mr. Howlett have to make such statements? 

Mr. Pascuen. Mr. Howlett made no statement there. That is Mr. 
Hintz talking, as I heard it. That is Mr. Hintz, you are saying 
something that Mr. Hintz said Mr. Howlett said, something that 
Mr. Hintz said that Mr. Howlett said. 

Whether he said it, I don’t know. I wasn’t there. That is what 
somebody else said, somebody else said, as you appreciate. Mr. 
Howlett would have no authority to say to anybody he could get 
county funds. 

Mr. Rocers. That is the answer I want to secure from you, whether 
he had authority, whether this is true or not. Did he have authority 
to make such statements ? 

Mr. Pascuen. How would he have any authority ? 

Mr. Rogers. That is what I want to find out. 

Mr. Pascuen. Certainly not. 

Mr. Recers. Would Mr. Howlett discuss such a thing with Mr. 
Sullivan ¢ 

Mr. Pascuen. I don’t know whether he discussed it with Mr. Sulli- 
van or not. I don’t recall Mr. Howlett ever asking me to put any 
money in the Southmoor Bank, or any bank. 

Mr. Roerrs. I believe that is all. 

Senator Sparkman. I think it might be pertinent to say in connec- 
tion with the statements just read from Mr. Hintz, as Mr. Rogers said, 
that was a statement made prior to these hearings and was not sworn 
to, and when Mr. Hintz appeared before the committee he refused 
to take the oath and to testify under oath before the committee. 

However, Mr. Sullivan is to be a witness before the committee, and 
you can ask him the question directly. 

Mr. Watuace. Mr. Paschen, I have just one other question that I 
want to ask you. In past testimony that we have received it has been 
stated that Mr. Snyder, of the Continental Illinois Bank, recommended 
Mr. Sullivan for the position as president of Elmwood Park Bank; 
also that Mr. Snydlax later recommended Mr. John H. Russell to be 
president of the same bank. 

We also know that the Continental Illinois Bank is a correspondent 
bank for the Elmwood Park Bank. After Mr. Sullivan had been 
president of the Elmwood Park Bank, and while he was a director of 
that bank, he beeame deputy treasurer under you; is that correct ? 

Mr. Pascnen. It was after he was president. I think he went out 
as president in early 1954 or late—— 

Mr. Watxace. January 1954? 

Mr. Pascuen. January 1954, and at least 10 or 11 months later he 
came into the treasurer’s office. 

Mr. Wattace. You, as I understand it, have also testified that in 
general you left it up to Mr. Sullivan’s discretion as to where to deposit 
county funds; is that correct ? 
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Mr. Pascuen. That he talked to most of the people, the details; yes. 

Mr. Wat.ace. Now, then, I am relating back to another part of the 
testimony, what has been said in our previous testimony, which is that 
when Democrats control these funds they go to the First National 
Bank, and when Republicans control them they go to the Continental 
Illinois Bank. They are the big active accounts. I was just wonder- 
ing if there is any connection between the fact that Mr. Snyder had 
recommended Mr. Sullivan to the Elmwood Park Bank and the fact 
that Mr. Sullivan had authority from you to decide where these 
deposits would be made that he kept the big account at the Conti- 
nental Bank rather than the First National. 

Do you know 

Mr. Pascuen. I don’t know anything about that. I think it was a 
matter of continuing where they were. These accounts are split up 
into various items, so forth, and so on. 

Mr. Wauuace. Rather than take money out of the Continental Illi- 
nois Bank, you continued the system as it was going ? 

Mr. Pascuen. Personally, I bank at the First National. I wouldn't 
be prejudiced for or against one. I know both gentlemen. 

Mr. Wa.uace. The fact is, Mr. Sullivan kept the largest account 
at the Continental Illinois Bank, and there was no change in policy 
between your administration and the previous administration with 
respect to which bank had the biggest deposit. 

Mr. Pascuen. That is right. In fact, I never heard if it was Demo- 
cratic it goes one place or Republican it goes to the other. No one 
ever suggested that to me. 

Senator Sparkman. Thank you very much, Mr. Paschen. 


(The following was subsequently received from Mr. Paschen:) 
Curcaao, October 17, 1956. 


Mr. Ropert WALLACE, 
United States Courthouse, Chieago, Il. 


Dear Mr. WALLACE: When I appeared before the Senate Banking and Cur- 
rency Committee the other day you requested certain information which was 
not then available and which I told you I would supply. 

(1) There are 128 banks in the county of Cook, according to the Illinois 
Bankers Association. 

(2) Deposits were made in the Southmoor Bank & Trust Co,, as follows: March 
4, 1955, $200,000 ; June 23, 1955, $250,000. 

The application for these funds was signed by Mr. Hintz. 

(3) A check was drawn on December 19, 1955, in the sum of $100,000 to the 
Bank of Lincolnwood. The check was never delivered, It was canceled on 
January 6, 1956, so this amount was never deposited in the Bank of Lincolnwood, 
but it appears upon the schedule as the check had been issued. I do not recall 
the detail in regard to this, but I have some recollection that this was a very 
new bank and that perhaps the reason that this fund was not deposited was 
that we were waiting for more experience on the part of the bank. 

(4) The banker friends of mine who made individual contributions to my cam- 
paign in my race for governor are as follows: 


J. F. Mannion, Continental Illinois National Bank & Trust Co 

John J. McDonough, Harris Trust & Savings Bank._..._......._..-____.._ _ 100 
Walter A. Gatzert, American National Bank & Trust Co 25 
George J. Fitzgerald, Michigan Avenue National Bank 
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(5) The checks drawn on the employees association fund in error which were 
reimbursed by check drawn on the campaign fund on July 19, 1956, in the amount 
of $1,544.28 were as follows: 

No. 195. Hotel St. Nicholas 5° 94 
No. 199. Herbert C. Paschen, miscellaneous 547. 87 
No. 206. Western Union "86 
No. 237. Charles Callanan 318. 45 
No. 267. Al Kumskis Day 20. 00 
No. 269. Western Union 6.15 
No. 270. Hinckley & Schmidt 15. 00 
No. 271. Lllinois Belle Telephone Co 145. 01 
No, 272. E. H. Boehm Co 102. 33 
No, 273. Utility Stationery 12.17 
No. 274. Chicago Towel Co 6.25 
No, 275. Charles Callanan 217. 30 


28 
(6) I hand you herewith photostatic copy of the “Sundry special funds and 
trial balance, office of the county treasurer,” for the month ending September 
30, 1956. 
(7) When the copy of the audit of the employees association is available from 
Peat Marwik Mitchell Co., I will forward the same to you. 
Very truly yours, 
HERBERT C. PASCHEN, 
County Treasurer, Cook County. 


Sundry special funds, Cook County, Ill., office of county treasurer—Monthly 
statement of cash receipts and disbursements, month of September 1956 


Aug. 31, 1956 | ments Sept. 30, 1956 


\Cash balance, | Receipts | Disburse- (Cash balance, 
} 
j 
| 


General fund $4, 791, 426. 47 |$8, 099, 790. 44 |$9, 107, 689.37 | $3, 783, 527. 54 
General corporate fund gn ead » taeodepiiiats . , ow ith a 
Bond and interest fund 3, 921, 387. 27 | 1, 155, 104.8 1, 548, 605.00 | 3, 527, 887.15 
County highway fund 65, 603. 31 | . 2, 346, 298. 96 | 932, 133. 64 
Hard road refund fund | c 5 ilhidNienamaiarall diel 13, 270. 13 
Motor iuel tax - , , 689, 766. ; 1, 240, 560. 2, 458, 887. 27 
Series Z revolving fund j ee Sis , 324. 12 
Blind relief fund sar dieeiae 


Old-age security fund__.......-- 
Aid to dependent children 
Corporate and trust warrants outstanding 1955_ 
Corporate and truct warrants outstanding 1956 502, 246. 76 
Abstract guarantee fund (cash). _. -- : a 2, 720. 21 
Torrens law indemnity, 1902 and subsequent, | 
Cn... .s - 4k SL eee ae 19, 755. 00 
Public assistance ___ 106, 477. 95 
County highway working cash fund 11, 181. 70 
Super highway construction fund___....._.__._| 5, 231, 671. 64 
Juvenile home improvement fund 266, 778.15 | 
County hospital improvement fund 2, 780, 244. 27 
County home improvement fund___. 572, 261. 91 
Criminal] court and jail improvement fund | 1, 567. 52 
Superhighway series A bond sinking fund 2, 675, 000. 00 
Superhighway series B bond sinking fund | 1, 962, 187.50 | 
Superhighway series C bond sinking fund 1, 421, 875.00 | 
Superhighway series D bond sinking fund_-..__} 1, 596, 250. 00 
Superhighway series E bond sinking fund 787, 500. 00 
Expressway construction fund ___..___...._../35, 680, 490. 32 
Expressway series A bond sinking fund 4, 401, 413. 36 
Expressway fund bond purchase fund 
30nd and interest bond purchase account 








|21, 697, 777. 54 | 38, 359, 957. 47 


| 
BOND ACCOUNTS 
i 
; 


Abstract guaranty fund 
Torrens law indemnity fund 
Expressway fund 


1, 

| 30, 

Bond and interest funds 
al 





83551—56— pt. 2-82 
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Trial balance for month ending Sept. 30, 1956 


| 


Account 


Cash . 

Tax collections, undistributed 

Taxing bedy control 

Taxing body special assessment control 

Cook County undist~i* uted fund 

City special assessments 

Comme special assessments —_- 

Sertificate of sale 

De slinquent city special assessments - 

Delinquent county special assessments_____-._.......-..-._- 

Snecial fo-feituces 

Cc ounty collecto~’s commissions 

Non-*ig-school fund as 

Cook County employees A. and B. fund, bonds 

Cook County emnlovees A. and B. fund, cash i 

Forest p-ese-ve emnloyees A. and B. fund, bonds 2,051, 090. 

“ Fo-est p-everve emplovees A. and B. fund, cash 15, 004. 2 

34- 54_____.| Towns collecto ’s collection, 1954 tax 3, 032. 52 
34-55__._...| Towns collecto~’s collection, 1955 tax 
33-9 ___. Inheritance tax, September 
38 General fund ___- 
40 ; Bond and inte~est account 
40-A . Bond and inte~est account, bond purchase account 
40-B Bond and interest account, bond account 
41 County higway fund s 
41-A.. Highway working cas’ fund___. 
42 . Hard roais refund, fund 13 
43 Moto- fuel tax fund 2, 458, 887. 2 
44 Motor fuel fees 2.73 
45 Townshiv road fund _- 69, 739. 
46__.......| Series Z revolving fund 1, 540, 324. 12 
48 Blind relief fund a A ; 1, 689. 45 
5B Puhiic assistance _ ; : “ ind 118, 805. 69 
52-53 __. Co~po-ate and t-ust warrants, O/S 1953 
§2-55 Co-no~ate and t-ust wa-rants, O/S 1955 : , 167. 
52-55 Co-no-ate and t-ust wa-rants, O/S 1956.........._.. ee) 713, 996. 5: 
| a Penalty and inte-est account ..._.....-.--- 
55 es account ..... 
57-31 Tax loan, 1931 co no -ate 
57-32 Ts : loan, 1932 co-no-ate 
67-33 ... Tax loan, 1953 co-no ate 
57-34 __. Ts x loan, 1931 co-»0 ate 
57-55 Tax loan, 1955 co-no~ate 
57-53 x loan, 1953 co-no-ate 
43-55 »x loan, 1955 hig‘way 
53-59 x loan, 1953 “ie ywav 
59-31 x warrants, 1931 outstanding 
59-32 x war-ants, 1932 outstanding 
59-33 x warrants, 1933 outstanding _- 
ox warrants, 1934 outstanding . 
ax 
ax 
ax 
ax 
ax 
ex 
ax 
ax 
ax 
ox 





59-34 

59-55 warrants, 1955 outstanding 

59-55 warrants, 1953 outstanding 

60-31 warrants, 1931 redemption fund 

60-32 warrants, 1932 relemnption fund 

60-33 warrants, 1933 relemption fund 

60-34 warrants, 1934 redemption fund__ 

60-55 warrants, 1955 redemption fund_. 

61-33 warrants, inte-est reserve, 1933 __ 

61-55 warrants, inte-est reserve, 1955 

1-55____ warrants, inteest rece~ve, 1955 

62 hee Abs tract gua-anty fund, bonds 

63 ....| Abstract gua-anty fund, cash. 

64-36. _- 

66... Condemmatt ion deno- it 

67-48 _____| Condemnation, 1948 and prio~ tax deposit 
Condemnation, 1949 tax devosit 
Condemnation, 1959 tex de~o- nit 





III eeeeeeedee se > 


2eezee: 


Cc ondemnati ion. 1952 tax aoow ‘it eects ciie ain a Aabaglice otaaeecleaiiamcaeee pin 
Condemnation, 1953 tax deposit. _._...........-...--..---... 
..| Condemnation, 1°54 tex denocit 
| Condemnation, 1955 tax deposit. -__--..-.-....-.--...---..... 
Condemnation, 1956 tax denosit 
County collecto”’s contingent fand_-__._.....-..-.-2 222222 
H. C,. Pasc»en aecount for J. Toman, Pe checks 
Estate of heirs deposit... _- 
Herbe~t C. Paseven blocked account. 
Estate of hei-s, bond account ; 
Feb Deer Dinara CUR iin ele dance atiieaindeos cco saaanlnmanccnnsummanaed 
' Personal property, 1946 tax deposit 9.71 


ESsPSR82: 


BAR 
SSBRERRsSSRQactVes 
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Trial balance for month ending Sept. 30, 1956—Continued 





Account 


Personal property, 1947 tax deposit 
| Personal property, 1948 tax deposit 
_| Personal property, 1949 tax deposit 
| Personal property, 1950 tax deposit 
Personal property, 1951 tax deposit 
Personal property, 1952 tax dep< sit 
Personal property, 1953 tax depc sit 
_.| Personal property, 1954 tax deposit 
| Personal property, 1955 tax aos 
| Personal property, 1956 tax de 
| Torrens law indemnity, 1902, 
| Torrens law indemnity, 1902, cash 
Evanston City warrants._ - 
Tax deposit in escrow 
; County elerk’s redemption fund 
Personal property costs, circuit court 
..| Personal property cost, ‘municipal court 
__...| Personal property costs, bailiff 
Se | Personal property costs, sheriff 
ERS Personal property costs, miscellaneous superior court 
oS Returned check account 
OF Tellers’ overcollections 
a8 Receivership deposit account 
101 7 Securities in hands of county treasurer 
102-A_....| Duplicate and overpayment series A account 
102-O0__.__| Duplicate and overpayment series O account 
102 Duplicate and overpayment series R account 
102-V__...| Duplicate and overpayment series V account 
103.__..... | Tax payment held on account of lack of detail 
104 ; County clerk’s redemption fees _- 
106 Delinquent tax deposit 
114-49 ___| Reserve, 1949 tax 
114-5 Reserve, 1950 tax 
114! _.| Peserve; 1951 tax 
114-52. Reserve, 1952 tax 
114-53,__._.| Reserve, 1953 tax € ; 
114-£ Reserve, 1954 tax.__....._--- Detn sae Sabiwmunenshasbieticens 
114-5 Reserve, 1955 tax 
116 Yorfeiture foreclosure auction sales deposit _ - 
117 __| Masters and receivers unclaimed fund 
117-A_.. Masters and receivers unclaimed fund, bonds 
121__......| Rate judgment refused, general 
122____.__.] “ete indgment refused, delinquent personal property. 
124... Val judg ~ent refused . 7 
as ate judgment refused, undistributed general 5, 91. 264. 56 
ee Rate j dement refused, delinquent personal property, un- 2, 305, 645. 98 
distributed. 
134__._....]| Val judement refused, undist~ibuted 13, 435, 256. 56 
142 ______| Cook County Hosnital improvement fand : 2, 686, 605. 86 
143 Oak Forest improvement fand -- 567, 659. 14 
144... Dental participation fund / 4, 740. 20 
ib. cs Superhighway series construction fund. _--_-.........-.--- bd 4, 898, 833. 28 
146 ___. Juvenile home const~uction fund 266, 262.09 
148-A Superhighway se~ies A bond sinking fund PAU 2, 675, 000. 00 
148-B__.. | Superhighway se~ies B bond sinking fund 1, 962, 187. 50 
148-C __. Superhighway series C bond sinking fund 1, 421, 875. 00 
148-D__.._ | Superhighway series D bond sinking fund ee Ria 1, 5%, 250. 00 
148-E_... | Superhighway series E bond sinking fund 490, 000. 00 
149....... | Oak Forest rehabilitation fund 81. 68 
150. Ceok County criminal court and jail improvement fund_- 1, 567. 52 
155 : Susperse account 2, 980. 45 
156 Family court of Cook County trust fund 595 18 
164 Stickney, Forest View Library District 301 36 
165 896 95 
166______..| Tax deed deposit account. 658 84 
167__._....| Expressway fund of Cook County 790 75 
i67-A__...| Expressway series A bond sinking fund 7 413 36 
167-M_.._| Expressway fund bond account - 
167-T__.._| Expressway fund bond purchase account 
168 _._....}| Cook County rabies division 1-A 
23-A_...__| Forfeiture foreclosure collections, special account 
74-57 Personal property, 1957 tax deposit 


SEESESE 


— 


BZESuonnwenned 
S2233 


3 
gal & 
Pc) 











240. 735,080.46 | 240,735,080 46 
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(The following was earlier received from Mr. Paschen:) 


Curcaao, September 1, 1956. 
Mr. Rosert WALLACE, 
Chicago, Til. 


Dear Mr. WaLLace: The other day when I was before the Senate committee 
you requested certain information. I have had the same prepared and enclose 
the October 1954 statement of the bank balances of John Brenza, and January 
8, 1956, and July 2, 1956, statements of the bank balances. 

Section 20 of chapter 36 of the Illinois Revised Statutes, 1955, providing for 
the designation of depositaries provides: ‘The amount of such deposits shall not 
exceed 75 percent of the capital stock and surplus of such bank,” and may require 
each bank selected as a depositary to deposit securities equal in market value to 
the amount of the funds and money deposited. 

This is the information you requested. If there is anything further that you 
wish, please let me know. 

Sincerely, Hersert C. PASCHEN, 
County Treasurer, Cook County, Iu. 


Oook County, IU., office of the treasurer, John Brenza, bank reconciliation month 
of October 1954 

Amalgamated Trust & Savings Bank 

American National Bank & Trust Co 

OIE, 207, I ee 

Belmont National Bank 

Central National Bank & Trust Co 

Coueaeo City Bask @ Teset Co... nan0cemsaneeeeeedae 

Chicago National Bank 

City National Bank’ & Trust Ooo nse seen 

Commercial National Bank 

Commercial National Bank of Berwyn 

Cosmopolitan National Bank 

Drexel National Bank 

Evanston Trust & Savings Bank 

Exchange National Bank 

First Commercial Bank__- ___- andiniitantemastiamaiaantameia eae nat 

First National Bank of Blue Island 

First National Bank & Trust Company of Evanston_._____-.____ 

First National Bank of La Grange 

First National Bank of Maywood 

Glencoe National Bank-_-_-- Siecisswcndonrocnisi aioe ateesiee cit aE aa oe 

Harris Trust & Savings Bank 

La Salle National Bank 

Lincoln National Bank 

Manufacturers National Bank 

Maywood Proviso State Bank 

Melrose Park National Bank 

Merchandise National: Bake ~ nnn ccicccnittsitibtitiddinini cee sds 

Michigan Avenue National Bank 

Mount Prospect State Bank 

National Boulevard Bank of Chicago 

Northshore National Bank 

Northwest National Bank 

Oak Park National Bank 

Park National Bank 

Peoples National Bank 

Puliman Trust & Savings Bank... 0s.tnbcsinoudsenwes ina 

Sears Community State Bank 

South East National Bank 

Gouthwhere Mathew That sn ncictetchcnittteli 

State Bank & Trust Company of Evanston. 

Sool Clty Time sai a 5 es cea ch Sa ia ese nsendaietmenini 

Union National Bank of Chicago 


ZA2=53=5 
25352222: 
es2sssssss 


000, 000. 
50, 000. 
000. 
000. 


4 
— 


7 
4 
1, 200, 


= 
Se 
> 


rH 


- 


SesSR4SS22 
S32228 


- 


= 


SSz 


255535333 


—- 


z 
S252225525525=55: 
ssessssssessssssssssess222222 


et 
=3 
2 
& 


3232322 


5233 


S53 


First National 
Continental Illinois National 


Norzs.—Sup.— for Jan. 3, 1956, and July 2, 1956, balances. 
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Senator SparKMAN. Our next witness is Mr. John E. Sullivan. 

Will vou remain standing and be sworn ? 

Whereupon John E. Sullivan was duly sworn as a witness by Senator 
Sparkman, and was examined and testified as follows: 


TESTIMONY OF JOHN E. SULLIVAN, ACCOMPANIED BY MAURICE J. 
WALSH, HIS ATTORNEY 


Senator SparKMAN. Thank you,sir. Be seated. 

For the record, will you state your name in full, your address, and 
your present occupation ? 
~ Mr. Sutaivan. My name is John E. Sullivan. I live at 1434 North 
Keystone, River Forest, Ill. At the present time I am trustee of a 
large estate. 

Senator SpARKMAN. Will you identify your counsel ? 

Mr. Sutxivan. Mr. Maurice Walsh. 

Mr. WatsH. Maurice J. Walsh, 105 West Adams, Chicago, Ill. I 
am an attorney, and I represent Mr. Sullivan. 

Senator SparKMAN. Would it be your purpose to testify or advise? 

Mr. Watsu. Simply to counsel with Mr. Sullivan. Mr. Sullivan 
has been ill. He has a little difficulty from his walk over here. He 
gets about with some difficulty, so if you could 

Senator SparkMANn. We will keep that in mind. You feel per- 
fectly easy, Mr. Sullivan, and we certainly do not want to incon- 
venience you beyond what may be absolutely necessary. You take 
your own time and be at ease. 

I will ask Mr. Wallace to ask a series of questions. 

Mr. Watxace. Mr. Sullivan, will you relate briefly your past ex- 
perience in the banking field ? 

Mr. Suttivan. My first position was with the Hibernian Bank years 
ago. From there I went to the State bank examiners for 7 or 8 years. 
Then I went to the Foreman Nationaf Bank, at which time I-was one 
of the vice presidents of the Foreman National Bank. Then T was 
made treasurer of the Chicago Surface Lines in 1945, was appointed 
chairman and president of the Chicago Surface Lines. 

Then in 1953 I went out as president of the Elmwood Park State 
Bank, and then in 1954, 1955, I was made deputy chairman, deputy 
county treasurer. 

Mr. Watxace. When did you become president of the Bank of Elm- 
wood Park? 

Mr. Sutrtvan. It was, I don’t know exactly, May 25. T was asked 
by the Continental, Mr. Snyder, the vice president, if I would be inter- 
<— in going over and helping the bank out which I didn’t care about 
doing. 

He called me the Friday before the opening, Friday night. TI stated 
I didn’t care about going back into the banking business. Well, he said 
that IT owed it to the people in my community to see that the bank 
would be opened. 

At this time it had no president. They asked me if I would meet 
the following Saturday afternoon at Governor Green’s office, which I 
did. And I said that I would take this position for 1 year just as a 
temporary position, because I was not interested in devoting all of my 
time to this bank out there. 
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Mr. Wattace. In order that we may understand it for the record, 
Mr. Sullivan, the Bank of Elmwood Park is lecated in, Blmwood 
Park, Ll.? 

Mr. Sutiivan. Illinois. 

Mr. Watiace. Which is a suburb of Chicago, located at 7300 West 
Grand Avenue; is that right? 

Mr. Suuuivan. That is right. 

Mr. Wautace. Where is your home located in relation to Elmwood 
Park? 

Mr. Sutuivan. It is right across the street from the north boundary 
of Elmwood Park. I live a mile away from the bank. 

Mr. Wautace. In other words, you live in that neighborhood ? 

Mr. Suutuivan. In that neighborhood. 

Mr. Wauuace. River Forest adjoins Elmwood Park? 

Mr. Sutiivan. That is right. 

Mr. Wauxace. I see. 

You say you received a telephone call from Mr. Snyder who was 
vice president of the Continental Iinois Bank ? 

Mr. Suuiivan. Yes, sir. 

Mr. Wautace. When did you receive that call ? 

Mr. Suuiivan. I received that on Friday night preceding the open- 
ing of the bank on a Wednesday, I think the peek. 

Mr. W ALLACE. And he said the bank needed a president, and since 
yes lived in that area he thought you should, it was your duty to 

ecome president of the bank ? 


Mr. Suuuivan. He thought it my duty to the people out in that com- 
munity, as a public-spirited man, so—— 


Mr. Wautace. Does Mr. Snyder live in that area? 
Mr. Suttivan. No; I think he lives on the north side of Chicago. 
I really don’t know. ’I think it is on the north side of Chicago,’ : 
Mr. Wattace. Why should he be interested in this bank? 
Mr. Suttivan. The Continental Bank was go ing to be their main 
t 


depository, and they were very anxious that 
was their interest. 

Mr. Watuace. Do you know how much in deposits the Continental 
Illinois Bank held in the Elmwood Park Bank deposits? 

Mr. Suxtiivan. When? 

Mr. Wattace. When they opened. As I understand it, the old bank 
had an account Ethene, and this account was continued by the new bank; 
is that correct ? 

Mr. Sutuivan. Oh, no; I think the FDIC took all of the balance 
under the old account, and then the FDIC gave us cash and Govern- 
ment bonds in lieu of deposits. 

Mr. Watxace. How much did you deposit in the Continental Bank ! 

Mr. Suuiivan. I don’t remember. It was a rather large sum, I 
would say, at the opening. It would be over—it would be at least 
$21, million, I would say. 

Mr. Wattace. $214 million? 

Mr. Sutiivan. Or more; yes 

Mr. Watuace. Was that’ Mr. Snyder’s interest in making certain 
that the Continental Illinois Bank kept the correspondent relationship 
with the new bank ? 

Mr. Suxuivan. Oh, I don’t think there is any question about that. 
They were interested in having another good account down there. 


e bank reopen. That 
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Mr. Watxiace. When.didyou attend this meeting in Governor 
Green’s office # 

Mr. Sutitvan. That was on a Saturday. 

Mr. Wautuace. The next day, after Mr. Snyder called you? 

Mr. Suntiivan. And then on Sunday afternoon there was another 
meeting of all of the board of directors at the time I was elected. 

Mr. Wauiace. Who was present at that meeting ? 

Mr. Suttivan. Well, all of the directors were present, plus—— 

Mr. Watxace. Lloyd Drexler? 

Mr. Sutitvan. Drexler, Green—— 

Mr. Watiace. Governor Green ¢ 

Mr. Suuuitvan. John Mascarella, Peter Giachini, Frank Frisk, 
well 

Mr. Waxtace. What was said at this meeting about your becoming 
president of the bank? 

Mr. Sutuivan. Well, Mr. Drexler, I think, took it up with the bank, 
and he asked them, told them I was recommended by the Continental 
Bank to take this position which was going to be temporary. 

Mr. WALLACE. ind you agreed ¢ 

Mr. Sutiivan. I agreed to go along for 1 year; yes, sir, knowing 
they were going to get someone else. They did interview a lot of 
people to come into the bank, but didn’t seem to hit on the right one. 

Mr. Watxiace. Was the name of your successor as president of the 
bank discussed at this meeting ? 

Mr. Sutiivan. Not in front of me; it was never discussed. 

Mr. Wautace. When did you first learn that Mr. John Russell was 
to be employed by the bank ? 

Mr. Sutiivan. Some time in July Governor Green told me about it, 
and he asked me if I would make the recommendation at the July 
meeting, which I did. 

Mr. Watiace. When did Mr. Russell become president of the bank ? 

Mr. Sutiivan. Oh, I think it was the January meeting. I think it 
was either July 3 or 4, I don’t know which it was. I became vice chair- 
man of the board. January—that was in January 1954. 

Mr. Watiace. While you were an officer at the Elmwood Bank did 
you know that Mr. Orville Hodge had a financial interest in the bank ? 

Mr. Sutiivan. No; I didn’t. 

Mr. Wauxace. When did you first learn that Mr. Hodge owned stock 
in the bank ? 

Mr. Sutiaivan. I first learned it when I read it in the paper. 

Mr. Wauuace. This year ? 

Mr. Sutaavan. This year; yes, sir. 

Mr. Watiace. Had you ever had reason to think, to suspect he 
might own stock in the bank? 

Mr. Sutzivan. I had heard whisperings out there. That is as far 
as can go. I don’t know anything further than that. 

Mr. Watiace. How well did you know Mr. Hodge ? 

Mr. Sutiivan. IL only met Mr. Hodge once in my life. 

Mr. Watxace. When was that? 

Mr. Suttivan. That was about November of 1953 or 1954. 

Mr. Wauuace. After you became president of the bank, after you 
were associated with the bank ? 

Mr. Sutsivan. After I was associated with the bank; yes, sir. 
I don’t know whether I was president or what. It was a social meeting. 
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Mr. Wattace. Did he ever take a possessive attitude toward the 
bank, or presume to offer you advice as to the running of the bank? 

Mr. Suuiivan. I never talked to him on that. 

Mr. Watiace. As an officer of the Elmwood Park Bank, do you 
recall an application for a loan from the Alton Wood River Develop- 
ment Corp. ¢ 

Mr. Bupuiedix; I was not an officer at the time that loan came up. 
I think I was a member of the committee, and I think—— 

Mr. Watxace. Loan committee ? 

Mr. Sutiivan. Loan committee; and I think it was turned down 
at the loan committee meeting. 

Mr. Wauiace. The loan committee turned it down ? 

Mr. Suuiivan. Yes, sir. 

Mr. Watiace. Was there any discussion at this loan committee 
meeting about turning it down, whether you might have been taking 
a chance with Mr. Hodge as the State auditor ? 

Mr. Sutttvan. They discussed that, yes; they did, pro and con. 
They didn’t want that kind of a loan in that bank. That is when it 
was turned down. It was not a neighborhood loan. 

Mr. Wautace. How much was the loan to be? 

Mr. Sutuivan. I don’t know whether it was $60,000-—- 

Mr. Wattace. $80,000. 

Mr. Suttivan. $60,000 or $80,000. I don’t know which it was. 

Mr. Watiace. Do you recall the type of securities that Mr. Hodge 
had offered to put up as collateral? Did you discuss those securities ? 

Mr. Suuitvan. I don’t remember what the securities were, but I 
know we didn’t care about the loan. 

Mr. Watuiace. Did you know that the Alton Wood River Develop- 
ment Corp., which was Mr. Hodge’s company, had written a check 
against the bank in anticipation in receiving this loan ? 

Mr. Suutiivan. No; I didn’t. 

Mr. Wattace. Mr. Sullivan, do you recall that the Elmwood Park 
Bank participated in a loan to the Harris Pie Co., a Michigan organi- 
zation, with a large plant in Chicago? 

Mr. Sutiivan. Yes; I do. 

Mr. Watiace. What was Elmwood’s share of this? 

Mr. Sutuirvan. I think they made 1 loan, made a $50,000 loan, I 
think in 1954, and then they made another loan participating with 
the Harris Trust & Savings Bank, of Chicago. 

Mr. Wautace. Do you know who brought this account to the bank? 

Mr. Suuxivan. Well, I learned since it was Governor Green. 

Mr. Watuace. Governor Green was the one who brought it in. 
What was Governor Green’s relationship with the Harris Pie Co.? 

Mr. Sutiivan. Well, I understood he was the attorney for the pie 
company. I didn’t know that until recently. 

Mr. Watuace. You just heard he was an attorney or do you know 
he was an attorney ¢ 

Mr. Sutuivan. I don’t know yet whether he was attorney, but I just 
heard he was attorney for the pie company. 

Mr. Watuace. If he were the attorney for the Harris Pie Co., is 
that a common banking practice, that a person who is chairman of 
the board of a bank, or on the board of directors of a bank, who is an 
attorney, who has a client, to arrange for his client to get a loan at 
his bank? Is that common practice 
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Mr. Suxuivan. Well, I think itis. I think that, I think if we knew 
he was the attorney, I think that we would have the whole board 
approve it instead of 

Mr. Wauuace. If he had owned the Harris Pie Co., and was chair- 
man of the board of the bank, and he arranged for a loan at the bank 
for the Harris Pie Co., wouldn’t that be self-dealing ? 

Mr. Suuuivan. Oh, I don’t think so. I think an officer or director 
of a bank, especially a director of the bank, can go and make loans 


for companies if they are interested inthem. I think you will find the 
large banks all do that. 


Mr. Wauuace. They do that? 

Mr. Suturvan. Yes. 

Mr. Watiace. What do you think about that? Do you think the 
practice is all right ? 

Mr. Sutuivan. I don’t think I would be against it. 

Mr. Watuace. Do you think it is all right for a person, who is on 
the board of directors, chairman of the board of directors or president 
of a bank, to arrange that the bank he is connected with make a loan 
toa company he is connected with ? 

Mr. Sutuivan. Yes, I think it isall right. 

Mr. Wa ttace. Or if he is an attorney, to arrange for a loan for a 


company which is his client? Do you think that is all right? 
Mr. Sutuivan. I think it is, yes. 


Mr. Wauiace. Wouldn’t there be a danger-—— 

Mr. Sutiivan. Collusion ¢ 

Mr. Watuace. Collusion, conspiracy, or something to the detri- 
ment of the bank in a relationship of that type ¢ 

Mr. Suniivan. Well, I don’t know how that could be if you have 
the figures and the statement is a statement of a certified public ac- 
countant and everything, your loan is proportionate to the size of the 
company, I don’t see that there is anything wrong with it. 

Mr. Wauuace. With respect to this particular matter, Mr. Chair- 
man, I don’t think we should leave it in this way. Yet I want to make 
it clear that we are merely bringing out information from people for 
the hearing, and I hope it is not understood that this committee either 
agrees or disagrees with Mr. Sullivan. 

Mr. Suutrvan. Yes. 

Mr. Wauxace. But my failure to pursue this line of questioning, I 
do not want it understood that either I or this committee approves this 
practice, I want that understood. 

Mr. Sutzivan. Yes. 

Mr. Watuace. Mr. Sullivan, do you think there might be a conflict 
of interest involved here, if an officer of the bank who is connected 
with another company arranges for a loan, that that has elements of 
danger, a conflict of interest? He is representing two separate points 
of view, is he not? One, he is representing the bank; the other, he is 
representing the company that is dealing with the bank. He has to 
sit on this side of the table at one time, and then he has to run around 
and sit on the other side of the table. And then he runs around and 
sits on this side of the table. Wouldn’t there be a danger of conflict of 
interest in this type of situation ? 

Mr. Sutxivan. I think there could be some danger. 

Mr. Wautace. Did the Elmwood Bank ever have any dealings with 
the Southmoor Bank ? 
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Mr. Sutiivan. Yes, they bought $500,000 of VA loans. At the time 
the organization, we had nothing but cash and Government bonds, and 
we had to make some investments. They had considerable cash on 
hand, and we were asked by these, to see if we were interested in these 
loans which we were. 

Mr. Waxace. Can you tell us who made this proposal to the bank 
that these be purchased ? 

Mr. Suuuivan. I think it came from Governor Green. I don’t know 
whether Mr. Lloyd Drexler was there, but Governor Green was the 
one that made the proposal. 

Mr. Wau.ace. | don’t recall that we asked Governor Green how 
this came about. It would be interesting to know how the suggestion 
came, how the Southmoor Bank got to this bank. You don’t know 
how it happened yourself? 

Mr. Suniivan. No. 

Mr. Wauuace. The original proposition was that the Southmoor 
Bank sell $1 million of these mortgages to the Elmwood Bank, and 
your final action was that you bought $500,000 ? 

Mr. Suuuivan. That is right. 

Mr. Waxxace. Do you remember the price you paid or the terms 
of the sale? 

Mr. Sutxivan. I think they were 4% bonds, and they were going 
to service them. I think, I don’t know whether it was 98.5 or not. 

Mr. Wat.ace. 98.5 or 99 with the provision that the Southmoor 
Bank service them ? 

Mr. Sutiivan. Service the loans. 

Mr. Waxxace. There again we are getting information for the 
record, and by my failure to pursue this line of questioning, I do 
not intend to either condemn or condone what the practice is, but we 
are getting information for the record on that particular point. 

Mr. Sullivan, while you were an officer of the Elmwood Bank, were 
you ever solicited to contribute to a county treasurer’s welfare fund 
when you first came there? 

Mr. Sutiivan. Not while I was president. 

Mr. Wauiace. Let’s see. Are you an officer when you are vice chair- 
man of the board? Is that an officer? 

Mr. Suturvan. Well, I don’t know whether it is or not. I was vice 
chairman, but—I was vice president of the board of directors. 

Mr. Waxace. Did you receive a letter from the county treasurer’s 
office with respect to a solicitation to contribute to a welfare fund ‘ 

Mr. Sututvan. No; I never received a letter; no, sir. 

Mr. Wauace. I was under the understanding that you had received 
a letter from County Treasurer Brenza’s office to contribute but that 
you had personally not contributed to the fund. 

Mr. Suuutvan. I don’t remember any letter. 

Mr. Wautace. Do you know whether any other officers of the bank 
made a contribution to the Brenza Fund? I guess the bank did con- 
tribute $150 on May 11, 1954. 

Mr. Sunzivan. May 11, 1954? 

Mr. Wautace. According to the material that we got from the Elm- 
wood Park Bank. 

Mr. Sutxivan. I wasn’t president of it at that time. 

Mr. Wautace. Did Mr. Kolar ever telephone you with respect to 
a contribution to the Brenza Welfare Fund? 
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Mr. Suutxitvan. No; he didn’t. 

Mr. Wauiace. You don’t know the circumstances by which the 
bank came to contribute to this fund ? 

Mr. Sutiivan. No; I don’t. 

Mr. Wa.tace. You say you don’t recall receiving a letter, the bank 
receiving a letter from the Brenza 

Mr. Sutzivan. I wouldn’t be interested in the bank at that time, 
outside of vice chairman, I wasn’t active. There might have been 
a letter. If it did, Mr. Clausen would be the man that would get the 
letter. 

Mr. Wattace. Who? 

Mr. Suniivan,. Mr, Clausen. 

Mr. Watuace. Mr. Sullivan, when you came to the bank, was it 
your understanding that you would remain as president for 1 year? 
’ Mr. Suttivan. Until somebody was chosen, 1 year. I made a con- 
tract to stay 1 year. 

Mr. Watuace. Why did you cease being president in January in- 
stead of the following June. 

Mr. Sutuivan. I was—what ? 

Mr. Wauiace. You were president, it was my understanding that 
you were going to be president of this bank for a year, but you ceased 
being president in January, 6 months later rather than a year later. 
Can you tell us why ? 

Mr. Sutxivan. [ don’t know why. All I was told, they were going 
to have a new president; Mr. Russell was coming in. 

Mr. Wattace. Was there not a dispute on the board as to whether 
you should remain as president or whether Mr. Russell should become 
president in January ¢ 

Mr. Sutiivan. There was some talk about it. 

Senator SparkMAN. May I ask Mr. Sullivan this question: When 
did you become deputy county treasurer ? 

Mr. Sutiivan. December 5, 1954. 

Senator SpaRKMAN. Was there any conflict between your serving 
as president of the bank and serving as 

Mr. Sutiivan. I was out January 3, 1954, as president of the Elm- 
wood Bank. 

Senator SparKMAN. On January 3, 1954? 

Mr. Sutirvan. Yes, sir. 

Senator Sparkman. And you did not become deputy treasurer until 
December of that year ? 

Mr. Wauiace. What was your salary as president of the bank? 

Mr. Sunxivan. $15,000. 

Mr. Wattace. You were president for 6 months, but did you never- 
theless receive $15,000 for a year ? 

Mr. Suuurvan. Yes, sir. 

Mr. Watxiace. Why was that? 

Mr. Suuzivan, Because I told them I was going to work for a year. 

Mr. Watuace. Mr. Chairman, it is almost 1:30. I think, before 
we get into the welfare fund, it is going to take quite a while to do 
that; we are all tired, so I would like to stop the questioning now and 
continue it this-afternoon if that is agreeable. 

Senator SparkMAN. Before we recess for lunch, and we will follow 
that procedure, I want to ask you a question or two, Mr. Sullivan. 

You are still a director of the Elmwood Park Bank? 
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Mr. Sutiivan. Yes, sir. 

Senator Sparkman. You attend the directors’ meetings regularly, 
do you? 

Mr. Suuuivan. I amchairman. 

Senator SparkMAN. Chairman of the board ? 

Mr. Suxtuivan. I am a director and I am also on the loaning com- 
mittee of the bank. 

Senator SpaRKMAN. Yes, vice chairman of the board ? 

Mr. Sututvan. Well, I think Iam. I have never—— 

Senator SparkMAN. You do keep up with the business of the bank? 

Mr. Suuiivan. Yes, sir. 

Senator Sparkman. Do you regard, and you have had a long ex- 
perience in banking: 

Mr. Suuiivan. Yes, sir. 

Senator Sparkman. I was impressed with the list of positions that 
you gave, that you have held in the banking, financing, and business- 
management field. Do you feel that the banking practices at the 
Elmwood Bank now are sound ¢ 

Mr. Suuurvan. I think the Elmwood Bank is very sound. If you 
figure out their position today, with their cash and their Govern- 
ment bonds and municipal bonds, they are somewhere around 74 or 
75 percent liquid. 

enator SparKMAN. 74 or 75 percent liquid. Those are county, 
cash, and Government bonds? 

Mr. Suttrvan. Bonds and municipal bonds. 

Senator SparKMAN. Federal and municipal bonds? 

Mr. Sctiivan. Yes. And the bank—-I think the bank is holding up 
very well. We are getting a little bad publicity. Those things will 
work themselves out again. 

Senator Sparkman. Most of the publicity really relates back to 
the old bank; does it not ? 

Mr. Sutuivan, The people don’t look at it that way. It is the 
new Elmwood State Bank that is mentioned, you know. That is one 
of the things that is causing us a little difficulty. 

Senator Sparkman. Mr. Sullivan, you may not know it, but I 
bought it out when Mr. Russell was on the stand—perhaps when 
Governor Green was here—it was also brought out—that this bank did 
not handle any of the Hodge warrants. 

Mr. Suutrvan. No; there were no warrants cashed by the bank or 
no loans made to him. 

Senator SparkMaNn. Furthermore, you have just detailed to us the 
application for a loan which was rejected. 

fr. Suniivan. By the board. 

Senator SparkMan. I believe that you detailed it, did you not? 

Mr. Suuuivan. I said something about the loan was turned down 
by the loan committee comprised of three members of the board. 

Senator SparkMan. Well, thank you very much, Mr. Sullivan. 
If you could be back at 3—— 

Mr. Sunutvan. I can’t be walking around much. I am a crippled 
old man. 

Senator Sparkman. We have been going all morning. You know, 
it is getting about lunch time. 


os Surtivan. Go a half hour longer and we will get through 
with it. 
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Senator SparKMAN. I would not mind it myself. I don’t know 
whether we can—it would suit me fine to stay right here if you would 
rather do that. 

Mr. Suuutvan. I would rather; yes, sir. 

Senator SparkMAN. We thought perhaps that breaking at this 
point was a favor to you. We will gorighton. Fine. Mr. Wallace? 

Mr. Wattace. You became deputy treasurer to Mr. Paschen in 
December of 1954? 

Mr. Sutuivan. I think it was December 5, right after the election. 

Mr. Watuace. You are still a director of the Elmwood Bank? 

Mr. Suiiivan. Yes, sir. 

Mr. Wa.tace. By whom were you hired for this job as deputy 
treasurer ¢ 

Mr. Sutuivan. Mr. Paschen. 

Mr. Wattace. Can you tell me the duties of your office as deputy 
treasurer, Mr. Sullivan ? 

Mr. Suiurvan. Well, I was kind of an officer. I looked after the 
cash, disbursements, and the general overseer. I didn’t take any 
charge of the personnel, but everything else. 

Mr. Wattace. Did your duties include the deposit of county funds 
in the bank ? 

Mr. Sutuivan. I had something to do with part of it, yes, sir. 

Mr. Wattace. I believe that we have heard earlier testimony that 
these funds were deposited in 39 banks, approximately. Is this about 
your recollection of it? 

Mr. Suuiivan. Sixty-six, 62 banks. 

Mr. Wattace. Sixty-two banks? 

Mr. Sutuivan. Yes. That is counting the two large banks. 

Mr. Waxiace. As deputy county treasurer, did people come to see 
you about getting or retaining the deposits for the bank ? 

Mr. Suttivan. Some of them did, yes, sir. 

Mr. Wauiace. What procedure is required for a bank to apply for 
a county deposit ? 

Mr. Suuiivan. Well, they can either make an application or come 
to see us. We give them a form to fill out, which is taken up with 
their board, and this board takes up the matter of the deposit, Gov- 
ernment bonds as security to any deposits that we make. It is 110 per- 
cent security, and if the banks are all right, we go ahead and make 
the deposit. 

Mr. Wauuace. It is my understanding that you are limited to an 
amount of 75 percent of capital and surplus that you can deposit in 
any one bank? 

Mr. Sutiivan. 75 percent, outside of the 2 large banks. 

Mr. Wattace. So if the bank had no money on deposit, I mean, 
no county funds on deposit, and were to apply, and you gave them 
$100,000, they would be required to allocate $110,000 of the amount 
they had in their portfolio in the form of Government bonds to assign 
as collateral for this deposit ? 

Mr. Sututvan. That is right. The bonds are deposited either with 
the Federal Reserve Bank of Chicago or the Continental Illinois 
Bank for Herbert C. Paschen, treasurer. 

Mr. Wattace. Once these Government bonds are assigned as col- 
lateral for the deposit, who gets the interest on the bonds? 
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Mr. Sutzivan. The bank. 

Mr. Wattace. And does this affect the use of Government bonds 
as assets or reserve or anything else ? 

Mr. Sutiivan. I don’t know that the bank, how the bank handles it. 

Mr. Watiace. What decides whether you grant or deny applica- 
tions for county fund deposits ? 

Mr. Sutiivan. Deny? If it is a new bank and they haven't had 
much experience, we don’t like to go into them until after they have 
had a couple of years of experience. 

Mr. Wauiace. When you came in as deputy county treasurer—— 

Mr. Sutiivan. Also, all banks have to be approved by the County 
Board of Cook County. 7 

Mr. Wautace. When you came in as deputy county treasurer, was 
when Mr. Paschen came in as county treasurer ? 

Mr. Suuzivan. Yes. 

Mr. Wattace. Were all of the accounts closed out as of the end of 
the term of your predecessor ? 

Mr. Suutrvan. I don’t know whether—they had to give us checks 
payable to Herbert C. Paschen which we were to redeposit and open 
up the account. 

Mr. Wat.ace. In other words, they all wrote you checks for the 
amount 

Mr. Suxtiivan. No. John Brenza drew the checks because he had 
to draw the checks on the banks, because otherwise we couldn’t get 
the money out. 

Mr. Watxace. I see. He wrote checks on all of the banks where he 
had money ? 

Mr. Sutxivan. Yes, sir. 

Mr. Watace. Made payable to Paschen, and Paschen redeposited 
it? 

Mr. Sutrivan. Redeposited it. 

Mr. Wattace. That is because the funds which were in there before, 
only Mr. Brenza could draw out? 

Mr. Suuiivan. That is right. 

Mr. Wau.ace. They had to be redeposited in Mr. Paschen’s name 
so he could draw them ? 

Mr. Sutxivan. That is right. 

Senator SparKMAN. Will you suspend for a minute, please, and let 
me take a telephone call ? 

(Whereupon a short recess was taken. ) 

Mr. Watiace. Would you mind if I continue the questioning? 

Mr. Suttavan. Go ahead. 

Mr. Watxacr. Did these requests for county deposits come to Coun- 
ty Treasurer Paschen or to you? 

Mr. Suuxivan. They might go to Mr. Paschen or they might go to 
me, might go to somebody else. 

Mr. Watiace. Who else would they go to? 

Mr. Sutiivan. It could go to any officers, employees who lived in 
the different wards where they know the banker. 

Mr. Watxace. Thechairman is here. Who decided where the funds 
were to be placed ? 

Mr. Sutiivan. Either Mr. Paschen or myself. 

Mr. Watxace. Did you maintain in the same banks as de- 
positories as had been maintained by Mr. Paschen’s predecessor ? 
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Mr. Sutzivan. Well, I think he had 44 bank accounts. I think we 
kept practically every account, I don’t know, maybe 2 or 3 didn’t want 
it. Idon’t know. I think we kept them all, though. 

Mr. Wa.tace. The relative size of your active accounts at the First 
National and the Continental, were these kept about the same? 

Mr. Sutxivan. Last year the tax situation got mixed up a little 
here, and we did have tax mouey. The tax money was a little heavy 
last year in a certain period. Instead of coming im in April, it didn’t 
come in until July. Then they paid in April and August. When the 
people had a chance to pay their bill, they paid, the majority paid in 
July, and that is because of large balances at that time. 

Now, as far as the balances in both banks, they fluctuated pretty 
well. 

Mr. Watxace. Did the Bank of Elmwood Park withdraw its de- 
posits in the Continental Illinois National Bank? 

Mr. Sutirvan. When? Lately? 

Mr. Wauuace. Yes. 

Mr. Sutzivan. I am under the impression they did. I am under 
the impression they went to another bank. 

Mr. Watiace. Do you know what Loop bank now serves as the pri- 
mary correspondent ‘ 


Mr. Sutzivan. Harris Trust and First National. I talked about 
it 


Mr. Watiace. Why? 

Mr. Suuzivan. I think every bank should have an account either 
with the First National or the Continental. Those are the largest 
banks here. When you do have trouble, they can help. 


Mr. Wattace. How big is the Harris Trust ? 

Mr. Sutuivan. Harris Trust is maybe $750 million. 

Mr. Watxiace. That is a small bank ? 

Mr. Sutirvan. When you figure the Continental, $2,400 million, 
and the First National, $2,500 million. Maybe my theory is wrong. 
I don’t know. 

Mr. Wauxace. The Harris Trust is the third largest bank. I think 
it has $850 million in deposits compared with $2,500 million of the 
First National and Continental Illinois, is that correct ? 

Mr. Suuyivan. Yes. 

Mr. Wattace. As deputy county treasurer, did you ever receive 
donations for your own personal use from banks having county de- 
posits ’ 

Mr. Sutrivan. No. 


Mr. Wautace. Did you receive any campaign contributions from 
such banks? 

Mr. Sutiivan. Campaign contributions ? 

Mr. Wattace. Campaign contributions. 

Mr. Suttivan, For what? 

Mr. Watxace. Any campaign. 

Mr. Sutiivan. For Mr. Barun for governor ¢ 

Mr. Watuace. You were Mr. Paschen’s treasurer, were you not, 
campaign treasurer ? 

Mr. Sutnivan. For governor ? 

Mr. Watace, Yes. 
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Mr. Sutirvan. I received, I didn’t receive, they sent a letter out 
and 3 banks, 3 or 4 bankers sent in $400. One banker sent $100. [ 
think another sent $100. One sent $25, and another $100, I think. 

Mr. Wauuiace. That sounds like the same ones we were talkin 
about with Mr. Paschen. He said he would furnish a list of them 
(see p. 740.) 

Mr. Sutttvan. I think it was $325. In response to a letter—under- 
stand, this was in response to a letter from the finance committee. 
It wasn’t asked by anybody connected with the office. 

Mr. Wauxace. Finance committee. 

Mr. Rogers. Weren’t you treasurer of the finance committee ? 

Mr. Suuuivan. I didn’t ask anybody for any money. I just take 
the money in on the finance committee, that is all I did, and paid it 
out. 

Mr. Rogers. Did your name appear on the letter? 

Mr. Suuiivan. Oh, no; not that I know of. I hope not. I didn’t 
sign any letters. 

Mr. Rocers. Who is chairman of the finance committee? 

Mr. Suuurvan. A fellow named Tom C. Hoste. It might have 
appeared in print. I don’t know. 

Mr. Rogers. I thought it was a requirement that the campaign—— 

Mr. Sutiivan. What? 

Mr. Rocers. I was under the impression that the campaign treas- 
urer’s name had to appear on solicitations. 

Mr. Suutivan. It might be on there. I didn’t look at it. It might 
beonthere. I don’t know. 

Mr. Rogers. Who was this letter sent to? 

Mr. Suuuivan. Maybe 5,000 individuals. We didn’t do very well 
with it. 

Mr. Rocers. Did you send it to the banks who had 

Mr. Sutsivan. I didn’t see it at all, who they sent it to. I didn’t 
look at it. I had nothing to do with the letter going out. 


Mr. Watiace. As treasurer of this campaign fund, don’t you help 
raisemoney? Didn’t you raise money ¢ 

Mr. Sutuivan. I didn’t help raise it. 

Mr. Wattace. All you did was spend it? 

Mr. Suutrivan. I took it in and spent it, yes, sir. I am glad I 
didn’t go after the banks now. 


Mr. Rocrers. Your testimony is that you don’t know who the letter 
was sent to? 

Mr. Suuurvan. That is right. I don’t know the individuals the 
letters went out to. They had a regular committee on that. 

Mr. Wattace. Did you solicit any contributions as treasurer of 
Mr. Paschen’s campaign ? 

Mr. Suuuivan. Not 1 cent. 

Mr. Wattace. Did you receive any contributions made to Mr. 
Paschen’s campaign fund ? 

Mr. Suuiivan. Personally? 

Mr. Wattace. Well, as treasurer, did you? 

Mr. Sutiivan. Yes; we certainly did. 

Mr. Wattace. You stated, I think, that several of these came from 


the banks in amounts totaling $300, $400, or $500? 
Mr. Sutuivan. All I know, about $335. 
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Mr. Watuace. I think that we received testimony from Mr. Paschen 
about that. Do you know who they were and how much? Mr, 
Paschen is going to furnish this for the record. If you know them 
all 
Mr. SULLIVAN. ¥ don’t know. 

There was a man named George Fitzgerald, $100. 

Mr. Watiace. Whot 

Mr. Sutiivan. George Fitzgerald. 

Mr. Wa.uace. Who is that ¢ 

Mr. Suuiivan. He isa banker. 

Mr. Wautace. What bank? 

Mr. Sutuivan. Michigan Avenue National. 

Mr. Wattace. What ? 

Mr. Sutuivan. Michigan Avenue National. John Mannion, $25. 

Mr. Wattace, What bank is he with ? 

Mr. Sutuivan. Continental Illinois. A man named McDonough 
of the Harris Trust & Savings, and a man named, L think it is, Gatzert 
of the American National. 

Mr. Wauiace. Who? 

Mr. Suuiivan. G-a-t-z-e-r-t. He gave $100, It was about $325. 

Mr. Wattace. Mr. Sullivan, when did you first learn that a welfare 
fund or so-called welfare fund had been maintained. in previous 
county treasurer’s offices? 

Mr. Suuitvan. A couple of months ago, I had heard about it. 

Mr. Wauuace. In other words, you came in in December 5, 1954, and 
it was early in 1955 before you ever learned that such funds were the 

yractice ? 
Mr. Sutiivan. Were the practice, yes. 

Mr. Wattace. Were there any proceeds from the Brenza welfare 
fund which were transferred to the welfare fund which was ultimately 
set up in your office? 

Mr. Suttivan. No, sir, 

Mr. WauAce. Who first discussed with you the idea of continuing 
the practice of the welfare fund in the county treasurer’s office ? 

Mr. Sutzivan. I think 2 or 3 of them told us about it. I discussed 
it with Mr. Paschen later whether or not we wanted to do anything 
on it. It seemed like a pretty good thing, I thought, myself. After 
all, if you take the employees of the county treasurer's office, you have 
pretty near 200 employees getting $250, to $265 a month. The take- 
home pay is not so heavy after you deduct the pension and the income 
tax. It was quite a burden if they had to pay for all of the tax that 
was put on them there. 

Mr. Wattace. Did you discuss the matter with Mr. Paschen ? 

Mr. Sutiivan. I discussed the matter with Mr. Paschen; yes, sir. 

Mr. Wattace. Could you tell us now for what, purposes this fund 
was used while you were there ? 

Mr. Suiivan. Well, the fund was supposed to be used to pay the 
community fund, and I think the Red toe It was also for some 
widow there, a couple of widows. It was for flowers, memorial cards. 
It was for different advertising, ward programs, and also for tickets 
for different golf days. The employees would have to take them. 
He would take these things and give them to the employees, as far as 
the tickets were concerned. at 
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Mr. Wattace. You consented to the continuation of such a welfare 
fund ? 

Mr. Sutzivan. Yes;I did. I was for it. 

Mr. Watace. Were you one of the incorporators of the fund? 

Mr. Suniivan. Yes, sir. 

Mr. Wattace. Did you become president and director of the cor- 
poration which was created to maintain the fund? 

Mr. Sutiivan. Yes. 

Mr. Watuace. From what sources were the moneys received from 
the fund? 

Mr. Sutiivan. From the banks. 

Mr. Waiace. Were contributions only received from banks having 
county deposits ? 

Mr. Sunzivan. Yes, sir. 


Mr. Wauxace. Were these banks requested to make contributions 
to the welfare fund ? 


Mr. Suuiivan. They were asked if they wanted to make a contri- 
bution. It wasn’t compulsory. 

Mr. Wautace. Were any ods which did not have county funds 
on deposit solicited for the welfare fund ? 

Mr. Sutiivan. I don’t think so. 

Mr. Wattace. How was the solicitation carried on ? 

Mr. Suuuivan. I think that Mr. Kolar called up individuals of cer- 
tain banks and asked them if they wanted to contribute to the welfare 
fund. 

Mr. Wattace. Did you solicit yourself? 

Mr. Suturvan. No. 

Mr. Wautace. Mr. Kolar did all of the soliciting ¢ 

Mr. Suttivan. Yes; hedid. 

Mr. Watxace. Do you know how Mr. Kolar went about soliciting 
these funds? 

Mr. Sutzivan. No; I don’t. I never asked him how he did it. He 
has been doing it for a number of years. 

Mr. Wattace. Was there any particular formula for contributing 
suggested to the banks, depending on the amount of county deposits 
they held? 

Mr. Suttivan. You see, outside of the two Loop banks, we had 
$38 million in the banks outside of the First National and Continental. 
Now, we received about $14,500, about one-twentieth of 1 percent of 
the total amount of deposits, all of the banks I am talking about. 

Mr. Wattace. Did Mr. Kolar, to your knowledge, mention the figure 
of one-tenth of 1 percent of the funds on deposit if a solicited bank 
asked for a suggestion as to how much to contribute? 

Mr. Suxiivan. I don’t know what he did, how he handled it. 

Mr. Watrace. Were all of the banks having county deposits 
solicited ? 

Mr. Sutxivan. No; they weren't. 

Mr. Wauiace. How was it decided which banks having county 
deposits would be solicited ? eh 

Mr. Sutzivan. There wasnoform. Didn’t pick out—— 

Mr. Wattace. Was it a highly informal thing, or was it an organ- 
ized thing? 

Mr. Sutxivan. We didn’t—— 
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Mr. Wauiace. Did Mr. Kolar make a sort of canvass? Whenever 
the fund got low, did Mr. Kolar go to the telephone and try to replenish 
t? 

a Mr. Suuurvan. Mr. Kolar came to me once about replenishing it. 
That was last year. That wasthe last part ofthe year. It never came 
up during the year. — ; 

Mr. Waxvace, Did you ever receive any calls from any other banks 
having county deposits relative to contributions for the welfare fund? 

Mr. Suuiivan. I might have. I don’t know. If they did I told 
them it wasn’t compulsory, not to do oe if they didn’t want to. 

Mr. Waxtace. What did you do when the bank of which you were 
a director, the Elmwood Park Bank, was solicited? Did anyone ask 
you about whether they should pay it or not ? 
~ Mr. Sunxrvan. They didn’t ask me. 

Mr. Wautace. They just paid it ? 

Mr. Suttivan. Just paid it. 

Mr. Wattace. Did anyone other than Mr. Kolar ever solicit for 
these funds? 

Mr. Sutiivan. No, sir. 

Mr. Watuace. When did you obtain the corporate charter for the 
fund? 

Mr. Suttivan. I think it was in April 1955. 

Mr. Watiace. What wasthe name of the corporation ? 

Mr. Suuirvan. I think it was Herbert C. Prashae employees’ wel- 
fare account. 

Mr. Wauxace. How quickly after the corporation was formed did 
you start receiving contributions to it ? 

Mr. Sutitivan. I suppose about a month after. 

Mr. Watiace. Do you know how often Mr. Kolar requested con- 
tributions? 

Mr. Sutirvan. Only once a year. 

Mr. Watiace. Once a year 

Mr. Sutiivan. That isall. 

Mr. Watiace. And he originally received them. Were they by cash 
or by check ¢ 

Mr. Sutirvan. Both, check and cash. 

Mr. Waxace. Did the contributions come from bank funds or per- 
sonal funds of its officers and collections from bank employees? 

Mr. Sutntvan. It came from checks of the banks, and also officers 
gave individual checks. 

Mr. Watxiace. What did Mr. Kolar do with contributions when he 
received them ? 

Mr. Sutxirvan. Kept them in an envelope and put the envelope on 
my desk, and I turned them over to Mr. Smith for deposit. 

Mr. Watxace. Did you keep a record of contributions ? 

Mr. Suuxivan. I didn’t. . Smith did. 

Mr. Wannace. Did youcount the contributions ? 

Mr. Sutiivan. No; I didn’t count them. 

Mr. Wauxace. You turned them over to Mr. Smith? Mr. Smith 
was the treasurer of the welfare fund ? 

Mr. Sunnrvan. Yes. 

Mr. Wattace. And he deposited them to the bank ? 

Mr. Sutiivan. Yes, sir. 
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Mr. Watace. In what bank did you maintain the account ? 

Mr. Sutuivan. We had one at the American National, and later-on 
the Michigan Avenue National. 

Mr. Watxace. Did you ever verify the balance in the account ? 

Mr. Suuiivan. I would see it every now and then when the state- 
ment was balanced, once a month. 

Mr. Wauxace. Who performed the duty of verifying the balance, 
Mr. Smith ? 

Mr. Suuzivan. Mr. Smith. 

Mr. Wattace. Who had the authority to make disbursements from 
the fund ? 

Mr. Sutirvan. Either Mr. Smith or myself. 

Mr. Wauiace. You as president and Mr. Smith as treasurer? 

Mr. Suniivan. Yes. 

Mr. Wauuace. Thisis J. W. F. Smith? 

Mr. Suuirvan. J. W.F. 

Mr. Watiace. Did you sign any checks drawn against the fund? 

Mr. Sutirvan. I might have signed one or two. I don’t remember. 
I never signed very many. 

Mr. Wattace. Do you remember the purpose of those checks ? 

Mr. Sutirvan. No; I don’t. 

Mr. Watiace. Who usually wrote checks on the fund? 

Mr. Sutiivan. Smith, mostly all of the time. 

Mr. Wautace. Who decided what expenditures would be made from 
the fund ? 

Mr. Sutxivan. Well, we used to leave that up to Mr. Smith. If he 
thought it should go out of the fund, he would take it out of there. 

Mr. Watuacr. Did Mr. Smith ever discuss with you whether the 
expenditures should be made or not ? 

Mr. Sutxiivan. Occasionally he would ask me about some of them. 

Mr. Wauwace. Can you recall any specific oceasions ? 

Mr. Sutiivan. No; I can’t recall any. 

Mr. Wa.uace. Did Mr. Kolar talk to you before proceeding with an 
attempt to obtain contributions in 1956 ? 

Mr. Sutiivan. Yes; he did. 

Mr. Wattace. What did you talk about? 

Mr. Sutuivan. He asked should we go ahead and get some money 
for the welfare account. I think he talked with me 2 or 3 times before 
we decided to do anything. 

Mr. Wattace. Did you hesitate to proceed ? 

Mr. Sutzivan. For the time being, I didn’t know whether we should 
go right now or not. 

Mr. Waiace. Why did you hesitate? 

Mr. Suutivan. I don’t know. We didn’t want much money in that 
fund. W 

Mr. Wattace. Was this fund ever used for campaign purposes? 

Mr. Sutiivan. No; it wasn’t, There wasan error made on July 16 
or 17, that shou'd have been charged to the campaign fund, which we 
found, and reimbursed the welfare account for the amount. It was 
sixteen or seventeen hundred dollars. 

Mr. Wattace. I think, Mr. Chairman, we asked for the details of 
that slip-up from Mr. Paschen. ds : 

Senator Sparkman. Mr. Paschen said he would supply it, that is 
right. (Seep. 741.) 
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Mr. Watzace. When did this happen? 
Mr. Suuurvan. About July, I think it was around July 15 or 16. 
Senator SparKMAN, Of this year, 1956? 

Mr. Sutuivan. 1955, 1956. 

Mr. Watxace. When did you first learn about it? 

Mr. Sutuivan. We looked at the book this one time. I seen these 
things, and I knew they belonged to the campaign fund. I happened 
to be looking at the book. 

Mr. Wauiace. Was the welfare fund reimbursed for these expendi- 
tures? 

Mr. Sutxivan. Yes; it was. 

Mr. Wauwace. Was the full amount of expenditures for political 
purposes restored to the fund ¢ 

Mr. Suniivan. Yes, sir. 

Mr. Waitace. Do you recall how much this was? 

Mr. Scuiivan. Somewhere between $1,500 and $1,600, I think. 

Mr. Watxace. When was the fund reimbursed ! 

Mr. Sutiivan. Well, the check was made out after I found out about 
it. 

Mr. WaxtaAce. July 19? 

Mr. Sutiivan. About July 19; yes, sir. 

Mr. Wattace. Have you personally received any benefit from this 
welfare fund ? 

Mr. Suttivan. I have not. 

Mr. Watiace. Why did you resign from the county treasurer’s office 
on August 3, 1956? 

Mr. Sutuivan. Well, I resigned because of the pressure of the 
papers. They were saying I could do this and I could do that. They 
mentioned that I did certain things which I didn’t do. I didn’t want 
to cause embarrassment to Mr. Paschen, being a candidate for Gover- 
nor. 

Mr. Watuuace, In retrospect do you think it was wise to permit 
this pas to continue to exist as it had during the previous several 
years 

Mr. Suturvan. Well, I thought the fund was all right. 

Mr. Watxace. Don’t you think that even though such a fund might 
be used for completely charitable purposes, the fact that it was con- 
tributed to only by banks with county funds on deposit, gives it some 
element of a kickback, that even though you, yourself, may not feel 
that a banker didn’t have to contribute in order to keep his funds 
on deposit, that maybe the banker might feel that he better contribute 
to this in order to maintain the goodwill of your office, so that it would 
have elements of a kickback in that regard even if it were for welfare 
purposes completely? Isn’t there that danger? 

Mr. Sutxivan. Well, it might look that way. 

Mr. Watxace. Isn’t there that danger? 

_ Mr. Solara Well; I didn’t think it was or I wouldn’t have done 

it myself. 

Mr. Wattace. Did Mr. Howlett ever come to you and suggest a 
deposit of county funds in the Southmoor Bank? 

Mr. .Sutiivan. Who? 

Mr. Wattace. Mike Howlett. 

Mr, Sutiivan: No; he didn’t. 
Senator SparkMAN. Mr. Rogers. 
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Mr. Rocers. Mr. Paschen’s testimony indicated that when he 


received requests for county deposits, in most cases he referred them 
to you; is that correct? 


Mr. Suuirvan. That is right. 

Mr. Rocers. You handled most of the placement of county deposits’ 

Mr. Suturvan. Quite a few. 

Mr. Rocers. Could you describe the circumstances under which you 
renewed the deposit in the Elmwood Bank? 

Mr. Suuuivan. Of course not. I never gave—the Elmwood Bank? 

Mr. Rogers. Yes. 

Mr. Sutiivan. The Elmwood Bank carried on. We just kept the 
account there. 

Mr. Rogers. You told us earlier that Mr. Brenza drew a check, 
drew all of the funds—— 

Mr. Sutiivan. We put it right back. We put a lot of checks back 
in the other banks the same way. 

Mr. Rocers. Did Mr. Russell come and talk to you about it? 

Mr. Suuurvan. Russell ? 

Mr. Rogers. Yes. 

Mr. Sutxtivan. I don’t think so. I don’t think it would be necessary 
to talk to me about it. 

Mr. Rocers. Your answer, it wouldn’t be necessary, was because 
you were there or because you were returning all of them? Which 
is it? 

Mr. Suuuivan. Yes. 

Mr. Rogers. Which is it, because you were there? 

Mr. Sutirvan. No; because we got the checks from all of the banks 
that Mr. Brenza had. We redeposited them, right in the banks, dif- 
ferent banks. 

Mr. Rocers. Would you tell us the circumstances under which the 
Southmoor Bank received its deposit? 

Mr. Suturvan. Well, I don’t remember all of the circumstances. 
But I have known Mr. Hintz for 38 or 40 years, when I was a bank 
examiner years ago. He was an officer of the Peoples Trust & Sav- 
ings Bank. The day the bank opened, I mean, the day we took office, 
I imagine every banker in the city of Chicago was in, and they talked to 
us about bank accounts. Maybe Mr. Hintz was in that day. I don’t 
know. We told them we would take care of it. We told all of these 
bankers that came downtown that we would try to take care of them 
and give them some business if they wanted it. As I say, I knew Mr. 
Hintz for years and years. I wouldn’t hesitate, if Mr. Hintz wanted 
something, to give it to him. Mr. Hintz, at that time, bore a good 
reputation. 

Mr. Rocers. At that time, Mr. Hintz’ bank didn’t have any county 
deposits ? 

Mr. Sunuivan. Yes? 

Mr. Rocers. In March and June you placed $450,000. 

Mr. Sutaivan. Y 


es. 

Mr. Rocers. You don’t recall the circumstances ? 

Mr. Sututivan. No; I don’t. 

Mr. Rocrrs. You told Mr. Wallace, you knew Mr. Howlett? 

Mr. Sutzivan. Yes; Ido. 

Mr. Rocers. Did he ever discuss with you the placing of county 
deposits *n any bank ? 
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Mr. Suuiivan. No, sir. 

Mr. Watiace. Are you a member of the Illinois Athletic Club? 

Mr. Sututvan. No, sir; a member of the Chicago Athletic Club. 

Mr. Watxace. Is that a competitive club ? 

Mr. Sutuivan. That is across the way from it. 

Mr. Rocams. Did you ever discuss the placing of deposits with Mr. 
Ronan $ 

Mr. Suttivan. I might have. I might have discussed it with Mr. 
Ronan. I wouldn’t say “No” and I wouldn’t say “Yes.” I think we 
might have discussed something with Ronan. After all, I haven’t 
been there for several months and I can’t remember everything. 

Mr. Rocers. How many people did you discuss the deposits with? 

Mr. Sunxivan. Discussed it with Mr. Paschen. I used my own 
judgment. 
Mr. Rogers. But it may have been discussed with Mr. Ronan? 

Mr. Sutuivan. That is right. He may have asked me about certain 
things. 

Senaiene SparKMAN. Thank you very much, Mr. Sullivan. We 
appreciate your attendance. 

Mr. Sutaivan. Thank you. 

Senator SparKMAN, The committee will stand in recess until 3: 30. 

(Whereupon a recess was taken until 3:30 p. m. the same day.) 


AFTERNOON SESSION 


Senator SparKMAN. Let the committee come to order, please. 

Our first witness this afternoon will be Mr. James A. Ronan. 

Mr. Ronan, will you come around, please, sir? 

Mr. Ronan, will you be sworn, please, sir ¢ 

Whereupon James A. Ronan was duly sworn as a witness by Sena- 
tor Sparkman, and was examined and testified as follows: 


TESTIMONY OF JAMES A. RONAN 


Senator SparKMAN. Be seated, please. 

For the benefit of the record, will you give your name, address, and 
present occupation to the reporter and any background material that 
might be helpful ? 

Mr. Ronan. I didn’t hear the last of that, Senator. 

Senator Sparkman. I said—— 

Mr. Ronan. Any facts? 

Senator Sparkman. Any background facts that might be helpful 
to the committee. 

Mr. Ronan. My name is James A. Ronan. [I live at 1734 East 71st 
Place, Chicago. I’m an attorney at law with offices at 77 West Wash- 
ns Street. 

enator SparkKMAN. Where and when were you born? 

Mr. Ronan. I was born on July 2, 1904, in Chi . 

Senator Spaxkman. What is your educational und ¢ 

Mr. Ronan. Well, I went to high school in Chicago. I took an A. B. 
degree at the University of Notre Dame in 1926 and a law degree at 
Loyola in Chicago. ; 

ator SparkKMAN. What is your occupation? Did you state that 
a minute ago? ' 
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Mr. Ronan. I’m an attorney. 

Senator SPARKMAN. Attorney at law here in Chicago? 

Mr. Ronan. In Chicago. 

Senator SparKMAN. In December 1954 were you appointed attorney 
for the Cook County treasurer ? 

Mr. Ronan. I was. 

Senator SparKMAN. Was that Mr. Herbert Paschen ? 

Mr. Ronan. Yes, sir. 

Senator SpaRKMAN. Will you tell us what the nature of your duties 
is in connection with that position ? 

Mr. Ronan. Well, the nature of my duties as the personal attorney 
for Mr. Paschen is to advise and consult with the county treasurer in 
relation to his personal responsibility as the treasurer as it comes 
from some of these funds of which he is the custodian, and generally 
the watching of the pay-outs on condemnation awards that are de- 
posited with the county treasurer and appearing in court for him on 
contested matters, and so forth. 

Senator Sparkman. Mr. Ronan, if you'll excuse me, I’ve got a 
long-distance call I want to take. I'll be right back. If you have 
no objection, let Mr. Wallace and Mr. Rogers continue with the 
questioning. If not, we'll just wait till I get back. Either one that 
you want to do. 

Mr. Ronan. Doesn’t make any difference to me. 

Senator SparkMan. All right. 

Mr. Wattace. Mr. Ronan, have you held previous employment in 
the State, county, and local governments in Illinois? 

Mr. Ronan. I didn’t understand. 

Mr. Wauuace. Have you had previous positions in local, State, 
and county governments in Illinois? Is that your background? 

~ Mr. Ronan. Oh. From 1953 to—no, pardon me. From 1949 to 
1953 I was connected with the State government as an arbitrator and 
also as a member of the State of Illinois. Industrial Commission. 

Mr. Watxiace. When did you first hear of a welfare fund to be main- 
tained in the county treasurer’s office ? 

Mr. Ronan. Along about the first of February in 1955. 

Mr. Wattace. Who told you about it? 

Mr. Ronan. The first information I had about it I got from Mr. 
Kolar—Andrew Kolar. 

Mr. Wautace. How long had you known Mr. Kolar and under 
what circumstances ? ' 

Mr. Renan. Oh, I had known Mr. Kolar and of him for.a great 
many years. A great many years ago I knew him as an officer of 
the Drexel Bank, and then in more recent years I knew he was con- 
nected with the office of the county treasurer for a long while. 

Mr. Waxtace. What did he tell you about this welfare fund? 

Mr. Ronan. He told me that there was a welfare fund in the 
county treasurer’s office, that it was necessary to incorporate as a 
not-for-profit. corporation, that in order to effect a bank account for 
this particular association that he thought we should get a not-for- 
profit corporation. charter. 

Mr. gaa What did you understand the purpose of the fund 
was to be‘ 

Mr. Ronan. Well, I understood the purpose of the. fund to be 
for the—to handle the charitable contributions that were assessed 
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against the employees of the office to generally handle any welfare 
among the employees that might be necessary from time to time, 
generally to be handled as an employees’ welfare fund. 
” Mr. Waxtace. Did you understand that it was to be used at any 
time for political campaign expenses ? 

Mr. Ronan. No, I did not. There was nothing said about that. 

Mr. Watiace. Were you told of similar welfare funds maintained 
in prior years ¢ : — ; 

Mr. Ronan. I didn’t get the beginning of your question. 

Mr. Wautace. Were you told that there had been in existence 
similar funds in prior years ? 

Mr. Ronan. Oh, yes. It was my understanding that there had 
been—this fund had been in existence for a number of years under 
yrevious county treasurers and it was merely necessary to incorporate 
it at this time because of the new county treasurer. 

Mr. Watuace. Did you draw up the articles of incorporation ? 

Mr. Ronan. Yes, I did. 

Mr. Wauiace. Why did you incorporate the fund? Why was it 
considered necessary to incorporate it ¢ 

Mr. Ronan. Well, it was my understanding that it was necessary 
to incorporate this fund to receive the proceeds or the donations that 
came into it and to handle them through a regular organized bank 
account. 

Mr. Wattace. What did you do with the funds which had been 
collected up to that point? For example, from the Brenza welfare 
fund. What did you do with the money left over from that? 

Mr. Ronan. I don’t know. I had no knowledge of what fund was 
there or anything else. I merely handled the incorporation, the draw- 
ing of the charter. 

Mr. Watiace. Was it your understanding that no part of the pre- 
ceding fund was available to the new county treasurer ? 

Mr. Ronan. Well, frankly, I didn’t inquire into it at this time. I 
found out subsequently that there was no money turned over from 
the previous fund, yes. 

Mr. Watiace, Did Mr. Kolar tell you or did you know at that time 
from what source the money for this fund came? 

Mr. Ronan, Yes, it was told me that it was voluntary contributions 
from the banks that were doing business with the office. 

Mr. Wautace. You had understood that these were voluntary con- 
tributions but that they were from banks with county funds on de- 
posit ¢ 

Mr. Rowan. Yes. 

Mr. Wattace. How soon after you learned about the fund did you 
discuss it with Mr. Paschen ? 

Mr, Ronan. It was all done in a matter of a couple of days. Mr. 
Paschen, I think, was in Mr. Sullivan’s office the day that we dis- 
cussed the drawing of the charter, but he wasn’t—I think he was 
there for a\short time... I don’t think he participated much in the dis- 
cussion. It was merely a discussion of who the incorporators should 
be and the directors and so forth. 

Mr. Wattace. Did you discuss the funds with Mr. Paschen before 
obtaining a corporate charter for it? 

Mr. Ronan. Only that I told him we were going to do it. 
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As. WALL.ACE. Who else did you discuss the fund with besides Mr. 
olar ¢ 

Mr. Ronan. Mr. Sullivan. 

Mr. Watiace. Anyone else before you drew up the incorpration ’ 

Mr. Ronan. Possibly with Mr. Smith. If it were done, it would 
be at the same time that we were all in Sullivan’s office. I remember 
discussing it with him there. 

Mr. Watiace. Who made the decision to obtain a corporate charter! 

Mr. Ronan. Mr. Sullivan, I think. 

Mr. Wautace. Who were the incorporators of the fund ? 

Mr. Ronan. Incorporators were Mr. Sullivan, Mr. Kolar, and 
myself. 

Mr. Wauuace. And was this a not-for-profit corporation under I]li- 
nois law ? 

Mr. Ronan. Yes; it was. 

Mr. Watiace. What was the name of the corporation ? 

Mr. Ronan. Herbert C. Paschen Employees Association. 

Mr. Wautace. Who were the directors and officers of the corpo- 
ration ? 

Mr. Ronan. The directors and officers were Mr. Sullivan, Mr. 
Smith, and myself. 

Mr. Waxxace. Who was the president ? 

Mr. Ronan. Mr. Sullivan. 

Mr. Watiace. What was your position ? 

Mr. Ronan. Secretary. 

Mr. Wattacr. Mr. Smith was the treasurer ¢ 

Mr. Ronan. Mr. Smith was the treasurer ; yes. 

Mr. Wautace. Did the ocepentiog ever adopt any bylaws regu- 
lating its manner of operation ¢ 

Mr. Ronan. Yes; they adopted a set of bylaws in the form pre- 
pared—that usual form of bylaws. 

Mr. Wattace. How often did the corporate directors meet ? 

Mr. Ronan. Only once that I recall. 

Mr. Wattacer. As secretary, did you prepare the minutes for the 
meeting ? 

Mr. Ronan. That’s right. 

Mr. Wattace. That’s the only time you recall] its meeting! One 

time ¢ 

Mr. Ronan. Well, I should clarify that. There. was the second 
meeting. The first meeting of the directors was merely for the pur- 
pose of adopting a resolution a the depository of the fund, 
and then subsequently—I think a little less than a year later—they 
had a short meeting to change that depository from one bank to an- 
other, sir. You might say there were two meetin 

Mr. Watiace. Who had the legal control over the handling and 
disbursement of these corporate funds? 

Mr. Ronan. The president and treasurer. 

Mr. Wattace. Did you ever solicit or receive funds for the 
corporation ? 

Mr. Ronan. No. Neither. 

Mr. Watiace. Whodid? 

Mr. Ronan. I don’t know, frankly. 

Mr. Wattace. Was it Mr. Kolar? 
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Mr. Ronan. I understood it was, yes, but I never had any direct 
contact with him on that. 

Mr. Wauxiace. Was Mr. Kolar either an officer or director of the 
corporation ¢ 

Mr. Ronan. No. 

Mr. Wauxace. From whom did he receive orders in performing his 
services in soliciting funds for the corporation ? Who told him to 
solicit the funds? 

Mr. Ronan. Well, I wouldn’t know that of my own knowledge. I 
would imagine it might havé been from Sullivan, but I had no direct 
knowledge of it. 

Mr. Wautace. As a director and officer of the corporation, did you 
keep acquainted with the corporate affairs ? 

Mr. Ronan. Did I kere scanenmiee ? 

Mr. Watiace. Yes. Did you keep up with what the corporation 
was doing ? 

Mr. Ronan. No; I did not. 

Mr. Wautace. Did you ever discuss with Mr. Kolar or anyone else 
the procedure to be followed in obtaining funds for the corporation ? 

Mr. Ronan. No. Never. 

Mr. Wattace. I think you said previously that you did know the 
source from which the funds came. Is that correct? You knew that 
they came from the banks which had county funds on deposit ? 

Mr. Ronan. That’s right. 

Mr. Wautace. Did you perform any corporate duties in the dis- 
bursement of funds of the corporation ? 

Mr. Ronan. None whatever. 

Mr. Watiace. Have you ever discussed disbursements with other 
directors or officers of the corporation ? 

Mr. Ronan. Only once or twice that I remember they discussed this 
matter of making a contribution to a widow of a deceased member on 
two occasions—deceased employee, I mean. We talked about a dis- 
bursement to the widow of one of our young fellows who dropped 
dead, and then on another occasion one of the employees was killed 
and we talked about giving some aid to his widow. Those are the only 
two occasions that any disbursement was ever discussed with me. 

Mr. Wauuace. Did any of your discussions concerning expenditures 
cover ‘disbursement that was made from the welfare fund for Mr. 
Paschen’s political campaign for the governorship ? 

Mr. Ronan. No. 

Mr. Watiace. You didn’t discuss that situation with anyone at all? 

Mr. Ronan. No. 

Mr. Watxace. You didn’t discuss it with J. W. F. Smith? 

Mr. Ronan. No. Clarify that, Mr. Wallace. I was not in the office 
as an employee at any time. I was—I have an office over at Washing- 
ton Street, and I’d be in and out there. I wasn’t in there—— 

Mr. Wauuace. The reason I’m asking this, Mr. Ronan, is that I 
understand you were Mr. Paschen’s attorney. 

Mr. Ronan. That’s right. 

Mr. Wautiace. And we just wondered if you would have been— 
if your advice, especially as a director of this fund, would have been 
sought. when it was diseovered that part of the money from this wel- 
fare fund went into Mr. Paschen’s political campaign. 
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Mr. Ronan. It was not discussed with me; no, 

Senator SparKMAN. You did not devote full time to this office. You 
were on aretainer basis. Isthat right? 

Mr. Ronan. That’s right, Senator. 

Senator SparkMAN. You continued your private practice of law and 

your office was your private law office rather than a place in the court- 
cocms or the county building or whatever it may be 

Mr. Ronan. That is correct. 

Senator Sparkman. Did you know about this $1,500 or $1,600 
that went out of the welfare fund into the campaign fund? 

Mr. Ronan. I didn’t know about it until after this investigation 
arose. As a matter of fact, until after the subpenas were served for 
the records of the corporation. That’s the first knowledge I had of 
that. 

Mr. Watxace. Would you consider the use of this fund for political 
campaign purposes a proper use of it? 

Mr. Ronan. No; I would not. 

Mr. Wattace. Do you know how much money has been collected 
by the corporation for these funds? 

Mr. Ronan. I do now. I didn’t at that time, but after this inves- 
tigation started I found out. 

Mr. Watxiace. How much? $29,000? 

Mr. Ronan. In the 2-year period, somewhere in the neighborhood 
of $29,000. Disbursements were somewhere around $14,000, and 
I think there’s close to $15,000 left in the fund right now. 

Mr. Watuace. Do you consider this a proper method of raising 
money for this type of a purpose ? 

Mr. Ronan. It depends on which type of purpose you refer to— 
the purpose of welfare of the employees or political purposes. 

Mr. Wattace. No; I mean the original purpose. I think—— 

Mr. Ronan. The purpose of—the chartered corporate purpose of 
the fund I think is entirely proper, yes. 

Mr. Wattace. I’m not talking about the purpose of the fund. I’m 
talking about the method of getting money to carry out the purpose. 
Do you think that’s a proper method ¢ 

Mr. Ronan. As voluntary contributions? 

Mr. Wautace. From banks with county funds on deposit. 

Mr. Ronan. Well, I think if a bank feels disposed to contribute to 
an employee welfare fund it’s perfectly proper for them to do so. 

Mr. Wattace. As a person in the treasurer’s office it may seem this 
way to you, but how about a banker who is solicited for this fund? 
Would he not be likely to feel that his chances of holding county 
funds may be jeopardized if he refused to contribute to the fund? 

Mr. Ronan. Well, if he were solicited, yes. I was thinking of it 
in terms of a voluntary contribution. 

. Mr. Watxace. Oh, no; I mean solicited to make a voluntary contri- 
ution. 

Mr. Ronan. Oh, no, I don’t think he should be solicited. 

Mr. Watxace. Mr. Ronan, in your duties as an adviser to Mr. 
Paschen, what part do you play in decisions concerning the making 
of county deposits in the banks? 

Mr. Ronan. None whatever. 

Mr. Wattace. What about the decision as to whether to place them 
in banks or invest them in 90-day bills—or wouldn’t it be up to you 
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to determine whether it’s legal to invest in certain types of Securi- 
ties? In your capacity do you have anything at all to do with that! 

Mr. Ronan. No; except to advise the treasurer as to what is legal 
and what isn’t. But I had no determination of what should be in- 
vested or not. ; , : 

Mr. Wautace. Did you ever advise him as to how he should invest 

rem # 

: Mr. Ronan. I never have except to tell him where he had the right 
to invest and what types of securities the law provided for. 

Senator SparkMAN. May I ask: In a case of that kind would he call 
on the Attorney General of the State or someone that could give him 
an official opinion? Didn’t he refer this morning to the—— 

Mr. Ronan. The State’s attorney—— 

Senator SparKMAN, State’s attorney? 

Mr. Ronan. The State’s attorney was asked on a couple of occa- 
sions to give an opinion on investment of funds, yes. 

Senator Sparkman. And when that.is given, he is protected unless 
and until the courts decide otherwise. Is that not true . 

Mr. Ronan, That’s right. However, the—— 

Senator SrarkMAN. In other words, that becomes an official 
opinion ¢ 

Mr. Ronan. Becomes the opinion of the State’s attorney as to his 
official status as county treasurer, but it still doesn’t protect him in 
his personal capacity. 

Mr. WaLAce. Have you advised Mr. Paschen to continue keeping 
county deposits in demand rather than time deposits? 

Mr. Ronan. I have not, no. 

Mr. Wattace. Can you tell us if you’ve ever looked into the local 
law? Could these deposits be plised in time accounts legally ? 

Mr. Ronan. Legally, yes, some of them. 

Mr. Wattace. Do you know if any county deposits have to be 
readily available upon demand for the use by the county? 

Mr. Ronan. A large part of them do. 

Mr. Wattace. But there are some which could go into time account 
or 90-day bills or 

Mr. Ronan. Well, from a practical standpoint, yes, there are some. 

Mr. Wau.ace. Have any Illinois bankers ever requested you to 
have deposits placed in their respective banks? 

Mr. Ronan. No. 

Mr. Watxace. Do you own any stock in any Illinois banks? 

Mr. Ronan. No. 

Senator SparkMAN. Mr. Rogers? 

Mr. Rocrers. Mr. Ronan, as Mr. Paschen’s Boers attorney did 
you discuss the eee aspects of the setting up of this fund with him— 
the welfare fund ¢ 

Mr. Ronan. I don’t think we had any discussion of the thing, no. 
I think he was advised about the existence of the fund, that it had 
been in the office for some time, and the fact that it would be neces- 
sary now to set up this not-for-profit corporation as the Herbert C. 
Paschen Employees Association. And he said, “Go ahead and do 
whatever you have to,” or something like that. It wasn’t any lengthy 
discussion. 

Mr. Rogers. Was there any question in your mind as to the legality 
of this fund ¢ 





770 ILLINOIS BANKING SITUATION 


Mr. Ronan. No; I thought it was perfectly proper. 

Mr. Rocers. Did you look into the Illinois statutes governing the 
county treasurer’s office, particularly section 37 of chapter 38 of the 
annotated statutes ? 

Mr. Ronan. I think I did, yes. 

Mr. Rogers. I'll read that statute to you. Itsays: 

No bank or other depository holding county money deposited therewith by 
the county treasurer in accordance with the provisions in this act‘or otherwise 
and no officer of any such bank, depository, or other person shall pay to, ~with- 
hold for the benefit of, or contract in any manner for the payment to such county 
treasurer or to any other person for him of any interest or other fee prerequisite 
or emolument on account of the deposit of such county moneys except such 
interest as shall be paid to such county treasurer for the benefit of the county. 

Do you believe that the payment by these banks holding county 
deposits falls within the prohibitions of this statute ? 

Mr. Ronan. No, I don’t, because the money or the contributions 
from the banks was not to the county treasurer or to any person for 
him as that statute sets out. It was for a not-for-profit corporation 
for the benefit of the employees of the office. 

Mr. Rocers. We have discussed the charitable aspects of this fund. 
Do you believe that the payment of money from the fund for golf 
days and political advertisements was within the definition of “chari- 
table” ? 

Mr. Ronan. No,I don’t. 

Mr. Rogers. I mean would you say that that’s not a straight politi- 
cal contribution, but it’s an indirect one? 

Mr. Ronan. Well, it all depends on how you look at it. If it’s paid 
for one purpose it definitely is not charitable in any sense of the word, 
but if*it’s assistance to one of the employees in the office it might be 
looked upon as being for the benefit of the employees in the office 
rather than an out-and-out political contribution. But I agree with 
you that it’s definitely not charitable. 

Mr. Rogers. What you're saying is that a ward committeeman or a 
candidate might approach an employee in the office and say, “I'd like 
to have you take four tickets for a golf day,” or, “How about buying 
an ad in our program ?” and that by payment out of this fund for that 
purpose you were helping the employee? It was for his welfare in 
that case ? 

Mr. Ronan. That’s right. 

Mr. Roeers. But, of course, it did help the political organization 
receiving: 

Mr. Ronan. To which he belonged. Yes. 

Mr. Rocers. That’s right. Did you ever discuss with Mr. Sullivan 
the persons or organizations requesting contributions from the fund! 

Mr. Ronan. No. 

Mr. Rogers. Did Mr. Paschen or Mr. Sullivan ever discuss with you 
the placing of county deposits? 

Mr. Ronan. No. 

Mr. Rogers. I believe that’s all I have. 

Mr. Wautace. Mr. Ronan, as an adviser to Mr. Paschen, who is 
the county treasurer, legal adviser, you would have to advise him that 
he must keep money available for use if a situation arose where he 
needed the money so that if you were to deposit or if Mr. Paschen were 
to deposit this money in a time account he would have to give 30 days’ 
notice to get it out? 
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Mr. Ronan. Right. ail an 

Mr. Wautace. Moreover, as I understand it, if you did put it in 
time account the banks could not pay more than 1 percent because 
of regulation Q of the Federal Reserve Board? Are you familiar 
with that regulation ? 

Mr. Ronan. Casually, yes. 

Mr. Wautace. As I understand it, the regulation says that on ac- 
counts, bank deposits, which pay interest on a basis of less than 90 
days there will od maximum of 1 percent that can be paid and no 
interest can be paid on demand deposits. 

Mr. Ronan. That’s right. 

Mr. Wauiace. A private account, a private time account, can pay 
more than 1 percent because they pay interest every 6 months. Is 
that correct ? 

Mr. Ronan. That’s my understanding of it; yes. 

Mr. Wauzace. So that if the county were to put the money in a 
time account which earned interest every 6 months, then they could 
earn 2, 214 percent interest, couldn’t they, except the interest would 
be payable only every 6 months instead of every 30 days? 

Mr. Ronan. Well—— 

Mr. Wauuace. This is true I think with respect to State deposits. 
I was wondering about the county deposits. Do the same regulations 
apply ? 

ame Ronan. Well, the same regulations apply, but it depends on 
what their demands are, the demands that are ae on the Treasurer— 
continuing demands from many of those accounts. There is a sizable 
balance on hand most of the time, but it’s an in-and-out proposition. 

Senator Sparkman. Anything further, Mr. Rogers? 

Mr. Rocers. No. 

Senator SparkMaN. Thank you very much, Mr. Ronan. 

Mr. Ronan. Thank you, sir. 

Senator Sparkman. We appreciate your coming. 

Our next witness will be Mr. Ora Smith. Come around, Mr. Smith. 

Whereupon Ora Smith was duly sworn as a witness by Senator 
Sparkman, was examined, and testified as follows: 


TESTIMONY OF ORA SMITH 


Senator SparkMAN. Be seated, if you will, and for the benefit of 
the record state your name, address, your present occupation, and any 
background information that you think might be helpful to us. 

Mr. Smirn. My address is Dasgerille, Til. 

Senator SparKMAN. What is that? 

Mr. Smirn. Biggsville. 

Senator SparKMANn. Biggsville? 

_ Mr. Smrrna. Yes. I’m a farmer and a real estate broker. We have 
five children. Did you want to know that? Sixteen grandchildren. 
Maybe you’d want to know that. 

Senator Sparkman. You’re bragging, aren’t you ? 

Mr. Smrra. Bragging a little. Three great-grandchildren. And I 
have celebrated my golden wedding anniversary this week. 

Senator SparKMan. A pretty backgeedint. 

Mr. Sarrn. Yes, sir. 


Senator Sparkman. Mr. Wallace will question you. 
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Mr.Ssaru. Yes. 

Mr. Wauuace. Mr. Smith, were you in the State legislature ? 

Mr. Smiru. Yes; for six terms. 

Mr. Wautiace. When did you first go to the legislature? 

Mr. Smirn. Let’s see. That would be in 1936 I believe. 

Mr. Wauuace. You served for 12 years there ¢ 

Mr. Smirn. Uh-huh. 

Mr. Wauace. Are you a former State treasurer of Illinois? 

Mr. Smiru. I was. 

Mr. Wauiace. When were you elected ? 

Mr. Smirn. In 1948, and served 1949 and—wait a minute; Yes. 
I was elected in 1948, served 1949 and 1950. 

Mr. Wauiace. Are you a banker also! 

Mr. Smiru. I have a little stock in some small banks, but I’m not 
abanker. Inmycounty. Small county. 

Mr. Watxace. You own stock in banks in your home county? 

Mr. Soiru. Yes. 

Mr. Watace. What banks would those be? 

Mr. Smiru. First State Bank of Biggsville and the State Bank of 
Stronghurst. 

Mr. Watxace. Did you receive contributions from bankers to finance 
your campaign ? 

Mr. Siru. Prior to my being elected State treasurer? 

Mr. Watwace. Yes. ; 

Mr. Smirn. No, sir. 

Mr. Watuace. Did you conduct an extensive campaign for State 
office ? 

Mr. Smiru. For State treasurer? 

Mr. Wauuace. Yes. 

Mr. Smirn. Yes; we toured the State in the primary and the fall. 

Mr. Wattace. Did you seek political support from bankers during 
your campaign ¢ 

Mr.Smrirn. No, sir. 

Mr. Wautace. It was our understanding that you talked to some 
of them, but that they didn’t take you seriously. 

Mr. Smrru. Well, I talked to one banker. I wasn’t soliciting cam- 
paign funds. I wanted to meet him: 

Mr. Wauiace. You just talked to him? I see. 

Mr. Smrru. I met about four bankers in Chicago prior to my 
election. 

Mr. Watiace. What was the attitude of the bankers toward you, 
generally, in the process of your campaign? Did they think you would 
win / 


Mr. Smiru. No. They used the term I “didn’t have a Chinaman’s 


chance.” 
and it did. 

Mr. Wautxace. They didn’t attempt to contribute to your campaign 
during the election ¢ 

Mr. Srru. No. 

Mr. Wautace. After you became State treasurer, did their attitude 
toward you change? 

Mr. Smirn. Very much so. 

Mr. Wautace. Did any of the bankers or anyone connected with 
banks make donations of money to you for use after your election? 


And I made the statement the lightning might strike— 
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Mr. Smrru. Yes. I had donations, but not direct from bankers. 

Mr. Wautace. Did you ask them to make these contributions ? 

Mr. Sarrn. No, sir. 

Mr. Wataace. How many banks would you say were involved in 
these donations ? 

Mr. Smiru. I don’t quite get what you want there. You mean how 
many banks had deposits in from the State ? 

Mr. Watxace. About 388 banks that had money on deposit, as I 
recall. 

Mr. Smirn. Yes. 

Mr. Wautace. But how many of these made contributions to you? 

Mr. Smrru. I wouldn’t know, because they weren’t made as bankers. 
Individuals would always bring the money, not a check, and I always 
assumed that they were interested in some bank. 

Mr. Watxace. How much would you estimate they contributed 
to you? 

Mr. Smrru. I would say between ten and twenty thousand some- 
where. 

Mr. Watiace. What was the purpose of these contributions? 

Mr. Smiru. I assumed that they felt that their deposits would be 
more secure and they certainly realized I must have had quite a cam- 
paign deficit, which I did have. 

Mr. Wauiace. Was this to be used for any future campaigns you 
might undertake ? 

Mr. Smiru. I was lucky to defray the deficits I had with the con- 
tributions I got. 

Mr. Watxace. Did it cost as much to run for State treasurer as it 
does for State auditor; namely, $200,000? 

Mr. Smirn. I never have had that much money in my hands. 

Mr. Wattace. It’s your feeling that these contributions were made 
by banks in an effort to help convince you that you should not with- 
draw their State deposits? 

Mr. Soiru: I assume that was the feeling, although no promises 
were made, 

Mr. Wattace. You didn’t solicit or make any promises to them 
about what course of action you might take? 

Mr. Smrru. No, sir. 

Mr. Watvace. Do you recall what the largest donation that you 
received was? 

Mr. Smiru. Well, I kept no record of the donations; no individual 
record. I would say—really I couldn’t tell you exactly what they 
were. I suppose I received maybe as much as from $500 to $700. 

Mr. Wauxace. What did you do with these donations? You said 
part of them were used to take care of your deficit, and after you took 
care of your deficit what did you do with them, or did that take care 
of all of them ? 

Mr. Smiru. There wasn’t anything left. 

Mr. Watxace. Did you run for office in 1950? 

Mr. Sourru. For clerk of the supreme court. 

Mr. Watace. Is that a statewide race? 

Mr. Surru. Uh-huh. 

Mr. Watuace. Did bankers contribute to you for that race? 

Mr. Smrrn. No, sir. 


83551—56—pt. 234 
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Mr. Watuace. Were you making any distinction between bankers 
and people connected with banks? 

Mr. Smiru. Well, it depends on what you—how you want to put 
the question. I figure bank officials and people interested in banks, 
either depositors or stockholders or whatever they might be, and I 
never knew just their connection. 

Mr. Wa.ace. In other words, when I say a “banker,” you mean a 
person, so far as you know, who has no operating or ownérship func- 
tion with the bank, but he might be a depositor or something of that 
type? 

Mr. Smrrn. Could be something of that type. I never made it my 
business to inquire just what they were. 

Mr. Rogers. I want to make sure you understand Mr. Wallace’s 
question. When he says “banker,” he doesn’t mean a man necessaril 
was the president of the bank or treasurer or assistant cashier. He 
might be on the board or he might be a large shareholder. Is that 
your understanding? 

Mr. Smiru. That I couldn’t tell you what they were. I don’t know. 

Mr. Rocers. You just made the statement that no bankers con- 
tributed to your campaign for the supreme court. 

Mr. Smirn. Bankers as I knew them, no; none of them did. I met 
a good many bankers at the bank meetings but no banker ever made 
me a contribution as I know him. 

Mr. Watuxace. Did you keep a record of those who contributed to 

rou? . 

: Mr. Smiru. No. 

‘Mr. Wauxace. Did anyone other than persons interested in banks 
make any contributions to you after you were elected State treasurer ? 
Mr. Sirs. Yes. Two insurance companies made a small dona- 
tion. 

Mr. Watuace. You were elected for a 2-year term? 

Mr. Smirn. That’s right. 

Mr. Waxtace. Did you decide to run for another office while you 
were treasurer ? 

Mr. Smirn. Yes. 

Mr. Wautace. That was clerk of the supreme court ? 

Mr. Smirn. Yes. 

Mr. Waxtace. Did you use part of your donations you received 
from bankers in your race for the clerkship ? 

Mr. Smiru. Did I receive donations from bankers? 

Mr. Wauuace. No, I say the donations that you received from bank- 
ers while you were treasurer, did you use any of this money for your 
race for this clerk of the supreme court? 

Mr. Smiru. No. My office force made me a very decent little dona- 
tion for that campaign. 

Mr. Watuace. Did your office force contribute ? 

Mr. Sourrx. Uh huh. 

Mr. Wautace. Was this one of these assessments? 

Mr. Smrrn. How’s that? 

Mr. Watiace. Was this a compulsory assessment? 

Mr. Smirx. Voluntary. They got together and voluntarily raised 
a contribution. 

Mr. Watuace. You mean they raised it among each other? 

Mr. Smirx. Uh huh. 
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Mr. Rocers. Did all the employees contribute ? 

Mr. SmirH. How’s that? 

Mr. Rogers. Did all the employees contribute ? 

Mr. Smirn. No; notall of them. 

Mr. Rocers. Was there—— 

Mr. Smirxn. But a very sizable majority of them did. 

Mr. Rogers. Was it just a matter of 2 or 3 or 4 that didn’t? 

Mr. Smiru. I think to be exact that—you have the number—either 
3 or 4 that didn’t. And they. didn’t lose their jobs.either. 

Mr. Watiace. Do you know Mr. Lester Kiick? 

Mr. Smiru. I do. 

Mr. Wauxace. When did you first meet him ? 

Mr. Sarru. When I was elected to be State treasurer, and after I 
had taken office as State treasurer. 

Mr. Wauiace. He was an employee in the office of the State treasurer 
at the time you beeame State treasurer? 

Mr. Smrrn. Yes; my predecessor—— 

Mr. Watuace. Did you retain him as an employee when you first 
became State treasurer ? 

Mr. Smrru. I did. 

Mr. Wauxace. Is Mr. Kiick a Democrat ? 

Mr. Smiru. Well, I think not. He worked for several State treas- 
urers ahead of me. I think he was Republican. 

Mr. Wauuace. Isn’t that a sort of political turnover type of an 
office? The reason I’m wondering is I had understood that when a 
State treasurer was elected if there were a group of one party in and 


another party came in that there was.a sort of complete turnover. 
This was not true in the case of Mr. Kiick? 

Mr. Smrru. Well, it’s not. There’s not a complete turnover. 
There’s career people in there that understand the office very much, 
and they’re a kept on. 


Mr. Wauxace. Was Mr. Kiick a career employee ? 

Mr. Smrru. He had been in there a number of years I think with 
two former State treasurers. At least two. Maybe more. 

Mr. Wauuace. How long did Mr. Kiick work with you? 

Mr. Smrra. Oh, I would say 3 or 4 months. I de n’t have the 
exact dates. 

Mr. Wauiace. When did he leave your employ ? MPS 

Mr. Smrru. When I discharged him. 

Mr. Watuace. You discharged him ? 

Mr. Smrru. Yes, sir. 

Mr. Watiace. What were the circumstances surrounding your dis- 
charging of him? 

Mr. Smrru. The report came to me through the Governor that he’d 
been in Peoria and solicited banks for donations for the deposits they 
had from the State of Illinois or the treasurer’s office. That banker 
called the Governor, and the Governor called me and wanted to know 
if I had anyone out soliciting banks. I told him no. 

Well, the banker came over, and I talked to him, verified that he 
was the man, Mr. Kiick, that had been there at this bank. I under- 
stand from newspaper reports that Mr. Kiick denies it. But Mr. : 
the banker, he verified what he had told the Governor. He said, “He 
was in our bank, made a statement to this effect: ‘You have a State 
deposit from the State treasurer.’ ” 
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And I assume that the banker agreed with him that he did have. 

“And you want to keep it. Well, if you do, you better take gare of 
the State treasurer.” 

That was the story I got. And when he came in the next—— 

Mr. Watiace. Was this story borne out by the banker in Peoria? 

Mr. Smirx. Uh huh. 

Mr. Wattace. Who was the banker in Peoria ? 

Mr. Smiru. I’m not too sure. I thought it was a Mr. Krause, but 
I don’t believe it was. I should have looked that up. I have it in my 
records, and I got to thinking about it. 

Mr. Wattace. Was it Mr. Harsch? 

Mr. Smiru. I believe that was the fellow, yes. 

Mr. Wauuace. Harold L. Harsch, of the First National Bank of 
Peoria ? 

Mr. Sairnu. I think that’s the fellow, yes. 

Mr. Wattace. Vice president and cashier of the bank? 

Mr. Sorru. I’m sure he was the cashier, whatever bank it was, 

Mr. Wattace. Are you sure of that or would you like to check on it 
and furnish a report to the committee ? 

Mr. Smirn. No; I’m quite sure about it—that was it. 

Mr. Watiace. And was Mr. Kiick soliciting on your behalf or 
someone else’s ? 

Mr. Smrrn. He was solicited, he said, on my behalf, but not at my 
instructions at all. I had no one soliciting banks, 

Mr. Rocers. Did you learn of Mr. Kiick soliciting anyone else? 

Mr. Smirx. How was that? 

Mr. Rocers. Did you hear of Mr. Kiick soliciting anyone else for 
funds? 

Mr. Smitu. No; I did not. 

Mr. Rocers. Did he ever turn any funds over to you? 

Mr. Srru. No, sir. 

Mr. Wattace. As far as you were concerned, you knew it was Mr. 
Kiick because Mr. Harsch had identified him as being Mr. Kiick? 

Mr. Surrn. I didn’t get that quite. 

Mr. Wattace, I say as far as you were concerned you knew that. it 
was Mr. Kiick that had solicited because Mr. Harsch told you that? 

Mr. Situ. That’s right. 

Mr. Wattace. Did you talk with Mr. Kiick about this? 

Mr. Smirn. I did. I called him in the next day and discharged 
him. He denied it at first, but finally he said, “Well, forget it.” I 
was going to bring the banker in and verify it. He said, “Just forget 
it.” So I let him go. 

Mr. Wattace. He denied it until you said you were going to bring 
in the banker, and then he said, “Forget it”? 

Mr. Sutra. That’s right. 

Mr. Wattace. Did you inform the banker? Did he ask whether 
you had authorized him to do this or not ? 

Mr. Sourrn. I sure did. The banker was right in the office the fol- 
lowing day or two after that. 

Mr. Watace. Do you know if Mr. Kiick solicited any other bank- 
ers on your behalf or anybody else’s behalf ? 

Mr. Smite. Notthat I ever heard of. 

Mr. Waxtace. Did the State deposits at the First National Bank 
of Peoria change following this incident? 
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Mr. Smiru. Did they do what? 

Mr. Wattace. Did they change following this incident ? 

Mr. Smrrn. No. You mean their deposits change or anything? 

Mr. Wauiace. Their deposits. 

Mr. Smiru. I never bothered their deposits. 

Mr. Wauiace. I may say, Mr. Smith, that the total deposits of 
funds of State and political subdivisions for the First National Bank 
of Peoria show that as of the end of December, December 31, 1948, the 
total of these State and other public deposits was $2,265,000, and at 
the end of 1949, which was the end of your first year, they dropped to 
$1,964,000. It’s pore that this drop was from county deposits or 
from political subdivisions’ deposits. Are you stating that as far as 
you recall no reduction was made in State deposits? 

Mr. SmirH. No, not to my recollection there wasn’t. Not in Peoria. 

Mr. Watxiace. Do you know Jack O. Brown ? 

Mr. Smiru. Yes, I do. 

Mr. Watuace. When and where did you first meet him ? 

Mr. Smrrn. Oh, that was a number of years ago. He was attend- 
ing a military school at Aledo, Dil, when I first met him. 

Mr. Watxace. When was that? 

Mr. Smiru. I couldn’t say how many years. That’s been a good 
many yearsback. Probably, oh,25 at least. 

Mr. Wattace. Had you had any business or social relationships 
with him between that time and 1948 ? 

Mr. Smirn. No. 

Mr. Wauiace. Was Mr. Brown your campaign manager when you 
sought election to State treasurer in 1948? © 

Mr. Smrrn. That’s right. 

Mr. Wau Age, How did you happen to select him as your campaign 
manager ¢ 

Mr. Smiru. Well, in fact, he asked for us, and I don’t know—I 
was rather new at anything like that, and I thought he’d probably be 
a pretty good man. 

Mr. Watuace. Did this occur before or after the primary election ? 

Mr. Smiru. This occurred before the primary when I employed 
him as campaign manager. 

Mr. Watxace. Did you pay him for his services as campaign man- 
ager ¢ 

Mr. Smirn. Yes, I did. 

Mr. Wauuace. After your election, did you appoint Mr. Brown as 
assistant State treasurer ? 

Mr. Smrrn. I did. 

Mr. Watxace. Under what circumstances was this appointment 
made ? 

Mr. Smirn. Well, I hardly know. I—he’s a lawyer. And, of 
course, he wanted the job, and I yielded, let him have it. 

Mr. Watzace. What were his duties as assistant State treasurer? 

Mr. Smiru. Well, he acted more or less as the assistant personnel 
man. 

Mr. Wauace. Head of personnel ? 

Mr. Smrru. In other words, he would be termed, I guess, as the 
chief clerk. We abolished the chief clerk’s job in the office and he 
took care of that. 
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Mr. Wautace. Did you ever authorize Mr. Brown to accept con- 
tributions on behalf of banks having State deposits ? 

Mr. Smrru. No, sir. 

Mr. Wat.ace. To your enone, did he ever seek contributions? 

Mr. Smiru. Not to my knowledge, he never did. 

Mr. Wat.ace. Going back to the campaign; did Mr. Brown collect 
while he was campaign manager, did he collect for you then? 

Mr. Smirn. He did. 

Mr. Wautace. Do you know how much he collected ? 

Mr. Smrrn. I know what he gave me. I had quite a hotel bill up 
here. He gave me the sum of $300. I also know that he paid some 
advertising bills and for posters, and for one thing and another. At 
one time he told me the amount he received, in total, and I think it 
was around, somewhere between $1,500 and $2,000. 

Mr. Rocers. Mr. Brown testified that he collected $1,600. 

Mr. Smrru. Well, I wouldn’t know exactly what he did collect. 

Mr. Rogers. When he discussed that with you, did he indicate that 
several bankers had contributed to that campaign amount? 

Mr. Smirn. No; I never as much as had a list. I know he got a 
contribution from 2 insurance companies, and I recall that 2 lawyers 
here in Chicago made him a contribution, not a large one, and—— 

Mr. Wattace. Did these lawyers have anything to do with banks? 

Mr. Smrrn. No. I don’t recall who all made the contributions; I 
guess I can find out. 

Mr. Rogers. Do you recall a $500 contribution from a man down 
in Champaign ? 

Mr. Smrru. A $500 one? I do not. 

Mr. Wauuace. He was with a cap-and-gown outfit. 

Mr. Rocrrs. Yes; a Champaign cap-and-gown outfit. 

Mr. Smrrn. Oh, Champaign ? 

Mr. Rogers. Yes. 

Mr. Sorru. I did hear something about it, but I have forgotten w. 

Mr. Wautace. He was going to be the candidate for State treasurer 
and then had a stroke or something, and you ran? 

Mr. Sorru. I don’t recall his name even. 

Mr. Wautace. You don’t recall his name? 

Mr. Smrrn. No; I don’t. I do recall the incident. He had a heart 
attack, I believe, and begged-to be let off, and then he asked me to 
run. 

Mr. Rogers. That was your largest single contribution; wasn’t it 
$500? 

Mr. Smrrn. Well, I think as far as Mr. Brown was concerned, it 
was. I didn’t hear of any large ones. 

Mr. Rogers. You said before that you didn’t receive anything else; 
didn’t you? 

Mr. Smrrn. Now, Mr. Brown—those contributions I stated before, 
he evidently defrayed the expense of some advertising and cards 
and one thing and another like that. I think he made a complete 
accounting of what money he had, and I am speaking of the money 
he handed me. 3 

Mr. Rocer. I think you might have misunderstood my question. 
My question was, the contribution was the largest single con- 
tribution received in the campaign ? 
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Mr. Smrrn. Oh, yes. You mean when I was running for State 
treasurer ? 

Mr. Roeers. Yes. 

Mr. Sutra. Oh, my apany, yes. That was a big one. I didn’t— 
it wasn’t given tome. He got it. 

Mr. Rogers. Well, he was collecting on your behalf? 

Mr. Smirn. That is right. 

Mr. Rogers. He wasn’t collecting for Jack O. Brown. 

Mr. Smira. That is right; he was collecting. 

Mr. Wauxace. While he was assistant State treasurer, was he your 
contact man between banks, or did he seek to be ? 

Mr. Smiru. No, sir; he was not. 

Mr. Watxace. He was strictly a personnel man ? 

Mr. Smiru. That is right; chief clerk. 

Mr. Wauace. Did his duties have anything to do with State de- 
posits in banks ? 

Mr. Smiru. Did he have anything to do with it? 

Mr. Watxace. Yes. 

Mr. Smrru. No, sir. 

Mr. Watxace. Did he ever request that you permit him to be your 
contact man with the banks? 

Mr. Smrra. Not to my knowledge. 

Mr. Watxiace. Who was your chief revenue clerk? 

Mr. Smirn. How is that? 

Mr. Wattace. Who was your chief revenue clerk ? 

Mr. Smirn. Stanley Pickford, from the First National Bank of 
Chicago. 

Mr. Wana Did he advise you against having Mr. Brown as your 
contact man ? 

Mr. Smrru. I don’t recall. 

Mr. Watxace. While he was assistant State treasurer, did Mr. 
Brown ask you to increase the State deposits at the Southmoor Bank 
& Trust Co.? 

Mr. Smrru. I think he did; yes. 

Mr. Wautace. Did he give you any reason for making that request? 

Mr. Smtru. Oh, the fact that he had his office in that bank. He was 
up on, I think, about the third floor, and I believe the gentleman’s 
name that he was:sup to be very close to was Mr. Marcus, and he 
asked that I—I don’t recall the amount now, but he asked that I 
make—— 

Mr. Watiace. Was it a $250,000 increase in State deposits? 

Mr. Smaru. I think that is about it. I think they made application 
for that amount. 

Mr. Watuace. Did he tell ie or indicate in any way that an in- 
crease in these deposits would help obtain contributions for you or the 
political organization ? 

Mr. Smrru. He did not. 

Mr. Watiace. Do I understand that you increased the funds in com- 
pliance with his request ? 

Mr. Sarru. I did. 

Mr: Rogrrs.. Did-Mr. Brown mention to you that,.Leon Marcus. had. 
contributed $100 to your campaign ? 
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Mr. Smirn. I think that he—I don’t remember the amount, but I 
believe he said, when I was running for treasurer, Mr. Mareus did 
make acontribution. I don’t recall the amount. 

Mr. Wau.ace. How long did Mr. Brown remain as assistant. State 
treasurer ¢ 

Mr. Suirnu. Well, he was there, I would say—I don’t recall, but he 
was there the major part, I would say, of 1949. 

Mr. Wauiace. How did he happen to leave that position? Was it 
because he solicited funds ? 

Mr. Smrru. I wouldn’t say that. It was a case of the personnel 
that he worked with. They didn’t get along very well, and I wanted 
some harmony in the office, so I—— 

Mr. Watiace. Was he a good employee, a hard worker while he was 
in the office ? 

Mr. Sirsa. A good what? 

Mr. Watiace. Was hea good employee? 

Mr. Smiru. He was; avery hard worker. 

Mr. Wautace. Would you say that there was a clash in personal- 
ities in the office ? 

Mr. Smrru. Well, he sort of assumed the role that he could tell the 
personnel that he was connected with what to do, and they didn’t feel 
that way. They thought they should come to me and I did, too. 

Mr. Wattace. During your term as State treasurer, did Mr. Brown 
ever ask you to increase State deposits at any other bank besides the 
Southmoor Bank & Trust Co. ? 

Mr. Smrru. Not that I know about. I don’t recall any. 

Mr. Waxiace. When you became State treasurer did you follow a 
policy of drawing down on some State deposits and placing them in 
other banks? 

Mr. Smrru. Yes, I did; considerable. 

Mr. Wattace. Did you reduce your State deposits in the Conti- 
nental Illinois Bank and increase them in the First National Bank! 

Mr.Smirn. Idid. - 

Mr. Wat.ace. Why did you do that? 

Mr. Surrnu. Well, my feeling was that the’ Continental Bank had 
the lion’s share, and I tried to be decent to both of them.  T tried as 
much as possible to make it a 60-40 proposition, 40 percent to the 
Continental and 60 percent to First National. Those were the two 
active accounts, you know. 

Mr. Wattace. We have heard it stated previously that one tendency 
is that the Democrats, when they get in control of a fund of this type, 
give most of it to the First National Bank, and when the Republicans 
are in control of this type of fund most of it goes to the Continental 
Illinois. Does this harmonize with your experience ? 

Mr. Smirn. Well, that was—when I went in that was the condition ; 
yes. When I waselected State treasurer. 

Mr. Wattace. Did you draw from other big banks in an effort to 
spread deposits in more banks in the State? 

Mr. Sarru. I did. 

Mr. Wattace. Did you receive requests for State deposits on behalf 
of any banks? 

Mr. Smrrxu. Many of them. 

Mr. Waxtace. Did any public officials make the requests to you? 

Mr. Smirx. Public official? What do you mean? 
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Mr. Watiace. State representatives ? 

Mr. Surry. Oh, yes; representatives, senators, and county chair- 
men, and so on and so forth, plenty of them made requests. 

Mr. Wautace. What action did you take with reference to these 
requests # 

Mr. Smrra. How was that, Bob? 

Mr. Wauuace. What action did you take upon these requests? 

Mr. Smiru. Well, I would say in most cases that if the banks, the 
downstate banks—they were mostly small banks—I complied with 
their request. , 

Mr. Waxtace. Can we understand it that you granted as many as 
you could? ; 

Mr. Smrrn. Yes, just as many as I could take care of, 

Mr. Wautace. Was it necessary for you to withdraw from the ex- 
isting State deposits in order to fill the requests for these downstate 
banks for deposits ? 

Mr. Sorru. It was. 

Mr. Watiace. How much did you draw down on all the banks, 5 
vercent ¢ 
Mr. Smirn. I would think the total—I don’t have those figures— 
the total that I drew down was probably in excess of $20 million. 

Mr. Wattace. The people who made requests for an increase in 
State deposits—did any of them contribute money to you about the 
same time? When you became State treasurer did the Merchandise 
Mart Bank in Chicago have $20 million in State deposits ? 

Mr. Smiru. That is right. 

Mr. Watuace. What did you do with that bank? 

Mr. Smrru. ‘Took $10 million. 

Mr. Watuace. Away ? 

Mr. Suirn. $10 million, from them, yes. 

Mr. Wautace. Had that bank supported your campaign for State 
treasurer ¢ 

Mr. Smirn. For State treasurer? 

Mr. Wautace. Yes. 

Mr. Smarx. It was one bank that told me I didn’t have a chinaman’s 
chance, one of the banks that I really visited before the election. 

Mr. Watiace. Who was it that told you that in that bank? 

Mr. Smrrn. Mr. Redfer, who is now retired, and he is back in, I 
think, Pennsylvania, or some place. 

Mr. Wauzace. Did he call you up after you were elected? 

Mr. Suirn. Oh, yes. 

Mr. Wattace. What did he say? 

Mr. Smrrx. He called me in Florida and he said, “The lightning 
struck, didn’t it, Smith?” And I said, “Yes, it did.” 

Mr. Watuace. Did Mr. Redfer protest your decision to withdraw 
the State deposits ? 

Mr. Smirn. He objected strenuously. It was entirely out of line 
for a bank of his size at that time. 

Mr. Watxace. Do you recall how big a bank it was? 

Mr. Smrra. I don’t recall now, Bob. It was entirely out of line 
and I took it—I tried to be easy with them, I didn’t want to tear 
their window dressing all to pieces. I gave them 30 days’ notice. I 
think I started drawing $500,000 a month, and then went up to drawing 
$1 million a month until I got it out. 
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Mr. Watxace. After you were elected State treasurer did you re- 
ceive 4 contributions indirectly from the Merchandise Mart Bank? 

Mr. Smrrn. Not that I know of. I probably did, but I couldn’t 
say they were from the Merchandise Mart. 


Mr. Wattace. Were contributions paid to you in the form of cash 
or a check? 


Mr. Smrrn. Cash. 

Mr. Wauiace. As I understand it, the State treasurer has complete 
authority to decide where these funds will be deposited; is that 
correct ? 

Mr. Smiru. Where he desires to put it. He usually considers the 
soundness of the bank when he makes—of course, he requires that they 
put up either Government bonds or State of [llinois bonds in 10 
percent plus of whatever the deposit is. 

Mr. Watiace. Did you as State treasurer make these decisions 
yourself ? 

Mr. Sairu. I talked to my chief revenue clerk a good deal about it, 
Mr. Pickford. 

Mr. Wattace. But you made the decision? 

Mr. Suira. How? 

Mr. Wattace. You made the decision based on—— 

Mr. Srru. I made the decision, yes; after talking to him. 

Mr. Wautace. What was the interest paid on the time deposits? 

Mr. Smrru. Three-quarters of 1 percent. 

Mr. Watxace. Are these time deposits and also demand deposits 
valuable to the banks? , 

Mr. Smrru. Well, I would think so. Iam nota banker, but I would 
think they would be. 

Mr. Wattace. Did you invest some of the State funds in Govern- 
ment securities ? 

Mr. Smrrn. Yes. 

Mr. Watuace. Do you recall what amount? 

Mr. Surrx. Around $50 million, I think. 

Mr. Watuace. In your experience as State treasurer, do you believe 
more of these funds should be invested with Government securities that 
will earn more interest for the State? 

Mr. Smrru. Do I think more of them should be invested ? 

Mr. Wauwace. Yes. 

Mr. Smirn. Well,-yes; I do. 

Senator SparkMaAn. Mr. Rogers. 

Mr. Rocers. When you became State treasurer, I understand you 
appointed Mr. Pickford to serve as your chief revenue clerk; is 
correct ? 

Mr. Smrru. That is right. 

Mr. Rocers. Who recommended Mr. Pickford to you? 

Mr. Surrn. As I recall, the Democratic county organization here. 

Mr. Rogers. Was Mr. Pickford an employee of the First National 
Bank? 

Mr. Smrru. That is right. 

Mr. Rogers. When you took office, who had been the previous 
revenue clerk? 

Mr. Smrru. Henry Muse, of the Continental. 
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Mr. Roeers. In other words, the previous treasurer had been a 
Republican, and he had a man from the Continental Illinois in the 
oftice 

Mr. Smrru. I don’t know what either one of their politics are. I 
assumed Mr. Pickford was a Democrat and I assumed Mr. Muse was 
a Republican, but I didn’t know it. 

Mr. Rogers. Well, does the Democratic organization usually en- 
dorse Republicans ? 

Mr. Smrru. Well, that is why I think he was a Democrat. 

Mr. Rogers. You stated that you consulted with Mr. Pickford on 
placing * State deposits. Did you also discuss that with the 
(Governor ¢ 

Mr. Smrru. Very little with the Governor. I did on a couple of 
occasions, I believe, where maybe they were just a little out of line 
on their requests. In fact, he didn’t care to be bothered with that 
part of it. He wanted to see the condition of the office, wanted to 
see the financial statements, and one thing and another, but he would 
also refer to me, that I was elected State treasurer and I was to run 
the office. 

Mr. Rogers. You did have to consult with him, legally you were 
required to consult with him whenever you wanted to invest in Gov- 
ernment securities ; is that correct? 

Mr. Smirn. Yes; we did. 

Mr. Rogers. That is a legal requirement? 

Mr. Smrrn. Yes, we did. 

Mr. Rogers. When you reduced the deposits in the Continenta: 


Illinois Bank, why did you come to this 60-40 arrangement? Why 
didn’t you just make them oe 


Mr. Sarrn. Well, I thought the Continental Bank had had a great 
edge over the other bank. ‘I thought it would be only fair for my 
2 years to give the First National a little break. 

Mr. Rogers. You told us about the ten or twenty thousand dollars 
that people contributed to you after you were elected. You had no 
idea of who those people were ? 

Mr. Smrrx. Oh, I suppose I could recall some names. I kept no 
record of it at all. 

Mr. Rogers. They would indicate when they gave you the money 
who they were, wouldn’t they ? 

Mr. Smrrn. Oh, yes; they would ‘probably be friendly to this bank 
or that bank. 

Mr. Rogers. In your mind, did you feel that they were making a 
contribution in order so that you would feel kindly toward their 
bank, the bank they were interested in? 

Mr. Smrru. That would be the average person’s conclusion on that. 

Mr. Rogers. That was your conclusion ? 

Mr. Smrru. I didn’t place this money, you understand. It was 
placed when I went in, this $385 million bonus, soldiers’ bonus bond 
issue was placed by my predecessor in these banks. I didn’t have the 
big job to place. 

r. Rogers. Oh, you just had the normal amount of State funds. 
How much does that amount to? 
Mr. Smrra. How? 
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Mr. Rocers. How much does that amount to in your treasury, ap- 
proximately? 

Mr. Smit. You mean the accumulation ? 

Mr. Rocers. The fund, rather than the soldiers’ bonus. 

Mr. Smirn. Oh, I don’t know, it would be hard for me to say. I 
didn’t keep any account 

Mr. Rocers. Was it $100 million? 

Mr. Suirn. Oh, no, I wouldn’t say it would be $100 million. 

Mr. Rceers. While you were treasurer and you ran for supreme 
court clerk, did you solicit any bankers at that time? 

Mr. Smiru. No, sir, no. 

Mr. Rogers. As individuals? 

Mr. Smiru. No, banks. 

Mr. Rocers. No bank is that what you mean? 

Mr. Smirn. Yes, no bank. 

Mr. Rous. I am saying individual people who were interested 
in banks? 

Mr. Smiru. Well, my solicitations, what few I made, were the legal 
brains of the country, of Illinois, the lawyers, and very little I got 
from them. 

Senator Sparkman. Mr. Smith, lama little confused. Did you say 
Mr. Kiick was appointed—was he your assistant ? 

Mr. Sirsa. Oh. no, Mr. Brown. 


Senator Sparkman. I thought you said in the early part that Mr. 
Kiick worked for you at first ? 

Mr. Smrru. He worked in the office for me, inheritance tax division, 
for me. We had an old gentleman there, 84 years old who was quite 


feeble, and he was recommended to me as to be very familiar with that 
line of work by senators, representatives, and former officeholders, so 
I kept him, and that is where he worked! processing inheritance. tax. 

Senator Sparkman. Isthat the Mr. Kiick that lived here in Chicago, 
that we had some testimony about the other day ? 

Mr. Situ. I don’t know where he lives. I don’t know where he 
lives, Senator. 

Senator SparKMAN. Was it K-i-i-c-k? 

Mr. Smirn. That is right. I don’t think his home is in Chicago. 

Senator SparkMaNn. Who recommended him to you? 

Mr. Smirn. Well, his representatives and senators from his district, 
and I think one of the former—I am trying to think who the State 
treasurer was that wrote me a letter, a former State treasurer. I think 
he lives at Redmon; I can’t recall his name. 

Mr. Wautace. Apparently the record isn’t clear on Mr. Kiick, and 
I would like to clear it up for just a minute. 

He was in the employ of the State treasurer’s office at the time you 
came there ? 

Mr. Smrru. That is right. 

Mr. Watuace. Therefore, he would have been an employee of the 
State treasurer under Richard Yates Rowe? 

Mr. Smuru. That is right. 

Mr. Watxace. Then he was with you for 3 months and you dis- 
charged him ? 

Mr. Smarn. That is right. 
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Mr. Wautace. It is our information, Senator, that he went back 
‘nto the State treasurer’s office with the succeeding State treasurer. 

Mr. Smiru. I couldn’t say about that. 

Mr. Wauiace. Who was Mr. Stratton. He is now with the motor- 
vehicle division of the Illinois Commerce Commission. 

Mr. Sarru. I read thatin the paper. 

Mr. Waxace. In Springfield. _ 

Senator SparkMAN. I was a little confused, because a while ago, 
under some of the questioning of Mr. Rogers, I believe, you told about 
someone that was recommended to you by the Democratic organiza- 
tion, and you assumed he was a Democrat, and I was under the im- 

ression that earlier in our testimony we had some reference to Mr. 
ren Kiick as being an active Republican. 

Mr. Samar. He was, 

Senator SparKMAN. Oh, you knew that? 

Mr. Smirn. I knew that. 

Senator SparKMAN. Well, I understand now; he was a holdover? 

Mr. Smutru. He was a holdover ; that is it. 

Mr. Rogers. The gentleman who was endorsed as the chief revenue 
clerk was Mr. Pickford. 

Senator SparKMAN. Yes; that is right. 

Now, I want to ask you these questions, Mr. Smith. The Federal 
Deposit Insurance Corporation in its examinations of banks takes 
special note of deposits of public funds...They have so testified in 
some of our hearings—the hearings that we held in Washington— 
that large deposits subject to withdrawal are potentially dangerous. 

Did you take any note of this in placing such deposits ? 

Mr. Surru. Well, I will have to answer this way,: That I first wanted 
to see that the bank was a sound institution, and we sort of gaged 
our deposits, determined them, by the size of the bank, and of course 
our deposits, I stated before, were secured by State of Illinois bonds 
and governments in 10 percent plus of the deposit. 


Senator Sparkman. But you did have, then, what you might call a 
rule of thumb—— 


Mr. Smrru. Qh, yes. ; 

Senator SparKMAN. With relation to the size of the bank ? 

Mr. Smrru. That is right. 

Senator Sparkman, If a bank were a small bank you would not 
load it down—— 

Mr. Smrru. No. 

Senator Sparkman. That is, in your opinion, a safe rule on the 
part of the FDIC, is it not ? 

Mr. Smirn. Right. 

Senator Sparkman. To make certain that the bank is not overloaded 
with public funds, subject to withdrawal at any time ? 

Mr. Smrru. That is right, sir. 

Mr. Watxace. Mr. Smith, the State deposit at the Lincoln National 
Bank of Chicago was increased after you became State treasurer. 
Do yon recall the circumstances surrounding your increase # 

- Mr. Smrra. Which bank was that? 

Mr. Wautace. Lincoln National Bank. 

Mr. Smrrn. Well, I couldn’t—I don’t recall just what the circum- 
stances werethere. If it showed that it was increased, it was. 
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Mr. Wauace. These banks that I am going to name had their funds 
increased in varying amounts. If you recognize any of the circum- 
stances surrounding how they were increased, would you let me know? 

Mr. Smrru. I would, 

Mr. Wautace. The First National Bank of East St. Louis. 

Mr. Smiru. The First National? The Stockyards National, you 
mean ? 

Mr. Wauxace. No; I think it is the First National Bank of East 
St. Louis. 

Mr. Smrru. Of East St. Louis? . 

Mr. Wautace. East St. Louis. 

Mr. Smiru. Yes. 

Mr. Watxace. Do you recall increasing their funds ? 

Mr. Smiru. No, I just don’t recall. T think—1 am quite sure that 
they did get an increase, but I don’t recall. 

Mr. Wattace. The Union National Bank of East St. Louis? 

Mr. Smiru. No. 

7 os Wauuace. The First Granite City National Bank of Granite 
it 

Mr. Smirn. What one was that? 

Mr. Watuace. The First Granite City National Bank. 

Mr. Sarru, I don’t recall. 

Mr. Watiace. National Bank of Joliet? 

Mr. Somrru. Increase, you mean ? | 

Mr. Wattace. Yes, these-are- all increases. The First National 
Bank of Joliet increased from about $50,000 to $260,000; the First 
National Bank of Metropolis; the First National Bank of Moline. 

Mr. Smrru. Moline? 

Mr. Wattace. Yes. Grundy County National Bank; Rock Falls 
National Bank. 

Mr. Smirxn. Those were all increases? 

Mr. Wattace. Those are increases. 

It has been stated, that the circumstances whereby you increased 
the Southmoor Bank & Trust Co. State funds—you remember that 
you increased them by $250,000 at the request of Mr. Brown? 

Mr. Smiru. Yes, that is the Southmoor Bank; yes. 

Mr. Watuace. Do you remember the circumstances of increasing 
the State deposits at the Elmwood State Bank of Elmwood Park? 

Mr. Smirn. No, I do not. Was that an increase? 

Mr. Watxace. Yes. 

Mr. Rogers. Did you know Mr. Beutel, Henry J. Beutel? 

Mr. Ssnru. I never met. the gentleman in my life that I know of, 
unless it was at a bankers’ meeting. I may have been introduced to 
him, but to know the gentleman, no; I didn’t know him. 


Mr. Wauxace. Did anyone ever solicit funds on your behalf from 
him, Mr. Beutel ? 


Mr. Soirn. No. 

Let me ask you that again, what was that question again? 

Mr. Watxace. I said, did anyone, to ae knowledge, ever solicit 
funds for you from Mr: Henry 7. Beutel ' 

Mr. Smrru. You mean deposits, is that what you mean? 

Mr. Wattace. No, no; campaign contributions. 

Mr. Samira. No. No, not to my knowledge, they never did 











; 
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Mr. Watuace. Did they solicit from you to get State deposits for 
Ne Surru. Well, evidently someone did or he wouldn’t have gotten 
it, and I don’t reeall who it was. ; é 

Mr. Wattace. You mean the fact that there was an increase in 
State funds would indicate someone might have? 

Mr. Smrru. Certainly. ' 

Senator SparKkMAN. Mr. Smith, the object of these hearings is to 
consider and try to arrive at recommendations for amendments to 
Federal legislation covering banking so far as the Federal Govern- 
ment is concerned. That might apply to national banks, and it cer- 
tainly would apply to banks in which the accounts are insured by the 
Federal Deposit Insurance Corporation. Sometimes the questions 
we ask may seem rather circuitous, but they are always aimed at one 
thing, and that is what has been the effect of these various things upon 
the risk assumed by the Federal Government. 

Mr. Smirn. I see. 

Senator Sparkman. Generally through the Federal Deposit In- 
surance Corporation. 

I wonder if you could give us any recommendations as to amend- 
ments that might be advisable to the law! First of all, I would like 
to ask you if you believe that there —o to be some regulation for- 
bidding or certainly limiting political contributions by banks and 
bank officials. 

You are aware of the fact that there is a law prohibiting national 
banks and officers of national banks from making direct political 
contributions. Do you believe that there should be similar legisla- 
tion with reference to banks that are covered with insurance, Federal 
insurance, on the deposits ? 

Mr. Smiru. Well, I wouldn’t know offhand what to suggest. All 
banks are covered by FDIC; are they not ? 

Senator SparRKMAN. Nearly all of them. 

Mr. Smrrn. Yes, and you are interested in those that are covered 
with FDIC? 

Senator Sparkman. We are interested in banking generally, but 
our jurisdiction is limited to that field of banking with which the 
Federal Government itself is concerned. 

Mr. Smirn. Yes. 

Senator Sparkman. That covers national banks, all national banks, 
and it covers banks that certainly, so far as the insurance application 
is concerned, are covered by Federal insurance of deposits. 

Mr. Smrrn. Yes. 

Senator Sparkman. As far as the regulation of State banking, 
purely State peeing 8 concerned, we have nothing to do with that. 
_ Mr. Sure. No. I think you had better have some legal brain, 
Senator, give you the amendments you think should be to the law. I 
_ pe a legal brain at all. I am just a farmer and a real-estate 

roker. 


Senator Sparkman. Your training was not in banking? 
Mr. Smirx. No, sir. 


Senator Sparkman. And your experience has not been in banking ¢ 
Mr. Smrru. No, sir. 
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Senator Sparkman. Your contact with the banks has been primarily 
through your office as State treasurer ? 

Mr. Smiru. Well, I have some stock in a couple of little banks, but 
I am not a director or anything, I just bought some stock. 

Senator SparkMaNn. Thank you very much, Mr. Smith. We almost 
got you out by 5o’clock. 

Mr. Smiru. Thank you for letting me make my train. 

Senator SparkMaNn. The committee is going to recess until, 9:30 in 
the morning. At that time it will be our hope to have testimony from 
Mr. John W. F. Smith, Mr. Elmer J. Hoffman, and Mrs. Carolyn 
Marshall. 

Until 9: 30 in the morning the committee stands in recess. 

(Whereupon at 5:10 p. m. a recess was taken until 9:30 a. m. of 
the following day, Tuesday, October 16, 1956.) 
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TUESDAY, OCTOBER 16, 1956 


Unrrep States SENATE, 
COMMITTEEE ON BANKING AND CURRENCY, 
Chicago, Ii. 

The committee met, pursuant to recess, in room 209, Federal Court 
Building, at 10:45 a. m., Senator John Sparkman presiding. 

Present: Senator Sparkman. 

Also present: Robert A. Wallace, staff director; Matthew Hale, 
counsel; J. H. Yingling, chief clerk; and James B. Cash, Jr., staff 
member. 

Senator SparkMAN. Let the committee come to order, please. 

Our first witness will be Mr. J. W. F. Smith. 

Mr. Smith, will you come around, please, and be sworn. 

Whereupon John W. F. Smith was duly sworn as a witness by 
Senator Sparkman, and was examined and testified as follows: 


TESTIMONY OF JOHN W. F. SMITH, ACCOMPANIED BY MAURICE J. 
WALSH, HIS ATTORNEY 


Senator Sparkman. Mr. Smith, you are accompanied by counsel. 


I will ask counsel, It is not your purpose to testify ; is it? 
Mr. WatsH. No, sir. 


Senator SpPaRKMAN. You will just be here to advise? 

Mr. Watsx. That is correct. 

Senator SParKMAN. It is not necessary for you to be sworn. 

Mr. Smith, for the benefit of the record, will you give your full 
name, your address, your present occupation, and any background 
information that you think would be pertinent here. 

Mr. Smrra. My name is John W. F. Smith, and I reside at 5555 
Sheridan Road Chisage: I am 66 years old. At the present time 
Iam temporarily employed in the mutuel department at Sportsman’s 
Park. Prior to August 3, I was in the office of Herbert C. Paschen, 
county treasurer, as director of personnel. 

For 22 years prior to November 30, 1953, I was in the State auditor’s 
office in Chicago. During that time I was in charge of the closed- 
bank division and the eurrency-exchange division. Originally, I was 
employed by Oscar Nelson in 1931, and I worked for him 11% years. 
I was then kept on under Edward J. Barrett for 8 more years. Then 
I worked for Arthur Lueder, who was the next auditor, for 8 years, 
Then I worked for Benjamin O. Cooper for 4 years, and I was in the 
office when Mr. Hodge came in there for 11 months. 

Senator SparkMAN. It was November 30, 1953, when you left that 
continuous service in the auditor’s office. Is that the time you went 
with Mr. Paschen? 
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Mr. Smiru. No; I didn’t go with him until December of 1944, when 
he was elected county treasurer. 

Senator SparKMAN. All right. Mr. Wallace. 

Mr. Wattace. Mr. Smith, what were your duties in the State an- 
ditor’s office which related to this trust account? Explain what this 
trust account is, 

Mr. Smirn. Well, these trust accounts—let me say this: When a 
closed State bank is dissolved-and-the receiver is discharged, he de- 
posits with the auditor of public accounts sufficient funds to take care 
of all unclaimed dividends and a list, a complete list of the creditors 
of that bank, showing to whom the money belongs. Now, in the 
Chicago office we had some 80 of those banks that we were handling. 

Mr. Watxace. This is money which is held in trust for the depositors 
of the closed banks or financial institutions 

Mr. Smirn. They were all practically closed banks; yes. 

Mr. Watuace. Is this the same account which Orville Hedge looted ? 

Mr, Smirn. I don’t know. 

Mr. Wattace. He had this trust. account in the Springfield Marine 
Bank, which was made up of funds of financial institutions which 
failed, but I think that is the same trust account; isn’t it? 

Mr. Sarru. It could be. I wouldn’t know. 

Mr. Wa.tace. What were your duties with respect. to this trust 
account ? 

Mr. Smrrn. Well, the statutes of this State provide that these credi- 
tors who do not receive their dividends of 1 year to come in and make 
a claim with the auditor to get them. If there is any monev remaining 
at the end of the year, the statute provides that the auditor should 
make a pro rata distribution of those funds to all creditors who have 
previously accepted dividends. 

I believe the first banks were the smaller banks; they started to 
dissolve them and discharge the receivers back around 1939 and 1940, 
and at that time Mr. Lueder came into office and he asked the attorney 
general for an opinion as to how these funds should be distributed 
and how the cost of handling it should be taken care of and, after 
receiving that opinion, Mr. Lueder asked me to take charge of it and 
do it on my own time. That meant evenings, nights. Saturdays, and 
Sundays, holidays, any time that I had after working hours. 

And I started that in 1941 and did it for 8 years under Mr. Lueder 
and 4 years when Mr. Cooper came in there; about 12 years. 

Mr, Waxtace. When you say “Lueder,” what is his full name? 

Mr. Surru. Arthur C. Lueder. 

Mr. Waxtace. And is that spelled—— 

Mr. Samira. L-u-e-d-e-r. 

Mr. Wauxace. L-u-e-d-e-r? 

Mr. Smirn. Yes. 

Mr. Wau.iace. So that, as I understand, State Auditor Lueder 
sought an opinion from the attorney general.of the State and found 
that he could make a contract with an employee of the office to pay out 
the proceeds of these funds in accordance with the law, and this 
employee with whom the contract was made could collect a fee for his 
expenses ¢ 

Mr. Smiru. That is right. 

Mr. Watxace. Is that correct, and you were the one with whem 
this contract was made from the beginning, with Mr. Lueder? 
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Mr. Smrru. That is right. 

Mr. Wauxace. This same arrangement was kept for 8 years under 
Mr. Lueder, and then was it contimued for another 4 years under 
Mr. Benjamin O. Cooper ¢ 

Mr. Smirn. It was. 

Mr. Wauuace. These were State auditors, Mr. Lueder was State 
auditor for two terms, 1941 to 1948; Mr. Cooper from 1948 to 1951? 

Mr. Smiru. 1949 to 1952. 

Mr. Wattace, 19524 

Mr. Smrru. That is right. 

Mr. Wauiace. When Mr. Orville Hodge became auditor succeeding 
Mr. Benjamin O. Cooper, did he have your books examined containing 
the records of distribution of assets of these closed banks? 

Mr. Sarra. He did. 

Mr. Wattace. What was his comment, after that examination, or 
did he say anything about it to you! 

Mr. Smrru. Yes; he called me in and said he was very displeased 
with the way it was handled and he didn’t think that it should have 
been handled that way, and that he was going to make some changes, 
and I was one of them, 

Mr. Watxace. He expressed displeasure with the way you had 
handled these funds? 

Mr. Surrn. Yes. 

Mr. Wattace. Do you recall how much was in that account at the 
time you left? 

Mr. Smiru. No; I don’t. 

Mr. Wauxace. Did Mr. Hodge tell you what plans he had for that 
fund? 

Mr. Smrru. No; he didn’t. 

Mr. Watxace. Did he say he was going to dismiss you? 

Mr. Smira. Well, he was going to make some changes and I was 
one of them. 

Mr. Waisace. Had an annual audit of the unclaimed bank assets 
handled by you while you were employed at the State auditor’s office 
been made by an outside auditing firm during the period of 1941 until 
Mr. Hodge became State auditor ? 

Mr. Surru. Every year. 

Mr. Watiace. You had an annual audit every year ? 

Mr. Smrrn. The auditor had an examination made of those accounts 
by a firm of certified public accountants. 

; Ms Watnace. Did those ennual audits show any deficiency in these 
unds?¢ 

Mr. Smrrn. None. I think one account was out one penny. 

Mr. Wattace. One audit showed 1 cent ? 

Mr. Smrru. One cent, one of these bank accounts. 

Mr. Wattace. Did they ever find the penny ? 

Mr. Smrru. Never. 

Mr. Waxxace. In other words, no depletion of those funds had 
occurred while you were employed in the State auditor’s office? 

Mr. Smrrn. None whatever. 

Mr. Wattace. This was 12 years, was it not, while you were han- 
dling this account ? 

.Smarn. Yes. 
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Mr. Wautace. Do you know what changes Mr. Hodge made in 
handling these funds?” ? 


Mr. Sarru. No; I don’t. 

Mr. Wattace. Do you know who succeeded to your duties as to 
either of those funds ? 

Mr. Smrru. No; I do not know that. 

Mr. Watxace. Could you tell us how these funds are accumulated 
when the receiver for a closed bank makes his final disbursement to 
creditors? What does he do with the unclaimed assets here marked 
for bank creditors? Does he turn them over to the auditor’s office ? 

Mr. Smirn. I don’t quite understand that question, Mr. Wallace. 

Mr. Watuuace. I would like to know how funds got into this account. 
For example, if a bank fails, it goes into the hands of a receiver ? 

Mr. Suirn. That is right. 

Mr. Wauuace. Then he makes a disbursement to creditors of the 
bank, but what does he do with the unclaimed assets ? 

Mr. Siru. He sets that up as a reserve until the end. 

Mr. Watxace. Is that handled then in a trust account by the auditor? 

— Smrru. That is part of the money he turns over as the unclaimed 
dividends. 


Mr. Wauvace. And this is transferred by check payable to the State 
auditor ? 

Mr. Smirn. Yes. Now, each one of these accounts, each bank—there 
was a separate account opened up in the Northern Trust Co. when we 
got these checks, when the auditor’s office got these checks, and it read 
the name of the auditor in trust for the bank, for the name of the bank. 
I think we had 75 or 80 accounts in the bank. 

Mr. Watxace. All these were in one bank ? 

Mr.Smrru. Yes. 

Mr. Wauuace. The Northern Trust Co. ? 

Mr. Smrrn. The Northern Trust Co. 

Mr. Watxiace. Can the creditors make claims against the unclaimed 
assets during the year after the fund is established ? 

Mr. Smiru. During the first year after the dissolution of the bank. 

Mr. Watiace. When you finally do make the distribution? This 
is made on a pro rata basis ¢ 

Mr. Srru. Yes, sir. 

ae Waxsisce. According to how much the bank owes the indi- 
vidual ? 

Mr. Samira. That is right. 

Mr. Watiace. Who pays for the expenses of distribution? 

Mr. Smiru. The statute provides that it comes out of the estate. 

Mr. Wattace. The trust fund? 

Mr. Smirn. Yes, the trust estate. 

Mr. Wattiace. You performed this task not as an employee of the 
office but in your spare time? 

Mr. Smiru. That is right. 

Mr. Watuace. During the 11 years that you performed this dis- 
tribution function on this account, what was the total amount taken 
out of the fund for ex approximately. 

Mr. Smiru. I wouldn’t know, only what I read in the newspapers. 

Mr. Wautace. No, I am talking about when you were there. How 
much did you receive for expenses for making these disbursements 
over this 11-year period? Soa oT 
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Mr. Smrrn. Well, approximately $175,000. 

Mr. Wauxace. About $175,000 over the 11-year period? 

Mr. Situ. Yes. I think it was 12 years. 

Mr. Watxace. How much did you personally receive for your serv- 
ices in distributing the unclaimed assets? 

Mr. Sarrn. I would just have to estimate that. I don’t know. 

Mr. Watiace. What do you estimate? 

Mr. Smaru. Between $40,000 to $50,000. 

Mr. Watxacg. In other words, your profit out of this arrangement 
over 11 years was $40,000 to $50,000? 

Mr. Sarru. That is right, sir. 

Mr. Wauxace. Which would be $4,000 or $5,000 a year. 

Mr. Smrru. That is right. 

Senator Sparkman. Could you give us an estimate as to the total 
amount of funds handled ? 

Mr. Smrrn. Oh, probably $3 or $4 million. 

Senator Sparkman. About $3 or $4 million? 

Mr. Smarn. Yes. 

Mr. Wauxiace. Over the 11-year period. 

Mr. Smiru. Yes. 

Senator Sparkman. I should think there would be a great deal of 
rather tedious work connected with that, isn’t there ? 

Mr. Smiru. It is, There are a lot of very small checks. 

Senator Sparkman. A great many times you have a relatively small 
reserve for distribution among a great many people that results in 
these small checks. 

Mr, Smiru. The last 4 years is when we hit the big banks that had 
$40,000 and $50,000 accounts, and it is.a lot of tedious work to get 
it out. 

Mr. Watxiace. What was your salary during this period as an em- 
ployee of the auditor’s office? 

Mr. Smiru. When I started doing this work it was $4,200 a year. 
When I left the auditor’s office I was making, I think, around $9,6v0. 

Mr. Watuace. During this 11-year period, how many of the closed 
bank aceounts did you handle? 

Mr. Smrru. Between 75 and 80, 

Mr. Wauxace. How many accounts of this type was handled by the 
entire State of Illinois during this period ? 

Mr. Smrru. Well, I believe there was over 400 banks in receivership. 

Mr. Wautxace, Oh, you didn’t handle all of them, then? 

Mr. Smirn. No. 

Mr, Watiace. Oh, I see. Who handled the others? 

Mr. Sarr, Out of the Springfield office.. 

Mr. Watace. I see. handled. those? 

Mr. Smrra. I don’t know exactly. 

Mr. Wauiace. Was it a Mr. Ad Mueller? 

Mr. Smrrn. No, no. 

Mr. Wauiace. Did Mr. Mueller know about your contractual ar- 
rangement? 

Mr. Smrru. He did. ; 

a Wattace. Is Mr. Mueller still employed in the State auditor's 
office 

Mr. Smrru. I believe he is. 
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Mr. Watxace. Did you know Mr. Epping while you were employed 
in the State auditor’s office ? 

Mr. Smrirn. T had met him. 

Mr. Watxace. When did you meet him for the first time? 

Mr. Smirx. Oh, T don’t know, probably during the first month that 
Mr. Hodge came into office. 

Mr. Watxace. Did he have any conversations with you about this 
trust account? 

Mr. Smirn. He asked me, I remember one conversation he had. 
He wanted to know how many more banks had to pay dividends to 
make a disbursement. I think I told him there were 10 or 11. 

Mr. Wattace. Mr. Smith, it has been developed that this was the 
trust account which Mr. Hodge looted. I don’t recall the exact figures 
but I believe it was at one time approximately $800,000 in total. The 
question T want to ask you is this: Had this contractual arrangement 
with you continued, would it have been possible for Mr. Hodge to loot 
this account? 

Mr. Smrrn. Well, if IT had control of it he couldn’t have; no. 

Senator Sparkman. Did you have control under the arrangement 
that you were working under? 

Mr. Smirx. Well, he asked me—— 

Senator SpArKkMAN. He asked you if you had continued under the 
same arrangement could it have come about, so T am asking you-— 

Mr. Sorru. I don’t believe so. 

Mr. Wattacr. Did you also state that while you were in charge of 
the disbursements from this account that it was audited once a year?! 

Mr. Sorru. Yes, sir. 

Mr. Watxace. Had that account been audited once a year would 
not this shortage have shown up ? 

Mr. Suirn. That is right. 

Senator Sparkman. Let me develop this other matter just a little 
to clear up my own mind on it. Who drew the checks where you were! 

Mr. Smrru. T drew the checks. 

Senator Sparkman. Nobody else had authority to draw them? 

Mr. Surrn. Well, I had the ledger and I made all the entries, and 
they were presented to the auditor for payment, for signature, rather, 
when any checks were drawn against these accounts, 

Senator Sparkman. Did you sign the checks? 

Mr. Somrrn. No; no. 

Senator Sparkman. You drew them and made the entries and pre- 
sented them to the auditor? Were they signed by the auditor? 

Mr. Sutrn. Yes. 

Senator Sparkman. Presented them to him for his signature? 

Mr. Surrn. That is right, and I reconciled the bank accounts. 

Senator Sparkman. How often? 

Mr. Smrru. Every month. 

Senator Sparkman. Every month? 

Mr. Smirn. Yes, sir. . 

Senator Sparkman. Then if any checks had been drawn or had 
been signed, drawn by somebody else and signed, withdrawing funds, 
you would have discovered it at the end of the month? 

Mr. S»irn. Positively. 

Senator Sparkman. So you would have had not. only the annual 
check, you would have had your own monthly check. 
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Mr. Smura. That is right. 

Mr. Wauiace. Mr. Chairman, I think what we have established here 
is that with respect to one source of the Hodge theft, namely, the trust 
account which he had charge of as State auditor and which consisted of 
funds of closed State banks, could not have been leoted had this con- 
tractual arrangement with Mr. Smith continued, had the fund con- 
tinued to be audited once a year. For example, in the year 1954 alone, 
$356,000 was taken from that fund, which would have been caught 
in an audit for that year. 

Senator SparkmMAN. Mr. Smith testifies that he balanced the bank 
statements each month so he could have caught it, as I see it, at the 
end of the month on his own personal checking of the account. 

Mr. Wattace. I don’t mean to comment on this particular arrange- 

ment, contractual arrangement with an employee of the State auditor’s 
office, whether this is a good or a bad system, but certainly some system 
should be there to keep a check on an account of that type, of that size, 
you would think. 
' Mr. Smith, I would like to move into the period after you left the 
State auditor’s office and when you became associated with Mr. Herbert 
C. Paschen, who is Cook County treasurer. When did you become 
associated with Mr. Paschen ? 

Mr. Smiru. In December 1954, 

Mr. Wauaace. What was your title? 

Mr. Smrru. Director of personnel. 

Mr. WALLACE. Director of personnel and you first took this posi- 
tion immediately after Mr. Paschen became county treasurer ? 

Mr. Smrru. That is right. 

Mr. Wauiace. What was your salary as direetor of personnel ? 

Mr. Smrru. I think it was $410 a month, if I remember correctly. 

Mr. WaxtaAce. In this position did you have yontrol over all pa- 
tronage positions? 

Mr. Smirn. No. 

Mr. Watxace. Where did those come from ? 

Mr. Smirn. Mr. Paschen and his secretary. 

Mr. Wau.ace. And also the award organiation ? 

Mr. Smrrx. That is right. 

Mr. Watiace. When did you first hear of a welfare fund after 
becoming an employee of the county treasurer’s office? 

Mr. Smirn. It must have been some time in February or March 1955. 

Mr. Watiace. Were you consulted about this ‘fund before the 
charter was obtained ? 

Mr. Smiru. No. 

Mr. Wauvacs. Who first. diseussed the fund with you ? 

Mr. Suara. Mr. Sullivan and Mr. Renan. 

Mr, Wa.uace. What role did they ask you to assume in this fund? 

Mr. Smrru. They asked me to assume the role of treasurer. 

Mr. Wau.ace. They wanted you to be treasurer of the fund? 

Mr. Smrru. Yes, sir. 

Mr. Watiace. Did they tell you what was the purpose of this fund? 

Mr. Smrrn. They did. 

Mr. Wauiace. What did they say the purpose was? 

Mr. Smrru. Well, to promote the welfare of the employees. 

Mr. Watxace. Did they tell you where the money was to come 
from for the fund ? 
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Mr. Sarru. I believe they did, yes; where it was coming from, yes. 

Mr. Watiace. And where was it to come from? 

Mr. Smirn. From the banks or bankers. 

Mr. Wautace. Did you agree to become treasurer of the fund? 

Mr. Sorru. I did. 

Mr. Wauwace. As treasurer of the fund were you in charge of the 
disbursements, the payments out of the fund? 

Mr. SmirH. Well, I wrote the checks, I didn’t pass on the payment 
of all of them. 

Mr. Wauiace. Did you normally discuss with any other employee 


of the county treasurer’s office any of the proposed expenditures out 
of the fund? 


Mr. Smrrx. Just with Mr. Sullivan. 

Mr. Wattacez. Did you get clearance from Mr. Sullivan on every 
single check you paid? 

Mr. Smirn. No. No. 

Mr. Wau.ace. Were the usual disbursements from the fund for 
charitable purposes ? 

Mr. Smiru. There were charitable disbursements made, there were 
disbursements made for flowers, for you might say, next of kin of 
employees when they died; there were disbursements made for small 
ads in ward organization programs, golf day tickets, and there were 
checks drawn in payment to employees or to some widow of an em- 
ployee who had died. One was killed. 

Mr. Watuace. Can you tell us about how many checks you wrote 
against the fund while you were treasurer of it? 

Mr. Smrru. There were over 200. 

Mr. Watxace. Over 200 checks? 

Mr. Smrru. Yes. 

Mr. Watiace. Hew much money was involved in these disburse- 
ments ¢ 

Mr. Smira. About $14,000. 

j Mr. Watiace. Do you remember the first check you wrote on the 
und ¢ 

Mr. Smrrx. No; I don’t. 


Mr. Wautace. Can you tell us some specific checks a wrote and 
their pu ¢ Can you give us some ific examples of the type 
of expenditures made by this fund, and I mean by specific ones, not 
by type but by actual persons and so forth? 

Mr. Samira. Oh, I can remember 3 or 4. 

Mr. Watuiace. Can you give us an example of this? 

Mr. Smirn. Mrs. Scheer who was the wife of Jack Scheer, who died 
very suddenly, we gave her $500. We had an ee by the name 
of Lucas who, while she was at work one day, apartment was 
burned out and she had no insurance. We gave her $100. We gave 
the wife of the man that was killed over on Randolph Street when that 
automobile ran up on the sidewalk—I forget what we gave her, $100 
or so. 

We made a contribution of $500 to the Community Fund. I don’t 
know what the contribution was to the heart fund. 

Mr. Wauiace. Was this a contribution or in the name of 
Mr. Paschen or in the name of the employees—— 

Mr. Smrru. The office was cha with it. 

Mr. Wattace. I see. 
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Mr. Smaru. You see, it is all handled by a chairman in the building. 

Mr. Waxttace. Am I to understand that instead of passing the hat 
for the Community Chest for example, you would simply take $500 
out of the fund and pay that instead of passing the hat around? 

Mr. Smrrn. Well, let me say this: That in the case of the Com- 
munity fund, Mr. Paschen thought there would be a lot of people 
that would want to contribute, and we made a voluntary collection and 
then added $500 out of the fund to it, and then, of course, there was 
for flowers, as I mentioned before, floral pieces. 

Mr. Watiace. How would it come about that an expenditure would 
be made? Suppose an employee of the office were to die. Would 
there be a committee who would propose to you that the expenditure 
be made for the widow, or how would it come about ? 

Mr. SmirH. That was decided between Mr. Sullivan and I, and 
probably Mr. Paschen sat in on it, too. 

Mr. Wautace. Did any one of the employees themselves suggest 
expenditures which might be made? 

Mr. Smrrx. Well, in the case of the woman whose flat burned out, 
the department manager came to me and gave me the facts and I took 
it up with Mr. Sullivan and we gave her $100. 

Mr. Wautiace. How would an expenditure to an official of a ward 
organization occur? Would it be in the form of an advertisement in 
a program ? 

Mr. Smirn. Yes. 

Mr. Wautace. In other words, a ward organization would hold a 
party and would have a program and there would be advertisements 
in the program. 

Mr. Samira. Thatisright. — 

Mr. Wauuace. What would the advertisement advertise ? 

Mr. Smrrn. It would be just a mat and it would state, “The compli- 
ments of Herbert C. Paschen, county treasurer.” 

Mr. Watxiace. Oh, I see. 

Senator SparkMaNn. Would there be anything on it to show that it 
came from this employees’ welfare fund ? 

Mr. Smrru. No; there would not, Senator. I never saw one, any- 
way, that did. 

Mr. rs Would the same thing be true with charitable 
pro s 

Mr. Smrru. The same thing. 

Mr. Wattace. I mean, if a judge were to hold an affair and have 
a program and have advertisements in it, it would be the’same thing? 

Mr. Smrrx. It would be the same thing. 

Mr. Wauace. But the advertisement itself would say nothing about 
the fund, it would simply say, “Compliments, Herbert C. Paschen” ? 

Mr, Smrru. “County treasurer.” 

Mr. Wattace. County treasurer. 

Mr. Smrru. Yes; that is right. 

Me Wautace, What was the justification for making use of such a 
und’ 

Mr. Smrru. I don’t know. 

Mr. Wauxace. It has been stated that the employees of the office did 
not make very large ies, and rather than assess them, it was better 
to help them from sort of volun fund; is that your understanding ¢ 

Mr. Smaru. I imagine that would have a big bearing; yes. 
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Mr. Wattace. Do you know what the salaries of the employees 
were in the office ? 
Mr. Smirn. When we went in, when Mr. Paschen went into the 


office, I believe they were about $235 for about 75 percent of the 
employees. 


Mr. Waxtace. How much? 

Mr. Surru. $235 a month. 

Mr. Wa.ace. $235 a month? 

Mr. Smirn. Yes. 

Mr. Watiace. Was the salary for 75 percent of the employees? 

Mr. Smrrn. Between 75 and 80 percent of the employees, and I be- 
lieve the first budget that he put through, or got through the county 
board, that minimum was raised to $250. Then the next budget that 
went through we were able to get probably 50 percent of those $250 
jobs raised to $265, leaving 50 percent still at the $250 level. 

Senator Sparkman. Did the fact that you had this fund relieve 
those employees from having to—I won’t say having to contribute, 
but being confronted with the passing of the hat every time anything 
happened ¢ 

Mr. Smrrn. It did. It did. 

Senator Sparkman. You referred to this $500 gift to a person that 
had had a great deal of misfortune, and you said that there was a 
community chest contribution of $500 in addition. Did that com- 
munity chest contribution include any additional solicitation from the 
employees of Mr. Paschen’s office. In other words, was a hat passed 
to those employees? 

Mr. Sorrn. I said it was, Senator; yes. Mr. Paschen thought that 
there would be a great many employees want to contribute to the com- 
munity fund chest, and he said, “Let them make, if they want to make, 
a contribution voluntarily, all right, and then whatever they give we 
will turn in and we will add $500 to it out of this fund.” 

Senator SparkMAN. Were you familiar with this fund during Mr. 
Brenza’s term of office? 

Mr. Smiru. No, sir. No, sir. 

Senator Sparkman. Or his predecessor? 

Mr. Smirn. No. 

Senator Sparkman. You knew nothing about it? 

Mr. Smrirx. Nothing whatever. 

Mr. Wautace. Were any disbursements made to purchase tickets to 
various political golf days? 

Mr. Smirn. Yes. I mentioned that, Mr. Wallace. 

Mr. Wat.ace. What distribution was made of the tickets that you 
purch 
' Mr. Smrrn. We gave them to the a 

Senator Sparkman. Mr. Smith, you knew or you do know now that 
there had been such a fund in previous years, did you not? 

Mr. Surru. I have heard there was; yes. 

Senator Sparkman. Did you ever discuss with any of the old em- 
ployees who had been there as to the running of the fund, the man- 
aging of the fund? 

Mr. Smirn. Never did. 

Senator Sparkman. How it was carried out under previous ad- 
ministrations ? x 

Mr. Smrrn. No; I never did. 5 
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Mr. Wautace. Mr. Smith, were any disbursements ever made from 
this fund for campaign purposes ? 

Mr. Smiru. Itso happens that they were made by mistake. 

Mr. Wautace. Would you explain the circumstances of that over- 
sight ? 

“Mr, Sworn. Well, it was not uncommon for Mr. Sullivan to ask 
me to let him see the check register from time to time to see what 
disbursements we had made, and last July I believe it was, about the 
middle of the month, he asked me for the check register again to see 
what it looked like, and he picked out these items that I had inadver- 
tently charged to this account. He says, “These shouldn’t be charged 
there. Those are campaign expenses,” and he said, “You better draw 
a check on the campaign fund and reimburse it,” which I did. I 
couldn’t sign that check of the campaign fund, he had to sign that. 

Mr. Wattace. Did you have any function in Mr, Paschen’s cam- 
paign? Were you working with Mr. Sullivan? Mr. Sullivan was 
treasurer of Mr. Paschen’s campaign fund ; is that correct ? 

Mr. Smitn. Thatis right. That is right. 

Mr. Wauiace. Did you have anything to do with the campaign 
fund? 

Mr. Smiru. Nothing but to write the checks for the bills. 

Mr. Wattace. Isee. You wrote the checks on both accounts? 

Mr. Smirn. Yes. 

Mr. Watxace. Both the campaign fund and the welfare fund ? 

Mr. Smrra. That is what caused the error. 

Mr. Watxace. Both accounts were in the same bank ¢ 

Mr. Smirn. At that.time; yes. 

Mr. Watxace. What would you normally do? ‘Would you normally 
sign them both the same? How did the bank distinguish between 
the checks ? 

Mr. Smrru. Well, they were printed checks. 

Mr. Wauiace. Oh, they were printed checks? 

Mr. Smirn. Yes. They were both the same color and I picked up 
the wrong book. 

Senator Sparkman. I thought you said a minute ago that you did 
not sign checks on the campaign fund? 

Mr. Smirn, I didn’t. No; Ididn’t, 

Senator Sparkaan. You did sign checks on the welfare fund ! 

Mr. Smiru. That is correct, Senator. 

Mr, Wattace. Who signed the checks on the campaign fund, then ¢ 

Mr. Smirn. Mr. Sullivan, and I deposited it in the welfare fund. 

Mr. Watiace. You say these checkbooks were the same color ? 

Mr Smrru. The checks were the same color and so were the covers. 

Mr. Watiace. Would you say in retrospect it might be better to 
have them at least a different color? 

Mr. Smirx. I surely would. 

Mr. Watiace. What did you do to prevent this type of mistake 
from happening again ¢ 

Mr. Siern. We 1, we opened up another account for the welfare in 
a different bank and got a different colored check. 

Mr. Watiace. What banks do you now have these accounts—— 

Mr. Smiru. Well, the welfare account is in the Michigan Avenue 
National Bank. 
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Mr. Watuace. And the campaign—— 

Mr. Smrru. Well, it was—I don’t know where it is now. 

Mr. Watxace. The American National Bank? 

Mr. Smirn. That is where it was, yes, the American National 
Bank & Trust Co. 

Mr. Wautace. Do you know on what dates these checks were writ- 
ten on the welfare fund for Mr. Paschen’s campaign ? 

Mr. Smrrn. No; I don’t know offhand. Those records are all 
in 

Mr. Wauuace. What did Mr. Sullivan say to you when he found out 
the error? 

Mr. Samrru. Well, he just told me that they shouldn’t be there, he 
told me to draw a check on the campaign fund and he would sign it 
and I should deposit it in the other account. 

Mr. Wauuace. The welfare fund, as I understand it, was reim- 
bursed for the amount that was charged to the campaign fund. 

Mr. Smirn. That is right. 

Mr. Watxiace. When? 

Mr. Smiru. Oh, it was the latter part of July, I don’t know the 
exact date. 

Mr. Wattace. Do you recall the amount of the reimbursement? 

Mr. Smrrn. Fifteen hundred and something, I don’t remember 
exactly. 

Mr. Wautace. Did this completely reimburse the welfare fund? 

Mr. Surrn. What did you say? 

Mr. Wauiace. Was the welfare fund completely reimbursed ? 

Mr. Sairn. For those items—— 

Mr. Wa.ace. For those campaign expenses? 

Mr. Smirn. Yes, sir. 

Mr. Watxace. Did you ever discuss disbursements from this fund 
with Mr. Ronan? 

Mr. Sarr. I don’t believe I did. I can’t remember ever discussing 
it with him. 

Mr. Watxace. Did the directors of the corporation which ran this 
welfare fund hold regular meetings to discuss corporate affairs? 

Mr. Smiru. Well, we held 1 or 2 meetings. I don’t know whether 
you would say 

Mr. Wautace. You only remember two meetings? 

Mr. Surrn. There was nothing discussed about what we should do 
or what we should pay out of it, I can say that. 

Mr. Watxace. In other words, the day to day operations were con- 
trolled by you and Mr. Sullivan? 

Mr. Sarru. That is right. 

Senator SparkmAN. Before you get too far away from the expendi- 
tures from that fund, what distinction do you e as between cam- 
paign contributions and contributions that were made to ward organ- 
izations and golf days and things of that kind? 

Mr. Surrn. Well, I don’t know. 

Senator Sparkman. Do you not consider them as being in the 
nature of campaign contributions? 

Mr. Smrrn. Well, we considered that was for the welfare of the 
employee, when we made something to the ward organization. Those 
people are living on the least possible amount that they can. 





ILLINOIS BANKING SITUATION 801 


Senator Sparkman. You mean that when the ward organization 
sets up such a meeting or such an event that it is customary for them 
to call on the employees to help bear the expenses? Is that right? 

Mr. SMirH. That is right. 

Senator SparkMAN. That is recognized as a responsibility of the 
employee ? 

Mr. Smaru. Of the employee. 

Senator SparKMAN. Therefore it is covered by the welfare fund? 

Mr. Smiru. That is right, sir. 

Senator SparKMAN. You really regard it as being something to help 
the employee take care of a responsibility that he assumed more or less 
upon becoming an employee ? 

Mr. Smirn. That is exactly right, Senator. 

Senator SparKMAN. Mr, Wallace. 

Mr. Wattace. Mr. Smith, I am not completely clear on the way this 
fund was managed. If I recall correctly, when we had Mr. Paschen 
here he stated that most of the checks on it were written by Mr. Sul- 
livan. When we had Mr. Sullivan here he stated that most of the 
checks were written by Mr. Smith. Now, when we ask you about it, 
it is my understanding—I don’t mean to be facetious in this regard, 
we just simply want to know what the situation is—am I to under- 
stand that the checks were generally written and agreed to by you 
and Mr. Sullivan ? 

Mr. Watsn. Might I suggest that that is a double question? As I 
understand, Mr. Smith had stated that he wrote the checks and signed 
most of them. I think he has already said that, and discussed them 
with Mr. Sullivan. 

Mr. Watxace. In other words, Mr. Sullivan decided who they would 
be made to but Mr. Smith did the bookkeeping and signed the checks? 

Mr. Smiru. I signed, I believe, all but 5 or 6 checks that were issued 
in the welfare fund, but I didn’t—— 

Mr. Wattace. Did you have responsibility for handling the usual 
fund expenditures but 7 shared eee ility for disbursing the 
larger expenditures with Mr. Sullivan 

Mr. Smrra. Amount didn’t enter into it. 

Mr. Watiace. What? 

Mr. Smrru. Amount didn’t enter into it. 

Mr. Watxace. Did Mr. Sullivan agree to every single check you 
wrote, that it should be written ? 

Mr. Smirn. Well, as far as I say, the flower checks, now, where 
we would send somebody a floral piece, I didn’t haye to take those 
up with Mr. Sullivan. j usually had the check when the bill came 
in and paid it. Now, if anything else came in, bills that there was an 
question about—I might say any other one discussed with Mr. Sulli- 
van, before I even drew the check. 

Mr. Watxace. But on routine ones you would write the check and 
not bother Mr. Sullivan about it? 

Mr. Smrrn. That is right, because he would look at the check reg- 
ister every so often anyway, he would see what was going on. 

Mr. Watxace. Some checks you would discuss before you wrote 
them and on others you would write them but he would see it later? 

Mr. Smrrn. That is right. 
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Mr. Wat.ace. In other words, if any one person could control the 
fund more than anyone else, would it be Mr, Sullivan? He was presi- 
dent of the fund, wasn’t he? 

Mr. Smiru. I would say, “Yes.” 

Mr. Watxace. Did you ever solicit contributions for this welfare 
fund? 

Mr. Sorru. Never. 

Mr. Wauxace. Are you certain you never talked with anyone at 
the Lincoln Bank concerning such a contribution ? 

Mr. Smiru. Not about a contribution. 

Mr. Watxace. What would you have discussed with him? 

Mr. Smrrn. He may have called me and asked me if he could get any 
deposit, and I would refer it to Sullivan. I never talked to him about 
any contributions. 

Mr. Watiace. You did receive contributions for the welfare fund; 
didn’t you? 

Mr. Smrrnu. Yes, I made the deposits of them. 

Mr. Watsu. You mean from the Lincoln Bank, Mr. Wallace? 

Mr. Wautxace. No. Who did you receive them from? 

Mr. Surru. I would receive those from Mr. Sullivan. 

Mr. Watrace. Do you know where Mr. Sullivan got them? 

Mr. Samir. Well, he called me in several times or rather various 
times when Mr. Kolar was in the office, and he would have an envelope 
and he would say, “Here are some contributions that Mr. Kolar made. 
Make the deposit.” 

Then I would make a record of them and make the deposit. 

Mr. Watiace. Well, assumedly, Mr. Sullivan got the contributions 
from Mr. Kolar and pe them in an envelope and gave them to you 
for deposit in the bank? 

Mr. Smirn. That is right. 

Mr. Watxace. Is that the procedure? 

Mr. Smirn. That. is right. 

Mr. Watuace. Those would be in envelopes? 

Mr. Smirn. It was in one envelope when he would give it to me. 

Mr. Watiace. Would you count and list the contributions and de- 
posit them in the corporate bank account ? 

Mr. Sarr. I would list them in my register} yes. 

Mr. Watuiace. Would your contributions indicate whether they 
were received from bank funds or personal funds of the bank officials 
or from collections from bank employees or what kind of contribu- 
tions they were ? 

Mr. Smiru. I don’t believe so; no. 

Mr. Wauuiace. What name did you enter on the list as to the 
contributor to the fund ? 

Mr. Soiru. If they were an individual check and I knew who the 
banker was, I would put it in the name of a bank. 

Mr. Wauiace. You put them all in the name of the bank? 

Mr. Smrru. If I could; yes. 

Mr. Watuxace. If you could. 

Mr. Smith, did you ever solicit any campaign contributions from 
banks for Mr. Paschen? 

Mr. Smrrn. No. 

Mr. Wauxace. Did you ever solicit any contributions from banks 
for Mr. Paschen except for the employees’ welfare fund? 
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Mr. Suiru. Say that again. 

Mr. Wat.ace. Did you ever solicit any contributions from banks 
for Mr. Paschen—you stated earlier, I guess, that you had not solicited 
for the welfare fund. 

Mr. Smiru. That is right. 

Mr. Wautace. Did you solicit from any banker for Mr. Paschen ? 

Mr. Smiru. Not that I remember; no. 

Mr. Wauace. Did you ever receive requests for county deposits 
from a bank or a banker? 

Mr. Smirn. I may have and, if I did, I referred it to Mr. Sulli- 
van, because I had no jurisdiction over how those funds were to be 
distributed. 

Mr. Wauuace. Is that what you recall with respect to the Lincoln 
Bank? 

Mr. Smiru. It might have been ; I don’t remember. 

Mr. Wattace. With respect to when anyone came to you about 
the possibility of county deposits, you referred them to Mr. Sullivan? 

Mr. Smiru. That is what I would have done; yes. 

Mr. Watiace. At that time did you apprise them of the existence 
of this welfare fund ? 

Mr. Smiru. No, sir. 

Mr. Wauuace. Did you ever hint directly or indirectly that the 
failure to make a campaign contribution or a contribution to the wel- 
fare fund would have any effect on county deposits? 

Mr. Smiru. L never did. 

Mr. Wattace. Do you know Mr. Harold J. Green, who is with the 
South Side Bank & Trust Co.? 

Mr. Smrru. Yes; I know him. 

Mr. Watxace. The South Side Bank & Trust. Co. had $200,000 of 
county money on deposit on January 3, 1956, and the same amount on 
July 2, 1956. It had none in October 1954. Do you know when 
this county deposit was first made in the South Side Bank & Trust 
Co. ? 

Mr. Sariru. I do not. 

Mr. Wattace. Did you ever speak to Mr. Green of that bank, South 
Side Bank & Trust Co., about making a contribution to the Paschen 
employees’ welfare fund ? 

Mr. Smiru. Never did. 

Mr. Watxace. Or about, a contribution to Mr. Paschen’s campaign 
fund ? 

Mr. Smirn. No, sir. 

Mr. Wautace. Or about any other contribution for the benefit of 
Mr. Paschen or his candidacy to any office? 

Mr. Smiru. No. 

Mr. Watxace. Do you know if Mr. Green was after a contribution 
after he got the deposit ? 

Mr. Surrx. I do not know. 

Mr. Watiace. Was a deposit ever taken away ? 

Mr. Smrru. I wouldn’t know that. 

Mr. Watxace. Did you ever threaten to take a deposit away ? 

Mr. Smrru. No. 

Mr. Waxtace. Do you know if anyone else in the treasury office 
threatened to take the deposit away if a contribution were not forth- 


coming ? 
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Mr. Smiru. I don’t believe that was ever done. 

Mr. Watiace. Do you know whether it was—— 

Mr. Suir. No; I don’t. 

Mr. Wautxace. What you are saying is, you don’t know one way or 
another ¢ 

Mr. Smrrn. That is right. 

Mr. Wauxace. When did you resign from the county treasurer’s 
office ? 

Mr. Smirn. August 3, 1956. 

Mr. Wattace. What were the circumstances of your resignation! 

Mr. Smrru. Well, when I saw the publicity that Mr. Sullivan got, 
which I didn’t think was very fair, I thought maybe that my being con- 
nected at one time or another with the auditor’s office might cause some 
more unfair publicity and I didn’t want to do anything to embarrass 
Mr. Paschen. 

Mr. Waxtace. Did you talk to Mr. Paschen about it? 

Mr. Smuru. I did. 

Mr. Wauxace. What did he say? 

Mr. Smrru. Well, he said, “You do what you think is best.” 

Mr. Waxiace. Have you resigned as treasurer of the corporation 
having the custody over the welfare fund? 

Mr. Sorru. I have not. 

Mr. Wattace. You are still treasurer of that fund ¢ 

Mr. Smiru. Yes, sir. 

Mr. Watuace. Do you know whether contributions to the welfare 
fund were made only by banks having county deposits ? 

Mr. Sorru. I believe that is the fact; yes. 


Mr. Wautace. Did you have a fund of this type when you were 
working for the State auditor ? 
Mr. Suirn. No. 


Mr. Watiace. Did it ever occur to ae to wonder why there was 


no such fund in the State auditor’s o 
in the county treasurer’s office ? 

Mr. Smrrn. No; it never oécurred to me. 

Mr. Wautace. How were funds raised for this purpose in the audi- 
tor’s office ? 

Mr. Smiru. Well, they were raised by the employees. 

Mr. Wattace. By taking up collections ? 

Mr. Siru. Yes. 

Mr. Watuace. Mr. Smith, when you first heard of this welfare-fund 
arrangement which had gone on when Mr. Brenza was county treas- 
urer, and you knew it was going to go on while Mr. Paschen was 
treasurer, you were aware, were you not, that contributions came only 
from banks with county funds on deposit ? 

Mr.Smrru. Yes; I believe I was. 

; Mr. WALLACE. Are you aware of the value to the banks of these 
eposits ¢ 

Mr. Svarn. Oh, yes. 

Mr. Watiace. Do they pay any interest on these funds? 

Mr. Sutrn. I don’t believe they do. 

Mr. Watiace. They are all in demand accounts? 

Mr. Sarrn. Yes, sir. 


ce but there was such a fund 
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Mr. Waxtace. Did it ever occur to you that for a bank to make a 
contribution of this type bears a very close resemblance what is gen- 
erally known as a kickback ? 

Mr. Smrra. Well, I sup you could say that if you wanted to. 

Mr. Wautace. Did you Feel that it was like a kickback but, since it 
was for charitable purposes, it was all right? 

Mr. Smrru. No; I wouldn’t say that. I would say this: That if 
they were forced to give this, then it would have been a kickback. 

Mr. Watiace. Mr. Smith, the point is not that you or Mr. Kolar 
or whoever solicited the fund would go to a banker and say, “You 
have so much money in deposits, you had better kick in or you will 
lose them,” but if you simply let it be known that, “we are taking up a 
little collection,” don’t you think this banker would say, “Well, I bet- 
ter maintain good relations with the county treasurer’s office or I 
might lose deposits” ? 

Mr. Saru. I think you are right, there; that is perfectly right. 

Mr. Wauuace. In retrospect, do you think it is a good idea to have a 
fund of this type! 

Mr. Smirn. How? 

Mr. Wattace. In retrospect, do you think it is a good idea to have 
a fund of this type ? 

Mr. SMITH. Well, from the developments, it isn’t. 

Mr. Wauxace. Wouldn’t you think it would be better to try to get 
the salaries of these employees raised rather than collect from the banks 
to pay their 

Mf r. Smirn. I think you are right, 100 percent. 

Senator Sparkman. Thank you very much, Mr. Smith; we appre- 
ciate your appearing here for us. 

Mr. Wausn. May I eall your attention to this, Senator: That Mr. 
Smith has testified concerning these matters before the Federal grand 
jury, before the Cook County grand jury, and before your staff prior 
to this meeting. I just wanted to demonstrate that he has been dili- 
gent and forthright about whatever did occur. 

Senator Sparkman. Thank you, Mr. Walsh. 

By the way, I do not believe you have been identified for the record. 
It is Maurice J. Walsh, isn’t it? 

Mr. Wausu. That is right, sir. 

Senator Sparkman. Attorney at law where? 

Mr. Wausu. In Chicago and the State of Illinois. 

Senator SpaRKMAN. Your address in Chicago? 

Mr. Watsu. 105 West Adams Street. 

Senator SparkMan. All right. 

Thank you very much, Mr. Smith. We appreciate it. 

Senator Sparkman. Mr, Walsh, we were going to call Mr. Andrew 
Kolar. I understand that you represent Mr. ‘ear also, and that 
you have a statement to make. 


STATEMENT OF MAURICE J. WALSH, ATTORNEY, ON BEHALF OF 
ANDREW KOLAR 


Mr. Watsn. Yes; I have. 
Senator SparkMAN. Will you do soat this time? 
Mr. Watsu. Prior to this date, I have submitted to the committee 
a certificate of Dr. J. E. Sokol on the letterhead of Dr. Vincent J. 
O’Conor, Dr. J. Kenneth Sokol, and Dr. George J. Bulkley at 720 
88551—56—pt. 2—36 
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North Michigan Avenue, Chicago, Ill. That is dated October 10, 
1956, and it states that Mr. Andrew Kolar has been under—I will read 
it verbatim: 
Dre. Vincent J. O’CoNoR 
Res. Phone Whitehall 44041, Registry No. 11117 
Dr. J. KENNETH SOKOL 
Res. Phone University 4-3014, Registery No. 1214 


Dr. Grorce J. BULKLEY 
Res. Phone Winnetka 6-3672, Registry No. 6542 
Fourth Floor, 720 North Michigan Avenue—Phone: Whitehall 4-5935. 


Name to: Mr. Maurice J. Walsh. 
Date: 10/10. 


Mr. Andrew Kolar has been under our care for 1 year following a prosta- 
tectomy. He now has a stone in his ureter which might give renal colie at any 
time. He has also been under the care of Dr. J. C. Gray for angina pectoris—a 


heart condition. He should not be subjected to any stress because of serious 
health problems outlined above. 


J.K. Soxor, Doctor of Medicine. 


I might state that Mr. Kolar is 76 years of age, and that we fear 
very desperately that the tension of an experience such as this might 
have serious effect upon his health, and possibly affect his life expec- 
tancy, and for that reason we ask that he be excused from appearance 
here. 

I would further like to state that he has testified, not under oath 
but fully, to the extent that he was asked questions by your staff on 
a date prior to this hearing, and that he has testified before the United 
States Federal grand jury in this district concerning this matter. 

Senator Sparkman. I have seen the medical certificate that you 


read, Mr. Walsh, and I certainly think that the committee should 
accept the certificate. 


Mr. Wausn. Thank you, sir. 

(The unsworn testimony of Mr. Kolar appears at p. 1178.) 

Senator Sparkman. Thank you very ek, 

The committee will stand in recess until the next witness gets here. 
He is on his way and will be here in just a few minutes. 

(Whereupon a short recess was taken.) 

Senator SparkMAN. Let the committee come to order. 

Our next witness is Mr. Elmer J. Hoffman. Mr. Hoffman, will 
you come around, please, sir? 

Whereupon Elmer J. Hoffman was duly sworn as a witness ‘by 
Senator Sparkman and was examined and testified as follows: 


TESTIMONY OF ELMER J. HOFFMAN 


Senator Sparkman. Be seated, please, sir, and for the benefit of the 
record, if you'll give your full name, address, present ‘oceupation, 
and any other background information that might be helpful to the 
case. 

Mr. Horrman. Elmer J. Hoffman, 525 East Illinois Street, 
Wheaton, Ill. 

My background is, in a few words, simply this: I was born and 
raised in Wheaton, Ill., where my family have resided in the same 
voting precinct for 121 years. I went to the Wheaton schools, and 
then T went into the service of the United States and served in France. 
I came back and operated a truck for 11 years, when I started to work, 
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for the sheriff’s office in Du Page County. I was elected sheriff of 
Du Page County in 1938, and again in 1946, and then I ran for treas- 
urer of the State of Illinois and was elected by the largest majority 
that any man on the State ticket received, ; sa . 

Then at the end of my term—the constitution of I}linois will not al- 
low the State treasurer to succeed himself, so I worked for the auditor 
of public accounts for 11 months, resigning February 1, 1956, and at the 
moment I’m employed chiefly in campaigning for State treasurer 
again. : ; ; 

In my background I want to point with pride te my record as 
sheriff of Du Page County. We, as you know, are a county that is 
surrounded on three sides by Cook County. We had continual pres- 
sure from the syndicate to put in gambling devices, and I take great 
pride in the fact that never while I was connected with that office did 
any syndicate or any gambling element come into the county. 

I might say that I was offered a great deal of money to allow them 
to come in, but never did one step foot into the county and operate 
any of their gambling devices. 

My record as State treasurer is one that I’m very proud of. We 
earned more interest money than any other State treasurer in the his- 
tory of the State of Illinois, and that included the State treasurer who 
had the service-recognition-bond funds, which meant he had $380 
million more to work with than we did. 

We turned over to our successor the 25 percent of our appropriations 
that the law says we shall, and in addition to that we turned over 
many thousands of dollars that we saved through our economy. 

We put into effect the microfilming system that—Governor Strat- 
ton had put in the microfilming system to microfilm the warrants or 
the checks as they were received by the treasurer’s office. We added 
to that and put in a system whereby we microfilmed both sides of the 
checks after they came back canceled, and it was through that micro- 
filming system that most of the evidence in the Hodge case on the 
warrants was obtained. 

Senator Sparkman. You served as State treasurer during what 
time? 

Mr. Horrman. From January 1953 until January 1955. 

Senator Sparkman. You are now the nominee of your party for the 
same office ? 

Mr. Horrman. That is right, sir. 

Senator Sparkman. All right. Thank you. Mr. Wallace will do 
the questioning. 

Mr. Wattace. You were, as you stated, State treasurer of Illinois 
in 1953 and 1954. Can you tell us the main duties of the State treas- 
urer’s office ? 

Mr. Horrman. The main duties of the State treasurer’s office are— 
he’s the custodian of the State money. He handles it. He invests 
it. And he is also the inheritance tax officer for Cook County. He 
was at that time. _Now he is for the whole State, but when I was State 
treasurer he was the inheritance tax officer for Cook County. 

Mr. Watiace. Do you as treasurer countersign warrants signed 
by the State auditor? 

Mr. Horrman. I do—or I did. 
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Mr, Watace. I noticed on some of those phony checks of Orville 
Hodge they are signed by the State treasurer, signed by Warren 
Wright at that time. Can you tell me what that signature means’? 

Mr. Horrman. That signature means simply this: The voucher 
comes in from the department that spends the money or that makes 
the obligation, and the voucher is retained by the auditor, who is 
supposed to decide whether the materials have been received or the 
service is rendered, and then he makes out the warrant. He signs 
it, sends it to the treasurer, and the treasurer’s sole duty in that respect 
is to find out if there is enough money in that particular fund, and 
if there is he signs it. 

Mr. Watuace. This particular check was made out to Fabricrafts, 
Inc., and it’s signed by Orville Hodge for the amount of $27,500. 
Then it’s countersigned by Warren Wright, who was the State treas- 
urer at that time. Is it my understanding that when Warren Wright 
countersigned that check he was merely stating that the appropriation 
was there for him to draw on and was not passing on the legitimacy 
of the expenditure ? 

Mr. Horrman. That’s right. 

Mr. Wautace. This particular check is endorsed Fabricrafts Sales 
by William Lydon. When you took office in 1953 how much money 
a the State treasurer have on deposit in the various banks in the 
State? 

Mr. Horrman. That would be impossible for me to tell you. 

Mr. Watiace. Would you.estimate it that it was about $190 million? 

Mr. Horrman. I would say it was. 

Mr. Wauuace. And another $50 million or $75 million in demand 
deposits ? 

Mr. Horrman. I would say it was all of that; yes, sir. 

Mr. Watwace. Is it not a fact that the State treasurer is respon- 
sible for more even than this 200 or 300 million dollars? In all, you 
have close to $1,250 million worth of funds, including collateral, do 
you not? / 

Mr. Horrman. That’s right. 

Mr. Watxace. Can you tell us in general what this includes other 
than bank deposits? 

Mr. Horrman. Well, it includes school moneys and moneys that 
are held for various subdivisions of the State, money that is held 
in escrow for different things, some of the University of Illinois money 
but not all of it, and that is composed chiefly of that. 

Mr. Wattace. So in all you’re in charge, you’re custodian for the 
State’s funds which amount to over $1 billion? 

Mr. Horrman. That is right. 

Mr. Waxtace. In how many banks are State funds deposited or 
were during your term? 

Mr. Horrman. When I took office I think there were 520 banks, and 
when I left office I think there were 531. 

Mr. Waxtace. How many banks are there in the State of Illinois? 

Mr. Horrman. Somewhere around 700, 750. I don’t know exactly. 

I might say in that connection that when we—every year in Sep- 
tember we send out forms for banks to bid on State money, and those 
forms are sent to every bank in the State, and those that want money 
return them filled out, and those that don’t don’t return them, and 
there are a great number that do not return them. 





ILLINOIS BANKING SITUATION 809 


Mr. Watuace. I was F gw going to ask how you decide where to 
deposit State funds and how much you onea at each bank, and 
what you just stated, as I understand it, is that you send out once a 
year in August-—— 

” Mr. Horrman. It’s in August or September. Yes, I believe in 
August. 

Mr. Wattace. A statement to all the banks in the State, stating 
that if they want to get or maintain deposits they must fill out 
an application form stating how much they want and what interest 
they’re willing to pay. 

Mr. Horrman. That’s right. 

Mr. Wauxace. Is there any limitation on how much you can put in 
one individual bank? 

Mr. Horrman. Legally you mean? 

Mr. Watuace. Legally. 

Mr. Horrman. No. 

Mr. Wattace. What’s the usual interest rate paid? What was the 
usual interest rate paid when you were State treasurer ? 

Mr. Horrman. en I took office it was three-quarters of 1 per- 
cent, and in August of 1953—in September, rather—when we sent 
out these forms, we raised the interest rate to 1 percent. The reason 
for that was the increase in the interest on Federal paper. 

Senstoe SrparKMAN. That’s the maximum, isn’t it, that you can 
charge? 

Mr. Horrman. No, there is no maximum. 

Mr. Wautace. What would happen if a bank bid Z percent? 

Mr. Horrman. We'd accept it. 

Mr. Wattace. Would you? 

Mr. Horrman. Yes. We had none that bid 2 percent, but we had 
some that bid 114, and 114. 

Mr. Wattace. Did you accept it? 

Mr. Horrman. Yes, sir. 

Mr. vane Were these bank members of the Federal Reserve 
System 

Mr. Horrman. That I wouldn’t know. 

Mr. Wattace. Are you familiar with regulation Q of the Federal 
Reserve Board ? 

Mr. Horrman. I’m not. 

Mr. Watuace. It’s stated that that regulation prevents the State 
treasurer from paying at the current time more than 1 percent because 
that regulation prohibits the payment of more than 1 gare on 
time accounts on which interest is paid more often than 90 days. 

For example, is it not a fact that the interest which is paid to the 
State treasurer in Illinois is paid monthly ? 

Mr. Horrman. Yes. 

Mr. Wauxace. Is that by law or by regulation? 

Mr. Horrman. I think it’s by regulation. 

Mr. Wautace. If you have a regulation which states that the interest 
must be paid every 30 days or monthly, then you’re prohibited by 
regulation Q of the Federal Reserve Board from paying more than 
i percent to any bank which is a member of the Federal Reserve 

ystem., 

I discussed this with other State treasurers, and it’s my understand- 
ing that because of regulation Q you have to pay everybody in accord- 
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ance with that regulation because otherwise you’d be paying one rate 
to banks which were members of the Federal Reserve System and 
another rate to banks who were not members, which would create a 
disparity. 

The banks would pay the interest to you or pay it to the State! 

Mr. Horrman. That’s right. Now,I might state in that connection, 
Mr. Wallace, that there has been a lot of controversy as to how banks 
obtain money from the State treasurer, and I would like if I could 
to clarify that. 

Numerous newspaper articles that I have seen would lead people 
who read them to believe that particularly in the Dwight Green case 
that I had a call from Dwight Green and I sent him a check for $1 
million. It doesn’t work that way. 

In Dwight Green’s case he-called me and asked me if we’d make a 
deposit, and I told him that we would check and see if we could spare 
that much money. 

Mr. Watiace. How much money did the bank have in State funds 
at the time he called you? 

Mr. Horrman. $1,100,000. And he asked for an extra million. 
Now, in order for him to get it or for any bank that does business—has 
State money, they must put on deposit with the State treasurer securi- 
ties to the amount of 110 percent of the amount that they get. Now, 
the State law says 100 percent. Our rule was 110 percent. And that 
is in Government bonds, and not at the par value but at the market 
value. And we check them monthly to see that the market value still 
gives us 110 percent. 

So there isn’t a possible chance that any—that the State could lose 
any money with any bank, because we have the right to sell those 
securities, according to an opinion issued by the attorney general of 
Illinois, at any time that we feel the money is not safe in those banks. 

So we hold that 110 percent in securities at all times, on any moneys 
that are given toany bank in the State of [linois, 

Mr. Wautace. Yes; I think that same requirement applies to county 
funds also. 

Mr. Horrman. That I wouldn’t know. 

Mr. Waxtace. But do you mean to say that when you gave or when 
you allocated an extra million dollars to Green’s bank that they had 
to use the money to buy Government bonds? 

Mr. Horrman. No; I don’t mean to imply that. I mean that they 
had to deposit before they got the money $1,100,000 of good negoti- 
able Government securities. 

Mr. Watuace. I think that’s a good point you’re making, and we 
should have it completely clear as to what occurred when you increased 
the deposits in Green’s bank by $1 million. That bank already had 
certain Government bonds in their portfolio? What I mean by that 
is as part of their assets they had a certain amount of Government 
bonds. What they had to do was to assign as collateral for your extra 
million dollars 110 percent of that amount out of the bonds they 
already had. The bank was the one who drew the interest on the 
bonds (a), and (6) they didn’t have to buy the bonds, they already 
had them, and they merely assigned them for collateral, and (c) this 
in no way affected the use of these bonds as assets of the bank. Is 
that true 


Mr. Horrman. That is true. 
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Mr. Watiace. You sent out letters to all banks stating that if they 
wanted State funds on deposit they could apply ? 

Mr. Horrman. That’s right. : 

Mr. Watxiace. And then they would bid so much. But it’s my 
understanding that they couldn’t bid in excess of the amount set by 
regulation Q. You stated that some banks paid more than this amount 
of interest. I have never heard that before. Do you recall a specific 
situation ¢ 
" Mr. Horrman. No; I don’t recall a specific situation, but I do recall 
that there were some banks that paid more, and it was my impression 
that if that was wrong that the banks were examined by the Federal— 
the national banks by the Federal bank examiners, the State by the 
State examiners, and they were all under the FDIC, and they would 
have called it to our attention. Or they should have called it to our 
attention. Let’s put it that way. 

Senator Sparkman. Mr. Hoffman, going back to this limitation on 
a rate of interest that we were talking about a little before, I’d like 
to say that there was testimony before our committee in Washington 
about that. You realize we opened these hearings in Washington? 

Mr. Horrman. Yes, sir. 

Senator SparkMAN. We met 2 days there. The chairman of the 
committee, Senator Fulbright, pointed out in those hearings as 
follows: 


The FDIC Act, in section 18 (g), has authority to limit by regulation the 
rates of interest or dividends which may be paid on time and savings deposits 
by instired nonmember banks. 


And he asked this question : 

Has any such regulation ever been issued? 

Mr. Coburn, representing the FDIC, said: 

Oh, yes ; we have very strict regulations on time deposits. 
The chairman said: 


What are they? 


Mr. CopugNn. One percent up to 30 days, 144 percent up to 90 days, and a half 
percent from 90 beyond that. 


The CHatRMAN. Are they the same as the Federal Reserve? 
Mr. Conugn. Identical. And our legal division and the Federal Reserve get 


together on interpretations of them, so that our interpretations on interest 
regulations are uniform. 


Then Mr. Wallace said: 
That is the same as Federal Reserve Regulation Q. 


And Mr. Gidney, who is the Comptroller of the Currency and a 
member of the Board of FDIC, replied to that : 


There is one very important exception, and that is the definition of payment 
of interest in connection with absorption of exchange charges, which we should 
like to bring to the attention of the committee when the matter comes up. This 
is not pertinent to today’s inquiry, but they are together on the rates, but on 
the definition, the Federal Reserve Board and the FDIC are not together. 


I just read that to show that there is a regulation that relates both 
to Reserve banks and to banks that are members of the FDIC. 
Mr. Horrman. I don’t—— 


Senator Sparkman. In other words, 1 percent is the limit for less 
than.90 days, or for not more than 30 days. 
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Mr. Horrman. I don’t question the fact there is a regulation, but I 
thought that the examiners would have called it to our attention that 
the banks were paying more. 

Mr. Watxacez. I think the banks themselves are aware of the regu- 
lation, and their bids are made on that basis. 

The banks make application for these funds every year? 

Mr. Horrman. Yes; that’s right. 

Mr. Wauuace. As the state treasurer, do you decide where these 
funds will be deposited ? 

Mr. Horrman, That’s right. 

Mr. Wau.ace. Is this a personal decision on your part? Do you 
have some sort of standard set forth in the law as to what you can 
take into account ? 

Mr. Horrman. No; that’s my decision, the decision of the State 
treasurer. 

Mr. Waxtace. What were your general standards or what criteria 
did you follow in allocating these deposits? 

Mr. Horrman. I tried to keep it as close to 10 percent of their total 
deposits as possible. 

r. Wauiace. As a maximum? 

Mr. Horrman. Well, we tried to keep it there. Some of them ran 
a little higher than that. If they were banks who were doing good 
for their community—and by that I mean making a lot of local loans 
and things like that that would help the community—we felt that we 
as a public service should help those banks, 

Mr. Watiace. Did you make any withdrawals of substantial 
amounts during your term when you were State treasurer ? 

Mr. Horrman. I made in the first 2 months—it was necessary for 
me to draw 25 percent from every bank in the State of Illinois. Our 
checking balances were very low, and we had to get money to replenish 
that, the checking balances, and we drew—we thought the fair thing to 
do was to draw from every bank in the State, and we drew 25 percent 
from every bank in the State. 

Mr. Wattace. You say you withdrew some of the money and sold 
some of the bonds, as I understand it? 

Mr. Horrman. I don’t recall selling any of the bonds. Westill had 
$50 million in Government bonds when I went out as treasurer. 

= Watxace. When you came in as treasurer didn’t you have $60 
mMmu1i110Nn. 

Mr. Horrman. That’s right. That’s right. We did sell $10 mil- 
lion. You're right. 

Mr. Watace. You put the proceeds of the bonds and the drawdown 
into the Continental Illinois Bank ? 

Mr. Horrman. Part of it, and the First National part, and I think 
some small portion went to the Springfield Bank where we have a 
checking account for smaller items, 

Mr. Wattace. How did you decide where to put the maim;tréas- 
urer’s account ? 

Mr. Horrman. You mean the checking account ? 

Mr. Wattace. Yes. 

Mr. Horrman. Well, that was my own decision. 

Mr. Watace. Where did you put it? 

Mr. Horrman. Continental Illinois had the bulk of it, and the First 
National had a goodly portion, and the Springfield Bank had some 
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because the Springfield Bank was one where we—just the smaller 
checks were written on. 

Mr. Wattace. Did Mr. Harold Conley work for you at that time? 

Mr. Horrman. He did. 

Mr. Wattace. What was his function ? 

Mr. Horrman. He was the chief revenue clerk in the office. He 
handled the bank deposits, and he handled the things that related to 
the financial end of the treasurer’s office. He was a man who had 
worked 27 years in the Continental Illinois Bank and, in the opinion 
of the chairman of the board and the president of the Continental 
Bank, well qualified to handle the job. And what made him doubl 
valuable to me was he was a man I had gone to school with, a man 
had known all my life, who had my trust, and I was very happy to 

yet him. 
: Mr. Wauxace. He was from the Continental Illinois Bank ? 

Mr. Horrman. That’s right. 

Mr. Watiace. When you left the office of treasurer, what happened 
to Mr. Conley ? 

Mr. Horrman. He as in former instances—he went back to Conti- 
nental Illinois Bank. 

Mr. Watuace. This was the usual practice ; was it not ? 

Mr. HorrmMan. That was the usual practice; yes, sir. And I might 
say that up until Mr. Wright’s term this time as far as my memory 
serves me—and that goes quite a ways back—the chief revenue officer 
or clerk for each treasurer either came from the Continental Illinois 
or the First National Bank of Chicago. 

Mr. Warxrace. Did the fact that Mr. Conley came from the Conti- 
nental Illinois Bank influence your decision to withdraw money and 
seli Government bonds and place the proceeds in the Continental Tlli- 
nois Bank? 

Mr. Horrman. It most certainly did not. 

Mr. Watxace. After your initial reduction in time deposits and de- 
—_ shone did you later replace the money that you had with- 
arawn 

Mr. Horrman. After we—well, shall we say, after after we leveled 
off and found out what we needed in our checking acounts, yes; we did 
put some money back in banks. 

Mr. Watiace. Why was it done this way instead of merely reducing 
the amount withdrawn so redeposit wouldn’t be necessary ? 

Mr. Horrman,. Will you state that again, please? 

Mr. Wattace. As I understand it, you cashed Government bonds, 
$10 million worth, and you drew down on the existing account. You 
deposited the money in the Continental Illinois. And then you later 
redeposited it in various banks. What I am wondering is why you 
followed this procedure instead of merely reducing the amount that 
you drew down in the beginning. 

Mr. Horrman. We weren’t sure how much we were going to need. 
That was the start of the Governor’s road-building program, and we 
didn’t know how much money we were going to ee in that instance, 
and we wanted to have the money on hand. We didn’t want any of 
the Hiimeig..State warrants to, shall we say, bounce because that 
wouldn’t have been for the credit of the State of Illinois. 

Mr. Watxace. Mr. Hoffman, are you aware of the value of these 
deposits to banks ? 
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Mr. Horrman. Pretty well; yes, sir. 

Mr. Wauuace. Especially the demand deposits where they pay no 
interest but they are very valuable to the banks. 

Mr. Horrman. That’s right. However, we did reduce them by,some 
$6 million during my 

Mr. Wa.iace. And that in the case of the time deposits the interest 
rate is still only three-quarters of 1 percent, which is a very low inter- 
est rate compared to what is paid on individual deposits ? 

Mr. Horrman. That’s right. 

Mr. Watxace. Did you have enough State funds to give all the banks 
all they wanted ? 

Mr. Horrman. No. 

Mr. Waxiace. You had to make decisions as to which banks were to 
get what they wanted and other banks would not be able to get what 
they wanted ¢ 

Mr. Horrman. That’s right. And I might say very few got all 
they wanted. 

Mr. Wa.xace. From the figures that we have, the Southmoor Bank’s 
deposits increased from $750,000 to a million and a half dollars between 
September 1952 and September 1953. What was the occasion for this 
increase ¢ 

Mr. Horrman. Well, they asked me for it. 

Mr. Wattace. Did Mr. Hodge ask you if you would make that 
increase ¢ 

Mr. Horrman. I think, Mr. Wallace, I stated to you before it was 
either Mr. Hodge or Mr. Hintz or both of them might have asked me, 
and I also would like to call to your attention at that time they were 
both respectable gentlement of the—— 

Mr. Waxtace. I understand, 

Mr. Horrman, Yes. 

Mr. Watuace. I meant nothmg by that question. I want. that 
understood. But I did want it understood that Mr. Hodge did seek 
to get deposits in banks increased. He did make representation to you 
on behalf of banks? ‘ 

Mr. Horrman. No, I couldn’t say that. I would say that the only 
bank that he talked to me about was the—if he did. Now, I’m not 
sure it was Mr. Hodge, Mr. Hintz, or maybe both of them. On the 
Southmoor Bank. 

Mr. Watuace. Didn’t Mr. Hodge make representation to you on 
behalf of 3 or 4 banks? 
on Horrman. Of his own bank, yes, the bank down in Granite 

ity. 

Mr. Wauace. The bank in Granite City, and, as I recall, you said 
that it was either Mr. Hodge or Mr. Hintz and Mr. Hodge whe had 
had made a recommendation to you on behalf of Southmoor Bank. 

Mr. Horrman. Oh, that’s right; yes. 

Mr. Wautace. I sumply want to establish that Mr. Hodge was in- 
terested and did make representations. to increased depesits. 

Mr. Horrman. Well, 1 know as a fact that, he did on the Granite 
City Bank and the Southmoor. I ean’t say definitely whether it was 
he or Mr. Hintz. See, I had know Mr, Hint many years through 
the Golden Gloves, because I never miss a Golden Gloves, and I knew 
him from his official capacity from the Golden Gloves. That’s where 
I first became acquainted with him. 
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Mr. Wauzace, You’re not a member of the Illinois Athletic Club, 
are you! 

Mr. Horrman. No, I’m not. 

Mr. Wacnace. Do you recall any other banks that Mr. Hodge asked 
you to increase deposits of ? ; 
~ Mr. Horrman. Those are the only ones that he might have asked me. 

Mr. Wattacs. You thought that there were several, but you couldn’t 
remember which ones. At least he talked to you about increasing de- 
posits in banks 5 alien 

Mr. Horrman. Yes, in Granite City Bank and 

Mr. Wautace. In the case of the Southmoor and Granite City and 
others which you do not recall ? 

Mr. HorrmAn. I can’t recall of any others, Mr. Wallace. 

Mr. Watzace. In the case of the Granite City Trust & Savings Bank, 
those funds, those State deposits, were increased, public deposits were 
increased from $3,700,000 to $5,300,000, but you stated that Hodge 
asked you about that. That you know for sure? 

Mr. Horrman. Mr. Hodge talked to me, but the man that really 
talked to me about it, the man that got it for the bank, was Mr. Henry 
Karandjeff, who I became well acquainted with while he was president 
of the Illinois Bankers Association, and I attended all of their func- 
tions, and I became well acquainted with Mr. Karandjeff, and that’s 
as much the reason they got that money as it is that Mr. Hodge asked 
for it. 

Mr. Wauvace. In this particular case their total deposits were $19 
million, so that if the deposit was $5 million, that would have gone 
over the 10 percent, but, as I recall, you said you had a great deal of 
respect for Mr. Karandjeff as a banker-—— 

Mr. Horrman. Yes. 

Mr. Watxace. So in this particular case it went over the 10 percent 
amount ¢ 

Mr. Horrman. That’sright. I mightsay that—— 

Mr. Watxace. That is the bank which was Hodge’s bank also? 

Mr. Horrman. I might say that one of the reasons I had such great 
respect for Henry Karandjeff was he and I both came up the hard 
way, and I respected his getting to the top of the ladder as did, 


Senator Sparkman. On what basis did you increase these deposits ? 

Mr. Horrman. On what basis? 

Senator Sparkman. Yes. What was your reason for increasing 
them ? 


Mr. Horrman. There wasn’t any reason Soaps that Mr. Karand- 


jeff asked me and I felt that he was aman who 
to and I did. 

Senator Sparkman. You had the funds available? 

Mr. Horrman. That’s right. 

Senator Sparkman. So you just decided to deposit them there ? 

Mr. Horrman. Yes. 

Mr. Wat.ace. Again in the case of the Elmwood Park Bank the 
total deposits which that bank had at the time you increased the deposit 
was $14 million, and this was increased so they would have a total of 
$2,100,000, so there again that’s 16 or 17 percent rather than 10 percent. 

Mr. Horrman. That’s right; and the reason we did that was because 
Governor Green pointed out to me that it was a growing community, 
they wanted to reestablish the bank and put it on a can footing, and 


should pay a courtesy 
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that I could help greatly in service to that community, and I have the 
highest respect for Governor Green, and I felt that in deference to 
the former office he held and the fact that he was a very estimable 
gentleman—that’s the reason I did it. 

Mr. Watuace. When did Mr. Green call you? 

Mr. Horrman. You mean what date? 


Mr. Wautace. Yes. I was trying to establish when. The bank 
opened May 28, 1953. 


Mr. Horrman. Well, it was after it opened, but I can’t tell you what 
date. 

Mr. Watxace. After it opened in June? 

Mr. Horrman. I can’t tell you what date. It was after it opened. 

Mr. Wattace. When you became State treasurer the Cicero State 
Bank’s deposits were increased from $700,000 to $1,200,000. Who made 
that request ? 

Mr. Horrman. I can’t say positively, but I think the request was 
made by the Republican township chairman, Mr, Dolezal. 

Mr. Watuace. .Of Cicero? 

Mr. Horrman. That’s right. 

Mr. Wattace. Mr. who? 

Mr. Horrman. Dolezal, 

Mr. Wautace. How do you spell that? 

Mr. Horrman. D-o-]-e-z-a-l. 

Mr. Wauace. In the case of the Jefferson Trust & Savings Co., of 
Peoria, it was increased from a million and a half to 2 million. Do 
you recall at whose request that was done in Peoria? 

Mr. Horrman. No, I think that if I were to tell you I would be 
guessing. I think that when we talked before I said that I thought 


that it was the Republican county chairman of Peoria County, but I’m 
not sure. 


Mr. Watuace. Is that Joe Hodge? 

Mr. Horrman. No, that’s William Allen—or Joe Hodge, either one. 
Joe Hodge was the former grey Mie ae 

Mr. Wattace. No relation to ille Hodge? 


Mr. Horrman. No. Joe Hodge is now assistant director of 
labor in the State. 

Mr. Wattace. Could you tell us the circumstances which led you 
to increase the deposits with the Illinois State Bank of Quincy? 

Mr. Horrman. That again would be at the request of Clande Kent, 
the county chairman of Adams County. 

Mr. Watuiace. Who? 

Mr. Horrman. Claude Kent, K-e-n-t. 

Mr. Wattace. Claude Kent 

Mr. Horrman. Yes. 

Mr. Watiace. Was he an em loyee in your office? 

Mr. Horrman. He was not. He’s the—I don’t know what the title 
is—supervisor of the Soldiers and Sailors Home at Quincy, Til. 

Mr. Wauace. I thought he was in your office as State treasurer. 

Mr. Horrman. No; he was in Governor Stratton’s office when he 
was State treasurer but not in my office. 

Mr. Wattace. Do you recall the circumstances leading ae in- 
crease the public deposits at the DeKalb Trust’& Savings t 

Mr. Horrman. No, I don’t unless it was the president of the bank, 
and I can’t even recall his name. Many of these deposits were made 
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directly at the request of the president of the bank or the chairman 
of the county board. I don’t mean chairman of the county board. 
Chairman of the board of directors. 

Mr. Wattace. Did Mr. Collins ask you to increase that deposit? 

Mr. Horrman. Could have been State Senator Collins. 

Mr. Wauuace. Can you recall the circumstances of increasing the 
deposit at the La Salle State Bank of La Salle? _ 

Mr. HorrMan. That was at the request of I think—I’m—L,want to 
say now that these are—not having any record before me, and I prob- 
ably wouldn’t have any record anywhere of who asked me, but I’m 
just saying these are to the best of my ability. 

Mr. Watxace. We understand you’re under oath and we also under- 
stand your answers are to the best of your recollection. 

Mr. Horrman. That’s right. I would say that it was Clayton 
Harbeck, former sheriff of La Salle County. 

Mr. Watxace. Former sheriff? 

Mr. Horrman. Yes. 

Mr. Watiace. Of La Salle County? 

Mr. Horrman. Present State representative. 

Mr. Wautace. Do you recall the circumstances of increasing the 
deposits of Smith Trust & Savings Bank of Morrison ? 

Mr. Horrman. No; I wouldn’t. In fact, I might say, Mr. Wallace, 
I’m—I know that you’re reading off banks to me that have an increase, 
but of my own knowledge I wouldn’t even know that they got an 
increase. 

Mr. Watxace. These have been increased. 

Mr. Horrman. Well, I—— 


Mr. Wattace. I mean these are FDIC figures. 
Mr. Horrman. Yes. 


Mr. Watace. Was that done at the request of the State representa- 
tive from Prophetstown ? 

Mr. Horrman. Could have been Mr. Brydia. 

Mr. Wattace. Can Ma tell us the circumstances which led you to 


increase the deposits of the First National Bank of Carbondale? 

Mr. Horrman. I would say that request would have been—more 
than likely would have come from the former sheriff and former coun- 
ty treasurer of Jackson County, Duncan McGregor. 

Mr. Watiace. Was he Rapala? county chairman in that area ? 

Mr. Horrman. He was. | He is not now. 

Mr. Watuace. Do you recall who requested the increase for the 
Edwardsville National Bank of Edwardsville? 

Mr. Horrman. No; I can’t 

Mr. Watxace. Could have been a fellow by the name of Thomas? 
Republican county chairman by the name of Thomas? 

Mr. Horrman. That’s T-h-o-m-a-e. It might have come from Mr. 
Thomae. 

_ Mr. Wattace. Do you recall increasing the deposit of First Na- 
tional Bank of Hinsdale? Who might have requested that? 

Mr. Horrman. Well, that, of course, is in my own county, and I 
would assume that Mr. Kline of the bank asked me or Mr. 
former county treasurer of Du Page County. 

_ Mr. Watrace. Can you tell us the circumstances which led you to 
increase the public deposits at the National Bank of Joliet? 


? 





818 ILLINOIS BANKING SITUATION 


Mr. Horrman. I would say that request more than likely would 
have come from the Republican county chairman down there, C. Hen- 
ning Peterson. 

Mr. Wattace, C. Henning Peterson ? 

Mr. Horrman. Right. 

Mr. Wattace. Do you recall the circumstances leading you to in- 
crease the deposits to the National Bank of Monmouth? 

Mr. Horrman. That more than likely would have come from 1 or 
2 people, either Lambert Engdahl, who is an automobile dealer there 
and Republican State central committeeman, or from Bob McCloskey, 
who was the State representative. 

Senator Sparkman, Mr. Hoffman, let me ask a question there. You 
say that every year you send out these forms to the banks so that they 


can state their interest in retaining or obtaining, or increasing, I pre- 
sume, deposits. 


Mr. Horrman. That’s right. 

Senator Sparkman. At different times you say that these requests 
you would guess were made by this person or that ge'g Was that 
simply supplementing the previous requests that had been made by 
the bank ? 

Mr. Horrman. That’s right. I might explain that in this way: 
That maybe along in January, February, when automobile-license 
funds were coming in, we had more money than we would have had 
back in September, and we wanted to find some place to deposit it so 
it would earn interest. 

Senator Sparkman. Let me go back to one of these banks. . That’s 
the Sonthmoor Bank. You said that both Mr. Hodge and Mr, Hintz, 
I believe, approached you regarding the increase of deposits at that 
bank. Did either one of them tell you at that time that the bank was 
in trouble with the FDIC? 

Mr. HorrmaN. I said, Senator, that either Mr. Hodge or Mr. Hintz 
or both of them, And neither one of them told me that there was any 
trouble at the Southmoor Bank. 

Senator Sparkman. Did not give that as a reason for their need for 
additional deposits? 

Mr. Horrman. No; absolutely not. 

Mr. Watxace. I'd like to get it clear for the record. On the place- 
ment. of these deposits, would you say first of all that your experience 
in the way you have handled the office of the State treasurer has been 
fairly typical of the way this is handled, namely, that, the letters are 
sent to the banks permitting them to make application for these funds? 
You do not have enough funds to go around to give everybody as much 
as they want, so that you have to make a personal decision as to how 
much a bank will get. Is it a fact that you are subjected to an awful 
lot of pulling and hauling in this respect, a lot of people coming to you 
with requests to, “Increase this bank in my district,” or, “Inerease the 
funds of my bank; we’re a good bank; we’re serving a public service,” 
and so forth? Are you subjected to a lot of pulling and hauling on 
that account? 

Mr. Horrman. Well, not as much as you might think, Mr. Wallace. 
The only time that I was subjected to any pulling or hauling was when 
we withdrew the 25 percent; and at that time—if you want to meet 
the bankers of the State of Illinois, you just want to make a blanket 
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withdrawal and you'll meet them—lI think I talked to 400 of them 
inside of 2 weeks. 

Mr. Wauiace. You talked to 400 of them inside of 2 weeks? 

Mr. Horrman. Every one came in with the idea they were the only 
bank that had 25 percent withdrawn. 

Mr. Watiace. This was after they had their funds reduced by 25 
vercent ¢ 
| Mr. Horrman. That’s right. 

Mr. Warzace. Four hundred bankers came to call on you? 

Mr. Horrman. That’s right. I will say this to the credit of the 
bankers. When they found out it was a blanket withdrawal, there 
wasn’t a question raised by any. ‘They all thought when they came 
in they were the only bank picked out to have a withdrawal. They 
came in. That wasa rough time. But under ordinary circumstances, 
you don’t have too much pressure from representatives and State sen- 
ators, and so forth. They have been very, very fine about it, very 
decent about it. 

Now, I have had requests from both sides of the house for increases, 
and I think that my record will—— 

Mr. Wattace. Both sides of what? 

Mr. Horrman. Both sides of the house. We call it “both sides of 
the house” because I mean the Democrat and Republican side of the 
senate and the house. 

Mr. Wattace. You mean in the State legislature? 

Mr. Horrman. Yes. 

Mr. Wautace. Members of the State legislature from both par- 
ties 

Mr. Horrman. That’s right. 

Mr. Wautiace. Have approached you and asked that banks in their 
distriets have their funds increased ¢ 

Mr. Horrman. Yes; and I think you'll find that we proportionately 
have honored the requests of just proportionately as many Democrats 
as Republicans. 

Mr. Wattace. Are you ever informed when a member of the State 
legislature approaches you on behalf of some bank as to whether this 
State legislator is approaching you in a capacity as an attorney repre- 
senting a bank as a client? 

Mr. Horrman. I don’t think I ever had any. 

Mr. Watrace. They don’t make that clear to you # 

Mr. Horrman. I don’t think any of them have ever told me that ; no. 

Mr. Wattace. Do you know if they accept attorney’s fees for mak- 
ing representation to you on behalf of a bank? 

Mr. Horrman. A great many of those that we mentioned now are 
not attorneys, 

Mr. Wauiace, Oh, I see. 

Mr. Horrman. Yes. For instance, Mr. Brydia, and Mr. Harbeck, 
and Mr. Peterson, Mr.— 

Mr. Watace. Are these members of the State legislatures you’re 
talking about ? . 

Mr. Horrman. Yes; but they’re not lawyers. 

Senator Sparkman. Mr. Hoffman, I want to go back to this 25 
percent withdrawal. Did you say that you made that uniform ? 

Mr. Horrman. Right. 
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Senator Sparkman. It was a horizontal reduction of the deposits! 

Mr. Horrman. Right. 

Senator Sparkman. And you made it from all banks alike? 

Mr. Horrman. Right. 

Senator SparkMAN. Were there any banks that were caused any 
trouble by the withdrawal of that fund? How long a period of time 
did it take? How long a notice did they have? 

Mr. Horrman. Well, you have to give them 30 days’ notice. And 
that’s the time that it took—30 days. 

Senator Sparkman. Did it cause any of them to have any trouble, 
any difficulty ? 

Mr. Horrman. No; as I said, Senator—— 

Senator Sparkman. The 30 days’ notice was sufficient? 

Mr. Horrman. Yes. They came in and were perturbed because they 
thought they were the only bank that had the withdrawal, and they 
found out it was a blanket withdrawal and every one of them were 
very fine about it. 

Now, I will say that there was one bank in the State of Illinois that 
we didn’t make the withdrawal from, and that was bank, a small bank 
downstate, that was about 2 years old. And he came in and pointed 
out to me the terrific hardship that it would cause. And that was the 
only bank that we didn’t draw from. 

Senator Sparkman. You know, I suppose that the FDIC checks 

retty carefully the deposit of public funds in their member banks 
asae of this very danger—that is, of the withdrawal and the weak- 
ening effect it might have on the bank structure. Do you not?’ 

Mr. Horrman. Yes. I might say that there are a great many bank- 
ers who—well, some that don’t want any money. And there’s a great 
many bankers that won’t take any more than just that much. 

For instance, as an example, my chief assistant treasurer was the 
president of a bank, and I felt that he didn’t have as much as his bank 
warranted having, and I asked him one day. I said, “Why don’t we 
make a little bigger deposit?” He said, “I don’t want it, because if 
the State ever has to draw it, it might leave us in bad shape if we have 
to sell immediately.” And that’s the reaction of a great many bankers. 

Senator Sparkman. While you were State treasurer you tried to 
maintain as stable a condition on these deposits as practicable? 

Mr. Horrman. Very definitely. 

Mr. Wattace. One of the points we’re pursuing here, Mr. Hoffman, 
since we have gotten less than full cooperation from Mr. Hodge and no 
cooperation from Mr. Hintz or Mr. Epping, is to try to see if we can 
determine how Mr. Hodge was able to get a banker to help him in his 
scheme. We know that Mr. Hodge had the power to close a bank which 
was in difficulty, and we know the Southmoor Bank was in difficulty. 
We know that Mr. Hodge possibly had some influence with respect to 
State deposits, and that is one of the reasons we’re trying to see if the 
existence of these funds at low interest rates or no interest rates might 
be something that the committee should consider. Do you understand 
that ? why we’re looking into it? Now, I’d like to get into—— 

Mr. Horrman. Well, might I say in connection with that again that 
Mr. Hodge had very little influence as to where State deposits were 
made. The only one was the Granite City Bank and possibly the 


Southmoor. 
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Mr. Waxxace. I didn’t mean to imply that you were being used. I 
hope you understand. 

Let’s put it this way: Mr. Hintz thought Mr. Hodge might have a 
lot of influence—— 

Mr. Horrman. Well, that’s possible when 

Mr. Wattiace. And these funds were desired by the Southmoor 
Bank, which was in difficulty and needed deposits at that time. 

Mr. Horrman. That, of course, I did not know. 

Mr. Watxace. Yes. I'd like to ask you about this microfilm system. 
Did you say you instituted the microfilm system ? 

Mr. Horrman. Governor Stratton—or State Treasurer Stratton— 
instituted the microfilming of the warrants as they were received from 
the auditor’s office. 

Mr. Watxace. Can you tell me—do you have any knowledge—as 
to why this microfilming system would have been stopped in January 
of this year? 

Mr. Horrman. I have no idea excepting what I read in the papers. 
I might say, Mr. Wallace, if I might, that one of the reasons that we 
put in this system was that when I became State treasurer or shortly 
thereafter we brought to Springfield a set of bank auditors, and the 
head of it was I’d consider one of the best bank auditors in the busi- 
ness. And they went through our office and set up a businesslike ad- 
ministration. I don’t mean it wasn’t before, but they increased the 
efficiency of the office, and they gave us recommendations, and one of 
the recommendations was this microfilming of checks on both sides. 

Mr. Watuace. Mr. Hoffman, after you left the office, let’s under- 
stand the office of State treasurer. ‘That’s a 2-year term, and you 
cannot succeed yourself? Is that correct? 

Mr. Horrman. That is correct; yes. 

Mr. Wautace. So that after you served your term in 1953-54 you 
were not eligible to run for reelection, were you? 

Mr. Horrman. No; I was not. 

Mr. Watuace. After you completed your term did you accept a 
position in the office of the State auditor? - 

Mr. Horrman. I did. 

Mr. Wauiace. Had you known Mr. Hodge prior to that time? 

Mr. Horrman. You mean prior to the time—— 

Mr. Wauuace. Prior to the time that you accepted this position? 
How long have you known Mr. Hodge? 

Mr. Horrman. I would say about 6 years. The first 4 just casually, 
and then, of course, we campaigned together 4 years ago and I became 
better acquainted with him then. 

Mr. Watiace. Can you tell us the nature of your duties in the audi- 
tors’ office ? 

bee Horrman. Yes; I was in the surplus property department, 
which is—— 

Mr. Wauuace. Did you have a regular office where you worked 40 
hours a week or—— 

Mr. Horrman. No, no; I had a desk in the surplus property depart- 
ment, but my position was to travel around the State and in cases 
where there was a dispute by some State agency such—well, say— 
now, I’m not saying this was true, but we’ll say that Joliet Penitentiary 
just as an example—between them and the boys who were inventorying 
surplus property. It was my job to go there and talk to them and 
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set out the details of the Surplus Property Act fully. And we found 
most of the time that by that approach that everything worked out 
to our mutual satisfaction and that was my job, 

Mr. Watiace. What was the period of your employment in Mr. 
Hodge’s office ¢ 

Mr. Horrman. I think it was March—it was 11 months. March | 
of 1955 to February 1 of 1956. 

Mr. Watuiace. What was your salary while you were there? 

Mr. Horrman. $6,000. 

Mr .Watiace. $6,000 a year? 

Mr. Horrman. Oh, I beg your pardon. $600 a month; $7,200. 

Mr. Wauuace. You worked on the surplus-property program ¢ 

Mr. Horrman. That’s right. 

Mr. Watiace. While you were there did Mr. Hodge ever do any- 
thing which would lead you to suspect what he was getting into? 

Mr. Horrman. No,sir. No. 

Mr. Watiace. Never gave you any reason to believe other than that 
he was performing a good job? 

Mr. Horrman. No. 

Mr. Watxace. Mr. Hoffman, I’d like to ask for your opinion. Do 
you think that the existence of these public funds for deposit at banks 
which the bankers like to have very much constitutes a danger to the 
banks and to society? Do you think that is something that this com- 
mittee should consider ? 

Mr. Horrman. Well, I would say that it constitutes a danger to a 
banker who wants to get too much of it and does get too much of it. 


It constitutes a danger or could constitute a danger if the State had 
to withdraw their funds quickly. And I ee that your thought 


behind the danger to society is the possi 
funds? 

Mr. Wauxace. Well, yes; part of it. 

Mr. Horrman. I could easily see how that could happen; yes, sir. 

Mr. Wauxace. As a matter of fact, the decision as to the placement 
of these funds is pretty much a personal political decision; is it not? 
I think that when we went through these various banks it was usually 
a bank president or a member of the State legislature or a county 
chairman or someone like that who made representation to you to 
make these deposits. I was just wondering if there wouldn’t be a bet- 
ter system for allocating the funds. 

Mr. Horrman. I think there could be. I wouldn’t have the answer, 
but I think there could be a better one very definitely. ; 

Mr. Wauxace. Mr. Hoffman, did Lester Kiick ever work for you 
when you were State treasurer ¢ 

Mr. Horrman. He worked for me for a period of not—I think 
maybe it was 2 months at the very most. 

Mr. Watxiace. When was this? 

Mr. Horrman. That would have been in—— 

Mr. Wauuace. Early 1953? 

Mr. Horrman. That would be when I first took office. From Jan- 
uary 6 to possibly March or somewhere in that time. And the reason 
that he was there was this: That there were about 10 or 12 employees 
in that office, and, as you recall, Governor Stratton was State Treas- 
urer preceding me, and Governor Stratton asked me to keep these 
employees on, not to replace them for a short time until he could place 


le payment for receiving 
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them somewhere in the Governor’s office, and that was the time that 
Mr. Kiick was there with these 8 or 10 or 12 other people. sii 
~ Mr. Wattace. I see. Let me see if I have it straight. Mr. Kiick 
was on when Mr. Stratton was State treasurer. Mr. Kiick worked 
for him. And when you became State treasurer, it was then Governor 
Stratton asked you to hold Mr. Kiick, among others, until he was able 
to place them, and then he did place—— 

Mr. Horrman. Yes; I think about 6 weeks or 2 months. I don’t 
know the exact time. ; 

Mr. Watxace. Do you know where he went? Did he go to the 
Illinois Commerce Commission ? 

Mr. Horrman. Yes. 

Mr. Wautace. At that time? 

Mr. Horrman. That’s right. Well, I don’t know whether he went 
directly there. He’s there now, but I don’t know whether he went—— 

Mr. Wattace. But he never worked for you other than a period of a 
few months at the Governor’s request ¢ 

Mr. Horrman. That’s right. 

Mr. Wauuace. I have some odds and ends of questions. What is 
your opinion with respect to a State auditor owning stock in a bank? 
Do you think that’s a proper thing for him to do? 

Mr. Horrman. No, I wouldn’t think so, any more than a State 
treasurer should make deposits in a bank where he owns stock. 

Mr. Wauace. It’s my understanding you don’t own any stock in a 
bank. Do you? 

Mr. Horrman. I wish I did, but I don’t. 

Mr. WatLace. Would it be proper for you to acquire stock in a 
bank once you were State treasurer ? 

Mr. Horrman. I would say so if I didn’t put deposits in there. 

Mr. Watxace. If you didn’t have any deposits ? 

Mr. Horrman. That’s right. 

Mr. Wattace. The other day we took some testimony from Mr. 
Russell of the Elmwood Park Bank, and he submitted us a list of the 
contributions which the bank had made, and among them were con- 
tributions to Elmer J. Hoffman golf day. Can you tell us about 
the golf day, what it is, what its purpose is, and how much money is 
collected for it, and what is done with the money, that type of thing? 

Mr. Horrman. Yes. In 1953 there was a golf day held in my 


honor. 
Mr. Watuace. In 1953? 


Mr. Horrman. I took office in—yes, that’s right. And it was held 
at the Woodridge Country Club in Du Page County. That’s the 
county in which I live. And they realized the sum of approximately 
$5,500 from that golf day. 

Mr. Waxxace. $5,500 from the golf day ? 

Mr. Horrman. Yes, There was another one in 1954 at the same 
place from which they realized something like $6,500. That money 
was turned over to me, and I placed it in a deposit in the Gary Wheaton 
Bank in Wheaton, IIl., under the name of Elmer J. Hoffman cam- 
paign fund. 

Then in 1955 they wanted to hold another one in my honor, and I] 
turned thumbs down on it because I thought that I was sure that I 
had enough campaign money for this campaign, and the golf day 
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was held in my honor but every cent that was taken from that was 
turned over to the Du Page County Republican Central Committee, 
and that was true of the golf days—— 

Mr. Watxace. Wait. The one in 1955 went to the Du Page—— 

Mr. Horrman. County Republican Central Committee. 

Mr. Wattace. I see. All given to the committee and not to you? 

Mr. Horrman. Not sent to me. The same thing held true of the 
one held September this year. Every cent of it went to the Republi- 
can Central Committee of Du Page County. 

Mr. Wattace. So in all there have been four of these golf days? 

Mr. Horrman. That’s right. 

Mr. Waxxace. And the first one was held in 1953, and they raised 
$5,500, and the second one in 1954, at which they raised $6,500, and 
these funds were turned over to you, and you deposited them in a 
bank in Wheaton, Il., under the name of Elmer J. Hoffman Campaign 
Fund ¢ 

Mr. Horrman. That’s right. 

Mr. Wattace. But the following year, when this golf day was held, 
and the year after that, 1955 and 1956, the entire proceeds were turned 
over to the Du Page County Central Republican Committee? 

Mr. Horrman. That is correct. 

Mr. Wautace. Who solicited for these golf days; who made the 
banks aware of the fact that they were being held ? 

Mr. Horrman. It wasn’t particularly a bank operation. I would 
say that the major percentage of the tickets were bought by the citi- 
zens in Du Page County. 

Mr. Wattace. When a bank such as the Elmwood Bank which did 
contribute, was it the bank which contributed or individuals from the 
bank? 

Mr. Horrman. I wouldn’t know. I did not see either the checks 
or the money. 

Mr. Watuace. I had not realized that this went into a campaign 
fund. I thought it was for some other purpose. The funds went into 
your campaign fund ? 

Mr. Horrman. That is right. 

Mr. Watxace. And some of the money went into the Du Page 
County Republican Central Committee campaign funds? 

Mr. Horrman. That is right. 

Mr. Watace. But apparently the bank had contributed, in the case 
of the Elmwood Park Bank, we don’t know with respect to other 
banks how contributions were made there. Do you think it is a good 
idea for banks which are subject to your decision with respect to State 
funds should contribute to this type of a thing? 

Mr. Horrman. Well 

Mr. Watuiace. Wouldn’t it be a good idea to avoid a bank which 
had so much to gain or to lose from your decisions? 

Mr. Horrman. I don’t know if they made a point of contacting all 
the banks, that I couldn’t tell you, but I would say this, if you were 
to hold a $100 dinner, as my opponent did, or a $50 dinner, it would 
be very much out of place to contact the banks, but here was a golf 
day affair, at $7.50 a plate, where they got a lunch and a dinner, 
played golf, and, in reality, if they attended the affair they were only 
getting their money’s worth. 





ILLINOIS BANKING SITUATION $25 


Mr. Watiace. Do you know how much money was raised in the 
years 1955-56 ? 

“ Mr. Horrman. Yes. It seemed as though when it wasn’t turned 
over to me any more they did better. They made approximately 
$9,000 in 1955, and this year they cleared a little better than $11,000. 

Mr. Wautace. That is a little better than a total of $30,000 over the 
4-year period, but this was all for campaign purposes, was it not? 

Mr. Horrman. Yes; but not for my campaign purposes. Only the 
first 2 years. 

Mr. Wauiace. For your campaign purposes it would be $12,000 for 
the 2 years, but it would be $30,000 for the county’s purposes in the 
years after that? ie 

Mr. Horrman. That is right. 

Mr. Wauxace. The second 2 years, 

Mr. Horrman. That is right. 

Mr. Wattace. Incidentally, you Were talking about the difference 
between this and the testimonial dinner of $150 a plate. I might say 
that the Elmwood Park Bank made no distinction between golf days 
and testimonial dinners. 

Mr. Horrman. The last two, 1955 and 1956, were handled entirely 
by the Republican Central Committee of Du Page County. I doubt 
very much whether any bank or anyone outside of Du Page County 
made any contrioution to speak of at all. 

Mr. Watxace. What was that last? 

Mr. Horrman. I say, I doubt very much whether there was any 
substantial amount that came from outside of Du Page County. It 
was all practically a Du Page County affair. 

Mr. Watuace. Of course, all the information we have on that is 
these Elmwood Park Bank contributions—they contributed every 
year, us I recall. 

Mr. Horrman. 1953, 1954, and 1955. I don’t know about 1956. 

No; I am sure they didn’t contribute. I shouldn’t say I am sure, 
because : a see the record, but I just couldn’t understand that 
they would. 

Mr. Watxace. That shows from the banks’ records, I think. 
August 14, 1954, I guess is when this starts. But this only goes down 


to July of 1956, and it is later, it is after July of 1956 this year, was it 
not ¢ 


Mr. Horrman. Yes; but did they buy tickets in 1955 ? 


Mr. Wauxace. I guess they didn’t in 1955. It was 1954 that they 
bought them. 


Mr. Horrman. Yes. 

Mr. Watxace. At that time they contributed $100. 

Mr. Horrman. That could be, I wouldn’t know. 

Mr. Watxace. I may say that this is the only a record of 


those contributions that was made. They were on 
bank aud not by bankers. 

Mr. Horrman. Yes. 

Mr. Watrace. But, in general, would you say that those who 
solicited funds for you—I don’t think you did yourself? 

Mr. Horrman. That is right. 

Mr. Waxxace. Someone else did it for you. 

Mr. Horrman. That is right. 


e part of the 
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Mr. Wattace. Would you say they should not solicit from banks 


because of your 

Mr. Horrman. I would say it was not—probably it wasn’t ethical. 

Mr. Watxace. It what? 

Mr. Horrman. It wasn’t ethical. 

Mr. Watxace. It wasn’t ethical to solicit from banks because of your 
power over the funds? 

Mr. Horrman. I would put that in the same category as an at- 
torney contributing to a judge or a State’s attorney’s campaign. 

Senator Sparkman. Mr. Hoffman, earlier we had some testimony to 
the effect that banks that received State deposits were required to 
make contributions, and at least 1 witness told us that he saw a man 
with a list of the banks and the contributions they were e ted to 
make while you were serving as State treasurer. Did you have any 
such practice as that? 

Mr. Horrman. You mean—I didn’t understand you quite correctly, 
Senator. You mean they saw that list while I was State treasurer? 

Senator Sparkman. No, I didn’t say while you were State treasurer. 
TI said 1 witness referred at one time—I don’t know who it was actu- 
ally—that he saw a person with a list of banks that had State de- 
posits, and he gave us to understand that it was a requirement that a 
contribution be made by the banks holding the State deposits. Was 
there any requirement of that kind during the time you were State 
treasurer ? 

Mr. Horrman. Absolutely not, and as I told Mr. Wallace the other 
day, I have never asked a man, woman, child, banker, or anyone else 
in the State of Illinois for 1 dime. 

Senator Sparkman. You know, of course, there is a law forbiddi 
national banks from making political contributions. I understan 
there is a State law that goes part way. 

Mr. Horrman. Yes. 

Senator Sparkman. Do you believe that it makes for a sounder 
banking practice to keep banks completely out of the political picture? 

Mr. Horrman. I think it does. 

Senator SparKMAN. Would you recommend that that be one of our 
recommendations for amendment to the banking law? 

Mr. Horrman. I would. 

Senator Sparkman. There was one other instance, and you would 
not be particularly involved with this, but we did have one instance in 
which a bank was sold, had a complete change of ownership and 
management, and the only way the Banking Department of the State 
of Illinois and the FDIC learned of it was from an account published 
in the newspaper. Would you think that a better procedure would be 
for a requirement that if that bank is to be insured, if its deposits are 
to be insured by the Federal Deposit Insurance Fund, that at least a 
notice of that change of ownership and memapoties be given? 

Mr. Horrman. I would think definitely. I would think that would 
be one of the requirements, a definite requirement. 

Senator Sparkman. Thank er very much, Mr. Hoffman. 

Mr. Horrman. Senator, might I thank you for the courtesies that 
have been extended to me, the fact that I was allowed to come in here 
without a subpena, and I want:to say that Senator Fulbright was very 
courteous in the way he notified me to come in, and I appreciate it very 
much. 
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Senator SPARKMAN. We appreciate your cooperation, Mr. Hoffman. 

Mr. Horrman. Thank you. 

Senator SPARKMAN. We are very glad you came and gave us your 
estimony. 
| should like to insert in the record at this point a copy of Mr. Hoff- 
man’s campaign letter to all the banks in the State of Illinois. 

(The letter referred to follows :) 


ELMER J. HOFFMAN 


Republican Candidate for 


State Treasurer 


Dear. Friend: 


As you have recently read in the Press, 
I am a candidate for the office of State Treasurer 
in the coming primary on April 10, 1956. You will 
recall, I was honored by the people of Illinois by 
being elected State Treasurer for the years of 1953 
and 1954, The Press and the public were very kind 
in their comments on my administration. 


Recently I sent out my petitions, but 
purposely omitted sending some to you because I can 
easily understand that in many cases officials of 
banks do not want to enter partisan politics. I also 
realize that it would be unfair to urge banks to take 
a definite stand. 


Because of the very fine relationship 
between the bankers of Illinois and my office while 
-I was State Treasurer, I want you to know personally 
that I am again a candidate. Should the opportunity 
arise where you can put in a good word for me, it 
would be greatly appreciated if you would do so. 


With my very best wishes. 
Sincerely, 


Elmer sDhortiee 


Senator SparkMaNn. We will stand in recess for about 5 minutes. 

(Whereupon a short recess was had.) 

Senator SparkMAN. The committee will come to order. 

Our next witness is Mrs. Carolyn Marshall. Mrs. Marshall, will 
you come around and be sworn, please. 
_ Whereupon, Carolyn Marshall was duly sworn as a witness by 
Senator Sparkman, and was examined and testified as follows: 

Senator Sparkman. Mrs. Marshall, for the record, will you state 
your full name, address, and your present occupation ? 
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TESTIMONY OF MRS. CAROLYN MARSHALL 


Mrs. Marsuati. Mrs. Carolyn Marshall. I reside at 8106 Clyde 
Avenue, Chicago. I am presently the secretary of the president of 
the Southmoor Bank & Trust Co., at 6760 Stony Island Avenue. 

Senator SparKMAN. How long have you been such ? 

Mrs. MarsHa.u. You mean connected with the bank ¢ 

Senator SparkMANn. Connected with that bank? 

Mrs. MarsHatu. Since October 1, 1952. I might add, Senator, that 
the bank is now under new management and is known as the bank of 
proven strength. 

Senator SparRKMAN. Known as what? 

Mrs. Marsuauy. The bank of proven strength. 

Senator SparkMAN. The bank of proven strength ? 

Mrs. Marsuauu. That is right. 

Senator SparkMAN. It sounds like a very good slogan. 

Mrs. MarsHauu. We think so. 

Senator Sparkman. Very good. Mr. Wallace will question you, 
Mrs. Marshall. 

Mr. Wautace. Mr. Chairman, I think it might be a good idea to 
emphasize the fact that we will be talking about the Southmoor 
Bank & Trust Co., but that bank is now under completely new man- 
agement. I think the slogan about the proven strength shows that 
it has come through some pretty trying times, and that the bank is 
now under new management. What we have to say has nothing to 
do with the present bank, the present management of that bank. 

Mrs. Marshall, will you tell us a little bit about that? Have 
you had experience with other banks? 

Mrs. Marsuaun. Yes. I started in the banking business back in, I 
think it was, 1929 in the West Highland State Bank, that was located 
at 79th and Ashland. It was closed along with many others during 
June of 1931. 

Then I was in other companies and then resumed banking in, I 
believe it was, the spring of 1933, at the Chicago City Bank & Trust 
Co., in Chicago. I worked as a secretary to the trust officer there 
from 1933 until I resigned in 1938. Then I was out of the business 
world from 1938 until I went to the Southmoor Bank in 1952. 

I have a son 17 and a daughter 15, and I was out of the business 
world when they were young. 

Then I started in 1952 with the Southmoor Bank. 

Mr. Wattace. Thank you. You became associated with the South- 
moor Bank in 1952? 

Mrs. MarsHau. That is right. 

Mr. Wauiace. What position did you start in at the bank? 

Mrs. MarsHau. Well, when I first came there I was in the consumer 
credit department in connection with automobile loans, personal 
loans, and so forth. It so happens that that particular department is 
in the same section as Mr. Hintz’ office. It is all on that side of the 
bank floor. I remained in that department until the latter part of 
August or the first part of September, 1954, when I became Mr. 
Hintz’ secretary. 

Mr. Wattace. You became Mr. Hintz’ secretary in 1954? 

Mrs. Marsuatu. In September of 1954. 
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Mr. Watuace. Just to make sure for the record, this is Mr. Edward 
A. Hintz? pray 

Mrs. Marswatn. That is right. 

Mr. Watxiace. Who approved the cashing of these phony warrants 
which Orville Hodge cashed at the Southmoor Bank? 

Mrs. MarsHauu. That is right. 

Mr. Watiace. You came to the bank in 1952 and you worked in the 
note section, which was adjacent to Mr. Hintz’ office. 

Mrs. Marswaun. Yes. It was called the consumers’ credit depart- 
ment. 

Mr. Watuace. Consumers’ credit department? 

Mrs. MarsHauu. Yes. 

Mr. Wattace. Did you go directly from there to become Mr. Hintz’ 
secretary ¢ 

Mrs. MarsHaty. Yes; I did. 

Mr. Wauace. This was in 1954? 

Mrs. MarsHauy. In 1954. 

Mr. Watuace. In what month of 1954? 

Mrs. Marsuauu. The latter part of August, about the last week in 
August or the first week in September of 1954. 

Mr. Watiace. Who was Mr. Hintz’ secretary prior to your taking 
this position ? 

Mrs. MarsHauu. At that time it was Miss Jean McGrath, and she 
left the employ of the bank; she was getting married and she was 
married that September, and I took over her position. 

Mr. Wauuace. Did she type any endorsements on checks? 

Mrs. Marsuauu. Did she type any? 

Mr. Wauxiace. Do you know whether she did or not? 

Mrs. MarsHatu. I have no way of knowing, other than I knew 
that Mr. Epping had made trips into the bank. 

Mr. Wauuiace. When did you first meet with Mr. Hintz; when you 
first came to the bank in 1952? 

Mrs. MarsHatu. Yes; he was the gentleman who interviewed me. 

Mr. Watuace. Oh, he interviewed you and hired you? 

Mrs. MarsHauu. Yes; he did. 

Mr. Watxiace. I see. Do you remember when you first saw Mr. 
Epping? 

Mrs. Marswauu. I couldn’t remember the exact date. I knew that 
he would make periodical visits, and I think after maybe he had 
made 1 or 2, Mr. Hintz’s former secretary introduced be to him 1 
afternoon when he came in so that. I did know him, shall I say, prior to 
the time that I became Mr. Hintz’ secretary. 

Mr. Wattace. Did you ever have any conversations with him? 

Mrs. Marsuacn, Just general passing of the time, the weather, 
maybe his family and children, and so forth. Outside of that, nothing. 

Mr. Watxace. What sort of a reputation did he have around the 
bank? Was anybody interested in him at all? 

Mrs. Marsuaxu. Generally speaking, I don’t know whether there 
was any—— 

Mr. Watiace. Was it known that he was on the staff of the Illinois 
State auditor? 

Mrs. Marsuatt, I believe those of us, say, for instance, in the 
front of the bank that had occasion to see him knew that he was 
with the State auditor’s office. 
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Mr. Wattace. Was he considered by those in the bank as a person 
who spoke for the State auditor? I mean, a person who was high 
in the office of the State auditor? 

Mrs. MarswAxu. I don’t think I ever heard any comment made. 

Mr. Waxtace. Any comments that Mr. Epping was Mr. Orville 
Hodge’s right hand man? 

Mrs. Marsuatyi. Well, I heard that expression used once or twice, 
that Mr. Epping was Mr. Hodge’s right hand man. 


Mr. Watiace. Are you acquainted with Mr. Ralph Schlitz? 
Mrs. Marsuauu. Yes; I am. 


Mr. Wauuace. Who is he? 


Mrs. Marsuauu. Well, he is an assistant cashier at the Southmoor 
Bank at the present time. 


Mr. Watxace. Is he the one that cashed the checks which were 
brought by Mr. Epping? 

Mrs. Marsuauu. I would say yes he was, at the direction of Mr. 
Hintz, might I add. 

Mr. Watuace. Mrs. Marshall, can you tell us the first time that Mr. 
Hintz ever brought to you a group of checks and asked you to type 
endorsements on the checks? 

Mrs. Marsnauu. Well, I couldn’t begin to mention a date, but I 
imagine it was shortly after I took over the duties as secretary to him. 

Mrs. Watvace. And this was in August of 1954? 

Mrs. Marswary. 1954. And when Mr. Epping would make his 
visits to the bank, he would see Mr. Hintz, and Mr. Hintz only. I 
mean, it wasn’t a case where a customer would come in and ask, for 
instance, for Mr. Hintz, and then you might say, “Well, Mr. Hintz 
isn’t in, could anybody else take care of you?” It was understood 
that Mr. Hintz took care of Mr. Epping’s transactions, and so forth, 
personally. 

Mr. Watxace. Did that strike you as unusual that he would see 
no one other than Mr. Hintz, or is that a usual thing in a 

Mrs. MarsHatu, No;-it didn’t make any impression on me at all. 
Mr. Hintz always seemed to know just about the time, and so forth, 
that Mr. Epping would make his call, and he would receive a tele- 
phone call. If Mr. Hintz was leaving the bank for any reason, he 
would always mention to me that he would be back Mr. 
Epping was coming in, or, “If Mr. Epping comes and I am not here, 
just have him take a seat and wait for me,” and that is what would 
happen. 

e Watxace. He would tell you to tell him to wait, “I will be 
back shortly”? 

Mrs. MarsHaty. Yes. 

Mr. Wattace. Were you Mr. Hintz’ appointment secretary as well 
as general? 

Mrs. Marswaty. Yes. : : 

Mr. Wautace. You kept his appointments. What did your duties 
consist of while you were Mr. Hintz’ secretary ? 

Mrs. MarsHaty. Well, all of his dictation—— 

Mr. Wauace. Dictation. : ; 

Mrs. Marsuaut. And when I took over the duties as his secretary, 
he was then executive vice president of the and this work 
entailed the approval, and so forth, of notes, and there were credit 
files, memorandums on credit files; all of his personal work, and then 
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Mr. Hintz had many outside activities, the Dlinois Athletic Club and 
boxing and the CYO, and many others, and that also would be 
included in my work. 

Mr. Watxace. I would like to say, Mrs. Marshall, any time you want 
a drink of water or a cigarette, you may have it. 

Mrs. MarsHauu. Well, a cigarette maybe, but not water. Thank 

jou. 
; Senator SparkMAN. Mrs. Marshall, how often would Mr. Epp'ng 
come in; how many times did he come in? 

Mrs. MarsHaun. Well, I have been asked that question before, Sen- 
ator, and there was no—it wasn’t a monthly visit or a weekly visit. 
There would be no reason—— 

Senator SparkMAn. No regularity? 

Mrs. MarsHaty. No; no reason for my even trying to remember. 

Senator SPARKMAN. Was it fairly uently ? 

Mrs. MarsHauu, At times he would make frequent appearances and 
then there might be a lapse of time where he wouldn’t come into the 
bank, 

Senater Sparkman. How many times did Mr. Hintz ask you to 
type an endorsement on the back of a check? 

' Mrs. MarsHany. Well, I couldn’t say the exact number of times, 
but I would say very frequently. 

Senator SPaRKMAN. Several? 

Mrs. MarsHau. Yes. 

Senator Sparkman. A dozen; a dozen times? Approximately, I 
mean, 

Mrs. Marswatu. Oh, it would be more than a dozen times, I am 
sure, Senator. And it wasn’t always the same amount. 

Senator SpaRKMAN. Was it always, the name he asked you to type 
on that was always the same name as the payee of the check? 

Mrs. MarsHau. Yes, and along with the name of the payee of the 
check there would always be “for the deposit and credit of,” and then 
the name of the payee of the check. 

Senator SpaRKMAN. That would be typed on there ? 

Mrs. Marsnatx. Would be typed on the reverse side of the check, 
where ordinarily an endorsment would appear, where you make an 
endorsement, 

Senator SparkMAN. Would the payee have a deposit in that bank ? 
Did you know the payee each time? 

Mr. MarsHauu. Did I know the payee each time? 

Senator SparKMaAN. Yes. 

Mrs. MarsHatn. No, I did not. 

Senator SparKMAN. Did you ever? 

Mrs. MarsHauy. The only one I ever knew that had an account at 
the bank was the Fabric Crafts sales account. 

Senator Sparkman. And that set forth, that said, “For the deposit 
and account of” ? : 

Mrs. MarsHauu. “For the deposit and credit of” that particular 
account, 

Senator Sparkman. That particular payee had an account in the 
bank ? 

Mrs. Marswaty. That I never knew. 

Senator Sparkman. I thought you said—— 
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Mrs. MarsHaty. No, the Fabric Crafts. 

Senator SpaRKMAN. That was the only one you know? 

Mrs. MarsHatu. That was the only one I knew of. 

Senator Sparkman. Do you know whether or not that check was 
deposited to the account of that particular payee? 

Mrs. MarsHaus. No, I had no further business—I had no further 
business with the transaction, Senator, other than to return the check 
to Mr. Hintz, and what disposition or what happened to it after that, 
I would have no occasion to know. 

Senator Sparkman. Did Mr. Hintz ever make any statement as to 
why he was asking for this unusual type of endorsement ? 

Mrs. MarsHauu. No. 

Senator Sparkman. He just simply handed it to you and asked 
you to do it ? 

Mrs. MarsHau. He would open the window and hand out the check 
or checks. Sometimes there were quite a few, and at first, when he 
first took over, he would mention—he did mention, “Use the phrase 
‘for the deposit and credit of’ and then use the payee’s name.” And 
then as time went on he would just hand them out and request the 
usual endorsement, which by that time I knew. 

Mr. Wauace. Did he instruct you to endorse the check in this 
fashion, that is, for the deposit and credit of? 

Mrs. MarsHatu. Yes, he did. 

Mr. Wattace. And then you would copy in the precise name which 
appeared on the front of the check ? 

Mrs. MarsHauu. Exactly the way it appeared. 

Mr. Wauuace. After the words, “For the deposit and credit of”? 

Mrs. MarsHay. Yes. 

Mr. Wauiace. What did you think of this procedure? Did you do 
this on any other checks than these State checks ? 

Mrs. MarsHaru. Not that I can recall; no, sir. 

Mr. Watuace. Did you have any feeling that that was an unusual 
way of endorsing a cheek? 

Mrs. MarsHauu. Well, since the exposé, yes. At the time I had 
no feeling one way or the other, simply because I didn’t know what was 
going on. I had never been told or it had never been discussed 
with me. 

Mr. Watuace. Is your general feeling for a reason that you might 
not know anything about that, the fact that Mr. Hintz was executive 
vice president of the bank, after all ? 

Mrs. Marsuatu. Definitely. 

Mr. Wattace. And he must know what he was doing. How many 
years experience had Mr. Hintz had? 

Mrs. Marsuanu. Forty-eight years of experience. 

Mr. Wattace. Forty-eight years of experience, and he ought to 
know what he was doing. 

Mrs. Marsuatu. That is right. 

Mr. Wattace. That was your feeling ? 

Mrs. Marsuau. Definitely. 

Mr. Watxace. Did you ever discuss these checks with Mr. Schlitz? 

Mrs. MarsHatu. Discuss them at great.length ? 

Mr. Wattacr. I mean, Mr. Hintz would hand you the checks, ask 
you to type the endorsement on them, which you would do on your 
typewriter. 
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Mrs. Marsuary. That is right. 

Mr. Waxtace. Then what would you do? / 

Mrs. Marsnati. Then I would return them—well, Mr. Hintz’ office 
would be something like this; I am directly outside of the office. There 
isa sliding window right alongside, so that this window can be opened 
or closed. If the window, which was usually closed—I would grab 
and open the window and return the checks to him. Then he in turn 
would say, “Have Ralph come to my office”—Ralph is Mr. Sehlitz— 
and I would either call to Ralph—he wasn’t too far from my desk— 
or get up and get him and bring him back, ask him to come back, Mr. 
Hintz wanted to see him, and then he would come in, turn, leave, and 
I usually—not on every occasion, on frequent occasions, I saw Mr. 
Schlitz give Mr. Hintz cash. It was always directly to Mr. Hintz. 

Mr. Wattace. Do you know where he got the cash ? 

Mrs. MarsHatu. Do I know where he got the cash ? 

Mr. Watatace. Was it out of the bank’s till, the bank’s cash? 

Mrs. Marsnatu. It could have been; it could have been out of the 
envelope, I don’t know where it came from, 

Mr. Wauuace. I am not talking about the Hodge checks. 

Mrs. MarsHaLu. Yes. 

Mr. Wautace. I am talking about the State warrants. That money 
came out of the banks’ money, not the envelope, because it went into 
the envelope. 

Mrs. Marswaty. Well, I assume he got it—I don’t know where he 
got it, whether he went to the teller. 

Mr. Watzace. He got the money. You didn’t see where he got 
the money. 

Mrs. MarswHatu. No. All I saw was he came back and handed the 
cash, always to Mr. Hintz. He never handed the cash to me. He 
never handed it directly to Mr. Epping. He handed it directly to 
Mr. Hintz. 

Mr. Watxace. It all went to Mr. Hintz? 

Mrs. MarsHaty. That is correct. 

Mr. Watiace. Was this an amount of very much money he would 
have; was there any secret about this? He just walked up in front 
of everybody and handed him $100,000? 

Mrs. MarsHauu. I never really paid any attention. 

Mr. Wattace. You didn’t pay any attention? 

Mrs. MarsHauy. No. 

Mr. Waxuiacg. Did you ever note the amount these checks were for 
that you endorsed ¢ 

Mrs. Marsuatt, No; I never paid any attention to the amounts 
either. The only thing I was interested in was typing the name of 
the pote correctly on the back of the check. 

‘ Mr, Wattace. If there had been a false endorsement you wouldn’t 
now it? 

Mrs. Marsuarn. I am afraid not. 

Mr. Wauiace. Of course, they were all false endorsements, anyway. 
Were you aware of the existence of the envelope with the money in it? 

Mrs. Marsuauu. If I recall correctly, I remember at one time seeing 
this envelope, but I never paid—— 

Mr. Wauziace. In Mr. Schlitz’ cage? 


Mrs. Marswatu. I never paid any attention to it or realized it at 
that time. 
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Mr. Wauuace. Was it ina box? 

Mrs. MarsHauu. It was in a steel cash box. 

Mr. Wauiace. How big a box was it? 

Mrs. Marsuaty. Like that [illustrating]. It had sort of a handle 
in the middle, 

Mr. Wattace. About 18 inches by. 

Mrs. MarsHauy. About like that [illustrating]. 

Mr. Watuace. A steel box? 

Mrs. MarsHaxw. Steel; yes. 

Mr. Wattace. If you saw it, it must not have been hidden. 

Mrs. MarsHatx. Oh, it was never hidden. 

Mr. Wautace. Can you understand how a State or an FDIC exam- 
iner could go through a cage and miss that envelope? 

Mrs. MarsHauu. Well, it wouldn’t be—— 

Mr. Wattace. It wasn’t hidden; was it? ; 

Mrs. MarsHauu. No; it wasn’t hidden, and it was in the box. Of 
course, it wasn’t in the till, the money that the tellers worked with. It 
was in a separate box, but the box 

Mr. Wattace. It was in the cage? 

Mrs. MarsHaty. It was in the cage, It is always in the cage, and 
I think it is removed at night along with the other big collateral truck, 
and so forth, that is in connection with the notes cage, and brought 
downstairs in the vault. Now, whether they would ever question it, 
I don’t know. 

Mr. Watxiace. What color was the envelope? 

Mrs. MarsHaty. Well, some say it was brown and some say it was 
white. I saw a white one. Maybe the one I saw wasn’t the one in 
question. 

Mr. Wautace. I think Mr. Schlitz stated there was a white envelope 
placed inside the brown envelope. 

Mrs. Marsuauu. Is that it? 

Mr. Wautace. The one you saw was white. 

Mrs. Marsnatu.. I thought it was white. 

Mr. Watxace. How big an envelope was that? 

Mrs. Marsuati. Just an ordinary envelope, letter size, just a little 
larger than letter size. 

Mr. Wauuace. Were you aware of this special account, the way it 
was handled, that regular bank checks would be written éinined by 
Orville or Margaret Hodge, and they would clear, come through to 
the bank, and if one of these checks came out and Orville and Margaret 
Hodge had no account there, and these people were under instructions 
to — the checks to Mr. Schlitz? Did you know of that arrange- 
ment 

Mrs. Marsnauy. No; I knew nothing of it. 

Mr. Waxtace. They never went directly to you; they went directly 
to Mr. Schlitz or Mr. Hintz? 

Mrs. Marsuatu. Or Mr. Hintz. 

Mr. Watxace. Now, Mrs. Marshall, a little more than 6 months ago 
there were 6 of these checks cashed in the bank. Do you recall that! 

Mrs. Marswati. Six months ago? 

Mr. Wattace. April 10, 1956. 

Mrs. Marsuatn. Yes; I believe Mr. Epping was in the bank in the 
spring. 
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Mr. Wattace. Do you remember the name of Philip C. Corrado & 
Yo. ? 
: Mrs. MarsHauu. Yes, sir; I do. 

Mr. Watxace. That was one of the names you typed on the back 
of the checks? 

Mrs. MarsHAtu. That was one of the names I typed; yes. 

Mr. Wautace. On that check, there was a check to Philip C. Corrado 
in the amount of $8,319.45. 

Mrs. MarsHati. The amount meant nothing to me. 

Mr. Wautace. You didn’t pay any attention to the amount? 

Mrs. Marsuatn. No. 

Mr. Wattace. Do you know the name “William Lydon”? 

Mrs. MarsHauu. Yes, I do. 

Mr. Wautace. Were checks made out in his favor? Did you en- 
dorse the checks on that? 

Mrs. MarsHa.u. I don’t recall typing the endorsement of Mr. Lydon, 
although I do recall typing the endorsement of his company, the 
Fabriccraft Sales Co. 

Mr. Wattace. This particular check we have was not a typewritten 
endorsement by Mr. Lydon. I guess they weren’t all typed endorse- 
ments. Some of them were forged, or you don’t know about that? 

Mrs. MarsHauu. I don’t; no. The ones I typed I am able to recog- 
nize, because it so happens I have an electric typewriter and the type 
is different than a standard typewriter. 

Mr. Watxace. Do you remember the name “Office Supply & Equip- 
ment Co.” ? 

Mrs. MarsHati. No, 

Mr. Wautace. Maybe that was one that was signed elsewhere. 
What were some of the names on the checks that you typed the en- 
dorsementson? Fabriccraft, was that one? 

Mrs. MarsHauu. Fabriccraft Sales. 

Mr. Wautace. Steelograph, Inc. ? 

Mrs. Marsal. Stestearenh, Inc. 

Mr. Watzace. Wood River Printing & Publishing Co. 

Mrs. Marsuaun. Yes, sir. 

Mr. Watxace. Reuter Business Systems? 

Mrs. Marsuauu. Yes. 

Mi EAA Do you recall typing the endorsement of Elmer B. 
Bretz 

Mrs. Marsuauu. Yes, I do. 

we 1 Ae, But you don’t recall the amount on any of these 
checks 

Mrs. Marswaun. No. 

Mr. Wattace. Do you recall the name “J. Roy Browning”? 

Mrs. Marsuaun. Well, I heard the name “J. Roy Browning.” 

Mr. Watace. But that wasn’t one you typed? 

Mrs. MarsHauu. I wouldn’t want to say it was in association with 
the warrants. 

Mr. Watxace. In general, it was, as I understand it, the typed en- 
dorsements were usually names of companies. Did you ever type the 
endorsement of an individual? 

Mrs. MarsuHauy. Well, there was Elmer Bretz. I can’t remember 
any others offhand. 

Mr. Wattace. Elmer Bretz. Do you know who he is? 
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Mrs. Marsuaru. Well, I have since been informed. 

Mr. Watwace. A Springfield contractor ? 

Mrs. Marsuauu. I have since found out through the papers. 

Mr. Watxace. Are there any other names that you can remember, 
personal names, I mean, besides Elmer Bretz? 

Mrs. Marsuau. I can’t recall whether it is P. or Philip Corrado. 
That was another name. 

Mr. Wauuace. Philip C. Corrado? C-o-r-r-a-d-o? 

Mrs. MarsuHauu. Yes. 

Mr. | Wahaven: And company. Didn’t that also have “and com- 
pany”? 

Mrs. MarsHatu. I don’t know. 

Mr. WatiAce. What about David M. Saltiel, S-a-1-t-i-e-]? 

Mrs. Marsuaty. I don’t remember that. 

Mr. Wauiace. Getting back to companies, do you recall Continental 
Electric Construction ? 

Mrs. MarswHau. Yes, I do. 

Mr. Wauxace. Lincoln Radiator & Auto Parts? 

Mrs. MarsHatn. Yes. 

Mr. Wauace. How about the C. & E. Insurance Co. ¢ 

Mrs. MarsHaui. Company, yes. 

Mr. Watxace. Ernest J. Hochfelder & Co. 

Mrs. Marsuaiyi. That doesn’t 

Mr. Watiace. Were you always given checks on which you were 
asked to type the endorsement when Mr. Epping came to the bank ? 

Mrs. MarswHary. Yes; I was. 

Mr. Waxxace. In other words, to the best of your recollection, every 
time Mr. Epping came to the bank at some point you were asked to 
type endorsements on the back of checks ¢ 

Mrs. Marsuauu. It usually entailed the typing of endorsement of 
one or more checks. 

Mr. Watuace. This occurred, you say, more than a dozen times. 

Mrs. Marsan. Oh, yes. 

Mr. Watuiace. And you don’t recall when it first occurred. 

Mrs. Marsuaty. The exact date, I couldn’t. 

Mr. Watsece, It was very shortly after you became Mr. Hintz’ sec- 
retary ¢ 

Mrs. Marsnaun. I would say it was very shortly after I became a 
secretary ; yes. 

Mr. Wautace. To your knowledge, you don’t know whether Mr. 
Hintz’ previous secretary had done this type of thing. 

Mrs. MarsHatu. I wouldn’t know. 

Mr. Wattace. What was your impression of Mr. Hintz ? 

Mrs. Marsuati. What was my impression of Mr. Hintz? 

Mr. Watiace. Was he a good boss or was hea slave driver? 

Mrs. Marsuars. No; he was a wonderful boss. 

Mr. Watxace. He was a good boss. 

Mrs. MarsHauu. Very highly respected. 

Mr. Watuace. Kindly? 

Mrs. Marsuatn. Very kindly. At least, that was my impression of 
him. Very highly respected in the community, in fact, throughout the 
country; very civic minded; did a lot of good work in boys’ clubs and 
so forth. 
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Mr. Waxtace. When did you first learn that there might be some- 
thing amiss in this situation ? 

Mrs. MarsHauu. Well, when it came out in the papers. 

Mr. Watxace. In July this year ¢ 

Mrs. Marsuatu. In July this year when they——— 

Mr. Wattiace. How about when they first started—began to look 
into Mr. Hodge’s office itself; did anything occur to you then? That 
was in June, I believe. 

Mrs. Marsuauy. Well, when it first—when the story first came out, 
if I remember correctly, it was in connection with payroll affairs, and 
it seemed as the days went on that there were several employees in 
the State that were asked to resign, and so forth, and then the next 
recollection I had was the appearance in the newspapers of the alleged 
forged warrants. 

Mr. Watiace. This was in early July. 

Mrs. MarsHauy. That was in early July; yes. And then they hap- 
pened to show pictures of warrants and I recognized the typed 
endorsements. 

Mr. Wattace. You recognized the typing, that you had typed the 
endorsements ¢ 

Mrs. MarsHatu. That I had typed; yes. 

Mr. Wattace. What did you think then ? 

Mrs. Marsuaun. Well, the only reference I made to Mr. Hintz was 
that 

Mr. Wattace. I mean, what did you think when you saw in the 
newspaper 

Mrs. Marswatn. I really didn’t know what to think. 

Mr. Watxace. You didn’t think anything because you wanted to 
talk to Mr. Hintz first? 

Mrs. MarsHatn. No, I don’t mean that. I mean I—at the time I 
don’t think I was the only one that was confused or in the dark, be- 
cause this was definitely before the time of the exposé, let us say, and 
I still had no knowledge of what had happened or any of the circum- 
stances surrounding any of the transactions, and I did mention to 
Mr. Hintz that he was—— 

Mr. Watxiace. Wait a minute. What time of the day was it that 
you saw this in the newspapers? Was it in the evening? 

Mrs. Marswauy. It was in one of the evening papers and then it 
was the following day. ° 

Mr. Watxace. So you went to bed that night and got up the next 
morning. Did this bother you any ? 

Mrs. Marsuauy. No; I can’t say that it bothered me any. 

Mr. Watiace. Then you asked Mr. Hintz about it 'the next morning 
when you went to wiek € 

Mrs. Marswauu. Words to the effect that there seemed to be quite 
a bit of publicity, and so forth, and he said well, it would all be 
straightened out and it was—I just forget his exact words, as to what 
reference he made. It was just to the effect that it would all be for- 
gotten about and would die down, or something like that. 

_ Mr. Wattace. He led you to believe that there was a mess but that 
it would straighten itself out. 

Mrs. Marsuarn. Yes. 

Senator Sparkman. Was there any particular reference to these 
endorsements that you typed? Did you mention that to Mr. Hintz? 

83551—56—pt. 238 
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Mrs. Marswauy. No; I don’t think I mentioned the fact that I had 
recognized the endorsements made on my machine. I know that I 
never made mention of that to him. 

Senator SparKMAN. At that time the matter was in queen though, 
regarding these particular warrants, wasn’t it? I believe you said 
the papers had reproduced the endorsements on the warrants. 

Mrs. Marsuaun. Yes. 

Senator SparkMAN. Had you ever before that time had any serious 
doubts as to what might be going on ? 

Mrs. MarsHatu. No, Senator, I don’t think I ever did have any 
serious doubts. : 

Senator SparkMAN. You were just following instructions. 

Mrs. MarsHauu. Just merely following instructions. As I said be- 
fore, I knew nothing whatsoever about their business dealings while 
they were together in the bank. I was never asked to come in to—— 

Senator Sparkman. Record any conservation or anything of that 
kind? 

Mrs. MarsHat. Be included in any of their discussions; no, none 
whatsoever. 

Senator Sparkman. Did you ever discuss this matter with Mr. 
Schlitz? 

Mrs. MarsHauy. Generally speaking, no. The only time I think that 
it was ever discussed was the day that Mr. Schlitz made the trip to the 
airport, because I had typed the letter of introduction to the bank when 
Mr. Schlitz made his trip downtown to the bank, and I knew that he 
was going down to the bank, and I also knew that he was going to meet 
Mr. Epping. That is as far as my knowledge of the situation went 
at that time. 

Senator Sparkman. Except that you said a few minutes ago that 
you had seen that Mr. Hintz, I believe, had always insisted that these 
checks be handed to Mr. Schlitz for handling and Mr. Schlitz would 
get the money and go back and hand the money to Mr. Hintz. 

Mrs. Marsnaun. Yes. 

Senator Sparkman. Did you not? 

Mrs. MarsHatu. That is right. 

Senator Sparkman. Did that not arouse any questions in your 
mind that things—that that was a little strange way to be handling 
an account ¢ 

Mrs. Marsuauu. There is no doubt about it that it entered my mind 
that it might be a strange way, but I didn’t—— 

Senator Sparkman. You never wondered why; you did not con- 
nect it with Mr. Epping’s visits? 

Mrs. MarsHaru. No. 

Mr. Watace. Do you recall when it was you typed this letter of in- 
troduction for Mr. Schlitz? 

Mrs. Marsuauu. No; I don’t remember the exact date; no. 

Mr. Watace. Was it about October last year? 

Mrs. MarsHatn. Could be. 

Mr. Wattace. Did you know what Mr. Schlitz was going to do 
before you had read it in the newspapers? At that time did you 
know what he was going to do, that he was giong to meet Mr. Epping’ 

Mrs. Marsuatt. I did know he was going to meet Mr. Epping; yes. 

Mr. Wauxace. On this letter of introduction, did it state the amount 
that he was to draw from the bank? 
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Mrs. Marsuatt. I am sure it did. I don’t recall the amount, but I 
know that the amount was mentioned. — 

Mr. Wattace. I think Mr. Schlitz said 85,000. 

Mrs. MarsuAt, Eighty-five thousand ; it could very well have been. 

Mr. Wautace. Did this impress you, the fact he was going down to 
take $85,000 out of the bank and oe to Mr. Epping? Did you 
know that is what he was going to do with it? 

Mrs. Marsuatt. No. I knew he was going to meet Mr. Epping. I 
did not know about the cash transfer, let us say. I knew he was go- 
ing down to meet Mr. Epping and that while he was at the airport 
waiting for Mr. Epping, Mr. Epping phoned from Springfield to 
inform us that he was going to be detained and that Mr. Schlitz should 
remain at the airport, however late it might be, and wait for him. 

Mr. Wattace. Mr. Chairman, I think that Mr. Schlitz’ testimony 
occurred on the first day of our hearings when you were not here. 

Senator SparKMAN. I think it did. 

Mr. Wautace. I would like to explain very briefly what happened in 
that particular situation. 

Mr. Schlitz, who was the note teller at the Southmoor Bank who 
cashed the checks after thay had been approved by Mr. Hintz, on one 
occasion was called into the office by Mr. Hintz and told to meet Mr. 
Epping at the Meigs Field, which is the airport just off the loop, and 
he asked Mrs. Marshall to draw up a letter of introduction so that he 
could go to the First National Bank and get $85,000 which was on 
deposit for the Southmoor Bank. 

Mrs. Marsuauu. That is right. 

Mr. Wauxace. As I understand it, Mrs. Marshall typed the letter of 
introduction, which was signed by Mr. Schlitz, and he drove downtown 
to the airport and waited for Mr. Epping to arrive. Then when Mr. 
Epping did arrive, he arrived with Mr. Hodge and Mr. Victor Struppa, 
and Mr. Struppa drove them in Mr. Hodge’s limousine to the loop and 
to the bank and there he let Mr. Epping and Mr. Schlitz off and they 
together went up to the First National Bank to see, I think it was, Mr. 
Bartling, and after looking at the letter Mr. Bartling looked at Mr. 
Schlitz’ signature again to make sure it was the same, and he gave him 
$85,000. Mr. Schlitz took this $85,000; they went back to the car and 
drove back to the airport and Mr. Schlitz gave this-envelope with the 
$85,000 in it to Mr. Epping in return for some of these warrants, which 
later proved to be fraudulent. 

That is the incident I wanted you to know about, so you could know 
what we are talking about, when we talked about Mr. Schlitz going to 
the bank, and so forth. 

Mrs. Marshall, is it an ordinary thing for someone to go down to 
the bank and pick up $85,000? For money of that amount, isn’t it 
the usual procedure to have it delivered in a Brink’s truck? 

_ Mrs. Marsuat. I would say it would be the usual procedure to have 
it delivered ; yes. 


Mr. Wattace. Did you think this was unusual at the time you typed 
up the letter of introduction ? 
Mrs. MarsHaty. Well, at the time I typed up the letter of introduc- 


— I ee know the circumstances of the meeting at the airport, and 
so forth. 


Mr. Watxace. But you did know Mr. Schlitz was going to meet 
Mr. Epping. 
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Mrs. Marsuaun. Yes. 

s Mr. Was.ace. Did you know he was going to give the money to Mr, 
“pping ¢ 

Mrs. MarsuHauu. No; I didn’t know then. 

Mr. Wauiace. All you knew was that Mr. Schlitz was going to meet 
Mr. Epping, that he was going to pick up $85,000, but beyond that you 
didn’t know. 

Mrs. Marsuau. I didn’t. 
aise Wattace. Do you remember when Mr. Schlitz returned to the 
yank ¢ 

Mrs. MarsHauz. Yes; he returned that afternoon, I don’t recall the 
exact time, and—— 

Mr. Wattace. I was wondering if the checks which he brought back 
with him, which he had exchanged for the $85,000, whether they were 
already endorsed ¢ 

Mrs. Marsuaty. That I couldn’t say. 

Mr. Wauxace. You did not endorse those? 

Mrs. Marsuauv. I don’t know. It is possible I could have, but I 
don’t recall doing it. 

Mr. Waxuace. Do you remember a Bert Allison & Co.? 

Mrs. MarsHauy. Bert Allison ? 

Mr. Wautace. Did you type any endorsement for Bert Allison & 
Co. ¢ 

Mrs. MarsHaut. The name sounds familiar; yes. 

Mr. Watxace. Do you remember the name ivnrold Crost, C-r-o-s-t! 

Mrs. MarsHauu. No; I don’t. 

Mr. Watxace. I think that is all. 


Senator SparkMAN. Mrs. Marshall, testimony has been presented to 
us before that $46,000 worth of these vouchers or checks were eeeewied 


to the bank at the very time that there were from 12 to 15 FDIC ex- 
aminers in the bank. Do you recall that incident? 

Mrs. Marsuauy. Well, I know the one visit that Mr. Epping made 
to the bank that the FDIC examiners were there. 

Senator Sparkman. One trip that he made to the bank? 

Mrs. MarsHa.t. In the spring of this year. 

Senator Sparkman. About April 9 or 10% 

Mrs. Marsmauu. Yes. 

Senator Sparkman. We havea list of checks here totaling $46,344.45 
to different payees, Philip C. Conado—— 

Mrs. Marsuauy. Corrado; Philip C. Corrado & Co. 

Senator Sparkman. Hillian & Betten Co., William Lydon, Morris 
Alexander, Mackenzie Evans & Co., and Office Supply & Equipment 
Co. Do you recall those various payees ? 

Mrs. Marsuauu. Several of those names I recall, Senator. I don’t 
know whether it was in this particular time or a previous time that 
they had been typed. 

Mr. Wauace. Mrs. Marshall, I want you to know how much we ap- 
preciate your coming down here, because we had not originally planned 
on calling you. We were hopeful of getting information from Mr. 
Hintz or Mr. Epping or Mr. Hodge, but Mr. Hodge was less coopera- 
tive and we got no information from Mr. Hintz or Mr, Epping, so I 
hope you will understand our attempt to find out information around 
them, so to speak. 
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Mrs. MarsHAx. I understand. 

Senator SparkKMAN. We appreciate your cooperation, Mrs. 
Marshall. 

Mrs. MarsHauu. Thank you. 

Senator SPARKMAN. You are excused. 

Senator SpARKMAN. The committee will now stand in recess until 
10 o’clock Thursday. There will be no hearing tomorrow. On Thurs- 
day the first witness will be Governor Stratton. 

I will say that Senator Fulbright will be back at that time, the chair- 
man of our committee, and will take over the responsibility of con- 
ducting the hearings. The committee is recessed. 

(Whereupon, a recess was taken until Thursday, October 18, 1956, 


at 10 a. m.) 


x 
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THURSDAY, OCTOBER 18, 1956 


Unirep Srates SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Chicago, Ill. 

The committee met, pursuant to recess, in room 209, Federal Court 
Building, at 10:10 a. m., Senator J. W. Fulbright (chairman of the 
committee) presiding. 

Present: Senator Fulbright. 

Also present: Robert A. Wallace, staff director, Matthew Hale, 
counsel; J. H. Yingling, chief clerk; and James Bb. Cash, Jr., staff 
member. 

The Cuarrman. The committee will come to order. 

Our first witness this morning is Governor Stratton. 

Will you ask Governor Stratton to come in, please? 

Governor, you don’t object to these people taking a picture, do you ? 

Governor Stratrron. Not at all. In fact, we’re not charging today, 
Senator, for that privilege. 

The Cuatrrman. Governor, it’s customary for all the witnesses be- 
fore this committee to be sworn. Do you have any objection to being 
sworn ? 

Governor Srratrron. Not at all. 

Whereupon William G. Stratton, Governor of the State of Illi- 
nois, was duly sworn as a witness by the chairman, and was examined 
and testified as follows : 


TESTIMONY OF WILLIAM G. STRATTON, GOVERNOR OF THE STATE 
OF ILLINOIS 


The Carman. Please be seated. 

I have a very short statement just by way of introduction, and then 
you may proceed, 

This is a continuation of the committee’s investigation into the 
Illinois banking situation and other matters under the committee’s 
jurisdiction, 

This investigation arose out of the discovery that the auditor of 
public accounts of Illinois, the official charged with responsibility 
for chartering and supervising State banks, had stolen a sums 


of State money. Preliminary investigation disclosed that. Mr. Hodge 
accomplished this through a State bank insured by the Federal De- 
posit Insurance Corporation, and that his activities in connection with 
another State bank insured by FDIC wound up with Hodge owning 
about a third of the new bank. Other problems related to the opera- 
tion of the FDIC—the thoroughness of examinations, the degree of 
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reliance on State supervision, the adequacy of FDIC laws and Pe 
cedures in emergency cases—all made it clear that a thorough look 
at FDIC operations and the related State operations was needed. 

Under our dual banking system, the Federal Government charters 
and supervises national banks, and the States charter and supervise 
State banks. The Federal Deposit Insurance Corporation insures 
deposits of both national and State banks. The FDIC is a Federal 
agency, directly supported by the premiums paid by the insured na- 
tional and State banks all over the country. The FDIC has a $3 bil- 
lion drawing account on the United States Treasury and, of course, 
there is an unlimited moral commitment on taxpayers generally in 
the event of extraordinary losses. 

The testimony the committee heard in Washington disclosed real 
problems in the operations of FDIC with respect to State banking sys- 
tems. The FDIC relies to a great extent on the supervision of the 
State authorities, and in some of its operations is at the mercy of the 
State authorities. In one case, for example, it was shown that a new 
bank was permitted to open with less capital than the FDIC examiner 
thought was needed because the State authority was able to exert great 
pressure on FDIC. 

At the same time, there is real danger that the State authorities may 
relax their vigilance because of FDIC supervision, and because FDIC 
seems to be all too willing to assume all the liabilities any time a bank 
becomes involved. 

The basis for FDIC’s reliance, and the reliance of depositors in all 
the States, is weakened when the State supervisory authority is lax 
or inefficient; and it breaks down completely when the State super- 
visor himself is a thief, and himself steals large amounts of public 
money through the compliant cooperation of a subservient banker. 

The situation in Illinois is fortunately not too common, and we can 
hope it will never happen again. But the depositors of the entire Na- 
tion, and the taxpayers of the entire Nation, have a right to demand 
that proper procedures be established to prevent future occurrences 
of this sort. 

It may be that the Federal Government may have to exercise more 
control over State banks insured by FDIC. I should be sorry to see 
such a change of emphasis in the dual banking system, but it would 
not be the first time the Federal Government has had to take over what 
was formerly a State function because the State government had failed 
to live up to its responsibilities. 

Or the opposite choice may have to be made. FDIC may have to 
stop insuring the deposits of State banks, at least those State banks 
where the State supervisory authority is too weak to justify reliance. 

These are major questions, and it is too early to predict what the 
answers may be. But I am convinced that the hearings to date have 
disclosed the existence of a major problem warranting the fullest 
investigation. 

This statement of the background of the problem before the com- 
mittee makes it clear why it is appropriate that we should hear this 
morning from the Governor of [linois. Most of the specific prob- 
lems the committee has reviewed have applied to State banks and 
State supervision of such banks. Some may question whether this 
committee of the United States Senate should concern itself with 
these State problems. 





ILLINOIS BANKING SITUATION 2 


But unless the Federal Government stops insuring deposits in State 
banks or stops relying on State supervisory authorities for assurance 
that these State banks are being properly run, this committee must 
look far enough to make sure that the reliance of the depositors of 
the entire country and of the taxpayers of the entire country is not 
misplaced. i i f 

Governor, we’re very glad to have you this morning. I received 
your telegram after I returned to Chicago yesterday. It was addressed 
to Senator Sparkman, but, as you know, I’m taking his place. It 
reads : 

In view of the great public interest in the Hodge case and the instrumental 
part I played in removing him from office and sending him to the penitentiary, 


1 suggest that sufficient time be provided for me before the committee to make 
a full report on this case. 


WILtiAM G. Stratton, Governor. 
I’m very happy to provide you as much time as you care to take. 
I have a letter from the committee of October 2, 1956, inviting you 
to appear, and your reply. They will go in the record. 
(The letters referred to follow :) 


UNITED States SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
October 2, 1956. 
Hon. WiLt1AM G. STRATTON, 
State House, Springfield, Il. 


My Dear GOVERNOR STRATTON : As you know, the Senate Banking and Currency 
Committee, of which I am chairman, has begun hearings on the Illinois banking 
situation. We have already received the testimony of officials of the Federal 
Deposit Insurance Corporation and plan to continue our hearings in Chicago 
beginning October 8. 

After we have heard from the principals in the Hodge case, we shall seek 
information about the circumstances surrounding the closing of the old First 
State Bank of Elmwood Park in April of 1953 and the reopening of the new 
Bank of Elmwood Park in May of 1953. Then we shall proceed to the considera- 
tion of facts relating to the Southmoor Bank & Trust Company of Chicago. 

The hearings already held, and the testimony we will receive in Chicago may 
well lead into matters concerning the deposit of public funds in federally insured 
banks. Therefore, we are scheduling testimony from former State treasurers. 
In this regard, we should like to hear from Ora Smith, yourself, Elmer J. Hoff- 
man, and Warren Wright. The days devoted to this testimony will be October 18 
and 19. 

We should be pleased to have you as the first of this group of witnesses on Octo- 
ber 18, but if it would be more convenient for you to testify on the 19, that will 
be satisfactory also. Please advise me which date would be preferable to you. 

Sincerely yours, 
J. W. Fursricut, Chairman. 


OFFICE OF THE GOVERNOR, 


Springfield, October 4, 1956. 
Hon. J. W. FULBRIGHT, 


Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D.C. 

Dear SENATOR FULBRIGHT: I will be happy to appear before your committee 
on October 18. Please let me know the time and place, in order that I may 
arrange my schedule accordingly. 

Sincerely, 


WILiiaM G. StRatTon, Governor. 
Governor Srratron. Thank you, Senator Fulbright. 
First of all, I want to thank you for honoring this request to appear 
before your committee. As I understand it, the purpose of your com- 
mittee hearing is to see whether there is need for new Federal legisla- 
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tion to strengthen our banking laws. On the local level, we have 
already taken steps to see that a repetition of the Hodge case does 
not occur. But, as we all know, a breach of trust has no respect for 
party or State lines. 

I am here to be as helpful as I can. As you may know, I have 
served as State treasurer for two terms, and I am now Governor of 
Illinois. Interestingly enough, I have also served on this very com- 
mittee, Banking and Currency, in the Congress of the United States, 

I know the difficult problems involved, because, frankly, I had to 
take unprecedented action. I firmly believe that the Hodge case shows 
the necessity for spelling out more clearly in both Federal and State 
statutes the operations of both public and private financial institutions. 

We should not forget that Hodge’s action was only possible because 
of the connivance of a banker and the weakness of our bank super- 
visory system. 

Senator, with that introduction, we will proceed, if I may, with the 
actual handling of the Hodge case. 

Of course, as chief executive of this State, when the Hodge embezzle- 
ments came to light I had a very difficult task facing me. Under the 
constitution of [Illinois I had no control over these other officers 
They’re elected by the people and responsible to them. But I felt that 
we had to get the office of auditor and the financial operation of the 
State into responsible hands immediately. 

Now, there were two courses that I might have followed. Under 
our constitution we perhaps could have asked for impeachment pro- 
ceedings by the legislature to remove the auditor. That would have 
taken probably many months, would have been a costly affair. <A spe- 
cial session would probably have amounted to some half a million 
dollars in a period of that time—cost to the taxpayers. 

So I determined, working with the attorney general, to see if we 
couldn’t force the auditor to give up his authority immediately, and 
then, of course, once that was done, I had the problem of finding some- 
one that we could trust to reorganize the office and at the same time do 
as little damage as possible in the interim period to the public’s con- 
fidence in our banking system and the operation of the State govern- 
ment. 

I'll be glad to give you a sort of a chronological account here of what 
happened. On some points I may elaborate a little bit because, al- 
though these things have been given to the press from time to time 
as they occurred, I don’t believe that the full story has ever been com- 
pletely told at one time. 

To start with, on July 4 I called a press conference in view of the 
charges which were being made in the press regarding that office, the 
office of auditor. I called a press conference and announced that | 
had made a decision to ask the Illinois Budgetary Commission, which 
was the only commission that had any legal status at the moment, to 
investigate the alleged irregularity in the auditor’s office. I followed 
that up by letter to the chairman of the Illinois Budgetary Commission 
asking that they hire proper counsel and go into this investigation 
as soon as possible. 

That same day I became even more suspicious when Hodge refused 
to let the press see his records, and as a result of that suspicion I 
asked the State treasurer to provide me with any photostat copies 
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which he might have of any records pertaining to the auditor’s 
operation. 

On July 9 I conferred with State Senator Everett Peters, who was 
chairman of the Illinois Budgetary Commission, and the attorney 
general, Latham Castle. At the same time we received an assurance 
from Albert E. Jenner, Jr., one of our most distinguished lawyers 
in Illinois, an attorney, former president of the State bar association, 
that he would act as chief counsel for the commission’s investigation. 

I'll go a little later into some of the work of that commission and 
the recommendations made by their chief counsel which I consider 
very pertinent to this investigation and to future action. 

That same day the circuit judge, DeWitt Crowe, in Sangamon 
County granted permission to the State’s attorney, George Coutrakon, 
to call a special grand jury on July 23 to make an investigation. The 
following day I was able to get the auditor to come in and talk to 
me about these charges. I pointed out how serious they were and 
I felt that they demanded his resignation. 

At that time he asked for a period of I believe it was 24 or 36 
hours to consult with his family and to make a decision on what. his 
course ought to be. 

The Cuarrman. Which day was that, Governor? I didn’t hear. 

Governor Srratron. That’s on July 10. That’s the day following 
the appointment of the special counsel and the actual organization 
of the budgetary commission investigation. 

Now, the following morning, in order to put more pressure on 
the auditor, I issued an executive order doubling the auditor’s bond 
under authority set forth by a law which had never been used before 
which dated back many years ago. And under that it gave the Gover- 
nor the authority to increase the auditor’s bond from $50,000 up to 
any amount not exceeding double what the original bond was. In 
other words, $100,000. And if the auditor failed to comply with 
that executive order, that demand, within 20 days I would then be 
able to declare the office vacant. 

I might say that Attorney General Latham Castle proved very 
helpful not only in discovering this authority but throughout the 
entire procedure. 

At the same time I discussed with Attorney General Latham Castle 
giving additional help to the local State’s attorney in conducting 
his investigation, and Attorney General Castle made available his 
chief investigator, Peter McGuire, to aid the State’s attorney. 

That same day, Hodge walked out of a session with the State’s attor- 
ney saying that he would not talk about the matter without the aid 
of counsel. 

On July 12, which was the following day, Hodge was subpenaed 
by State’s Attorney Coutrakon, to appear before the grand jury 
on July 23. That demand was subsequently advanced to July 15. 

On July 16, at the request of Hodge, I met with him and the attor- 
ney general at the executive mansion, and at that conference which 
lasted as I recall about an hour and a half the auditor was finally 
persuaded to submit his resignation as State auditor and as a candi- 
date for reelection. Also present at that meeting was my executive 
secretary, Miss Keevers, who was present to type documents and to 
notarize the various documents which were signed by Hodge. 
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I might also say at that time that we were very careful not to do 
anything that could later invalidate that resignation. 

I insisted, on the advice of the attorney general, on Hodge calling 
his counsel, his attorney, while we were present, and getting an opin- 
ion from him and also making a statement in our presence and to his 
counsel that he was not being put under any undue stress and that he 
was in—had possession of his faculties and so forth. 

His attorney gave him that opinion that he should or that it was 
permissible for him under those circumstances to resign. 

The auditor, as could be expected, was very much upset, highly 
emotional, wept on several occasions, and I finally during the confer- 
ence had coffee served to him, and it seemed that once he made up his 
mind to resign that he began to get better control of himself. 

And at that time I suggested—and we followed through on it— 
that now that we had his resignation that he ought to take the next 
logical step, which was to proceed to the State’s attorney and give a 
full account of his action. 

Unfortunately, the State’s attorney was having a late lunch that 
day apparently, or for some other reason was not immediately ayail- 
able, and about a half an hour elapsed before we could reach the State’s 
attorney. At that time the State’s attorney talked to Hodge and said 
that he would not be able to see him immediately, he had some other 
matters, but an arrangement was made for Hodge, as Hodge himself 
put it, to see the State’s attorney at I believe it was 8, 8: 30, or 9 o’clock 
the next morning and get his story off his chest. 

In the meantime, while this was going on, Hodge seemed concerned 
about the rights of his family in the event that he made restitution. 
Some conversation was had with the attorney general, but it was very 
limited because both the attorney general and I felt that once we had 
his resignation that any talk about the further procedure in the case 
should be before the prosecutor, the State’s attorney of Sangamon 
County. 

However, it is my recollection—and it could easily be verified be- 
cause we had two witnesses present—it is my recollection that he 
was quite concerned about his wife’s right in certain property, par- 
ticularly a home and some other minor property which she had or 
had inherited in Granite City. And it’s my recollection that the 
attorney general pointed out that in case any agreement was reached 
later on restitution that under the law her rights would be protected, 
as they subsequently were in an agreement which she signed. 

About that time notice was sent up to us that the press had gathered 
at the mansion and would like to interview the auditor. We plied 
him with another cup or two of coffee, and he made up his mind to face 
the music, to face the press. 

I had already notified the press that I would meet with them im- 
mediately after the conference at my office, but in the meantime the 
press had gotten anxious apparently, wanted to see Hodge himself, 
so they were at the mansion, and Hodge, of course, on his way out went 
to them and gave a short statement to them at that time. I followed it 
up with a complete review of the conference and of the situation a 
few minutes later at my office. 

The Cuarrman. Governor, did I understand a transcript was made 
of this meeting with Hodge for an hour and a half? 
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Governor Stratton. No transcript was made, but there is the record 
of course of the calls that were made to the State’s attorney, to Hodge’s 
counsel. My executive secretary was there, was called upon—in fact, 
she was in the same room during this conference, during practically 
all of it. The attorney general was there during all of it. She was 
called in as soon as it became evident that Hodge wanted to resign. 
She came over to help prepare the papers and to notarize the papers 
after they had been signed. And then she remained on there in case 
we needed her for any further work such as putting through the calls 
and things of that kind. You can understand, of course, that no 
transcript is ever made of a conference with the Governor, and, on the 
other hand, I was anxious to make sure that we had the attorney 
general in particular present, and I did not want anything to be done 
that could not be backed up legally later in case it became necessary. 

I'll point out a little later some of the legal problems which I was 
faced with as governor. If you don’t mind, I'll briefly complete the 
action—the administrative action—that was taken. 

The following day I was able fortunately to get the agreement of 
Dr. Lloyd Morey, who had just retired as president of the University 
of Illinois, who had been for 30 years prior to that the comptroller of 
that great institution and was an outstanding authority on public 
finance and accounting, to serve as my interim appointee until the peo- 
ple could again elect an auditor. And I might point out at that stage 
that I accepted full responsibility then and I do today for that interim 
period in the conduct of the office as long as Lloyd Morey is there as 
my appointee. 


‘T’d also like to point out that at that owe we had a very difficult 
i 


decision to make. Throughout most of this affair there was no prece- 
dent set to follow. The evenies had to assume emergency powers. 
And it was at that point when the auditor resigned that I took over 
the operation of both the treasury and the auditor’s office in the sense 
that I issued an executive order closing both of those offices, freezing 
all the business at that point. 

I probably should have pointed out earlier that during these pro- 
ceedings of the previous few days I had installed the State police in 
both the treasury and the auditor’s office wherever any records were 
kept and had given strict orders to the police that no records were to 
be removed even by the elected officials unless they were first examined 
by the police, but with the provision that the press or other govern- 
mental agencies—I believe at the time that the State’s attorney and 
I think the FBI as I recall or some Federal agency were interested 
in looking at those records—that they would be allowed to see them 
but = no records could be removed. Photostat copies, yes; but no 
records, 

Now, I took that order under—or I issued that order under what 
I considered my emergency powers as Governor, although as I point 
out later it’s time we had some legislation that would give us better 
powers in that respect, and probably it will require a constitutional 
amendment, 

Briefly finishing the chronological developments here, the following 
day Dr. Morey issued a statement accepting the appointment and re- 
ceiving the authority to conduct the office. And on August 1 we re- 
ported to the people on a television broadeast briefly on what had 
heen done, and you know the rest of the story. 
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Three days later Hodge pled guilty, and by the 20th of August 
he had been sentenced to a prison term at Menard, and since then his 
accomplices have also been sentenced. 

In the meantime the attorney general has taken steps through 
suit and through negotiation, through civil suit and negotiation, to 
recover the assets of the guilty parties, and I understand that a]. 
though a complete audit has not been furnished as yet that those 
assets will unquestionably amount to somewhere around a million 
dollars, so that that pretty well concludes the situation as far as 
what we did as Governor to meet this emergency. 

It was particularly difficult for the chief executive of this State, 
because although I don’t know just what your situation is in Arkan- 
sas, whether you have the short ballot or the long ballot there, but in 
Illinois we do have the long ballot which means that most of the 
State officers are elected directly and under our constitution are not 
to be interfered with by any other officer. They’re responsible to the 
people that elected them, and only in the case of a vacancy does a 
Governor have the power of appointment to fill that vacancy. 

I’d also like to point out that under our system in Illinois the Goy- 
ernor does not have any authority to enforce his policies within those 
other State offices—whether it be the secretary of state, the attorney 
general, the auditor, various other elective offices. It’s significant that 
in the record made by 

The Cuairman. Governor, I don’t quite follow that last point. If 
it’s unconstitutional to interfere, then was it unconstitutional for you 
to force his resignation? You did interfere. You have just been 
telling us how you did interfere in a very material way. 

Governor Srrarton. I could not interfere in the ordinary operation 
of his office, but I felt that as Governor I had a responsibility when 
his embezzlement was discovered to protect the interests of the people, 
that an emergency existed, and under that construction of the Gov- 
ernor’s powers I acted. My authority was not challenged. It was 
never necessary to declare any unusual powers such as emergency 
martial law or things of that kind. We went in and we were not 
challenged. 

Now, there is a place where I think there ought to be spelled out in 
both the constitution and by statute a better authority for the Governor 
under which to act. 

Now, the alternative to that, as I mentioned earlier, would have 
been—Well, as a matter of fact, I doubt if Hodge would be out of that 
office yet if I had not taken firm and effective action. The course of 
embezzlement trials and proceedings in this State and in this county, 
incidentally, of Cook has always been that it’s been very difficult to get 
a man into prison. It’s always been very difficult to recover em- 
bezzled funds. It seems astounding, but that’s been the situation in 
Illinois. It’s many times taken as much as 6 or 8 years to recover 
funds. In some cases we have only been able to get them from a’man’s 
estate. So that you can see that this action saved the people of Illinois 
a great deal of cost. It made possible the putting of that office under 
hands which were responsible. And I make no apologies for my 
action. I think it was directly in the interests of the people. 

But I do want to point out that the Governor was faced with a very 
difficult situation to handle. 
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Now, in the ordinary operation of those offices the business practices 
which I have installed either by executive order or which have been 
installed under the Finance Act in the Governor’s office do not apply 
to the auditor or the other State offices. And it’s significant that Mr. 
Jenner, the budgetary commission, and others who have studied this 
problem have suggested that the preaudit and postaudit system, the 
monthly report system, and things of that nature which I put into 
effect in all the Governor’s departments usually by executive order 
should be operating in the internal operation of all of these other offices. 
| personally believe that. 

I would go one step farther and say that the Personnel Act should 
apply, too; that civil service and certain practices should be instituted 
in these other offices. 

Now, that could be done, I believe, without a constitutional amend- 
ment. However, we have great difficulty in Illinois getting these 
changes. In both of the last two sessions of the legislature I have 
asked very strongly in my messages to the legislature for a permanent 
investigating committee that could be called in at either the State 
or local level to investigate officers or to investigate conditions that 
were not being handled properly. I also made a recommendation in 
the last session of the legislature that a special committee be set up 
to see if we couldn’t get the State on an annual budget basis with an 
annual session of the legislature and with tighter control of all of 
the State’s finances. 

That commission is now working and in the next session of the 
legislature beginning in January will undoubtedly make a report 
which I hope will be favorable to a recommendation by the legislature 
that the people will change the constitution in the next election 2 years 
from now so that we can put our budget planning and control on an 
annual basis rather than a 2-year basis which is the way it’s operating 
today. 

Now, I believe that pretty well covers it except one statement here 
that interests me, Senator and perhaps it will interest you. I remem- 
ber reading a very thorough and excellent report on the RFC scandals 
in 1951, and then, as now, you served as the distinguished and active 
chairman of that investigation. And with your permission I would 
like to quote your words at that time in that report. I quote from 
Senator Fulbright : 

Scandals in Government are not a new phenomenon. What seems to be new 
about these scandals is the moral blindness and callousness which allows those 
in responsible positions to accept the practices which the facts reveal. It is bad 


enough for us to have corruption in our midst, but it is worse if it is to be con- 
doned or accepted as inevitable. 


Senator, I agree thoroughly with you on that statement, and as 
chief executive of this State the best answer I can give to you of why 
[ took immediate and effective action to clean up this mess in another 
elective office was because I believed and I still believe that we can- 
not afford to condone or hide this sort. of thing in either the State or 
Federal Government. And I’m proud to be able to tell you that the 
office of auditor in Illinois is now in competent hands, that it is being 
run with integrity, and I think the program which will be recom- 
mended by the budgetary commission to the legislature and perhaps 
suggestions made by this committee will result in definite legislation 
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which will prevent for the future any repetition of this sort of dis. 
astrous situation in a State office or in our banking system. 

Thank you. 

The Cuarrman. Thank you, Governor. 

I appreciate your reference to the RFC investigation. I think it 
was a very useful one. I’m impressed by the insignificance, however, 
of the embezzlements or misdeeds in that one compared to Mr. Hodge. 
That was really small potatoes. 

Governor Srrarron. Let me interrupt, Senator. If you think— 
I can see how you'd be impressed, but you talk about small potatoes, 
It’s under a former administration the State lost $13 million in a 
cigaret-tax scandal, so apparently when these scandals occur in IIli- 
nois they’re on a large scale. [Laughter. ] 

The Cuamman. Did the $13 million involve a State official ? 

Governor Srratron. Directly, yes. 

The Cuamman. Who was it? 

Governor Srrarron. It involved several officials in the revenue 
department of the State of Illinois, a situation which continued for 
several years and was only stamped out by a vigorous action on the 
part of the present administration over a period of about a year and 
a half. 

I might say that my predecessor was greatly grieved by that situ- 
ation and in a statement pointed out that the loss of that large amount 
of funds made it very difficult for him to support some measures 
which he theught were necessary, such as an increase in the old-age 
assistance and other social measures which he was interested in at the 
time. 

The Cuarrman. I’m not too familiar with these matters in Illinois. 
Who were the State officials that participated in the cigarette em- 
bezzlement ? 

Governor Srratrron. It was under my immediate predecessor, Adlai 
Stevenson. I know that you're familiar with the gentleman. 
| Laughter. | . 

The Cuarrman. I'll ask all in the hearing room to restrain from ap- 
proval or disapproval of anything said by the witness. It’s not cus- 
tomary nor is it tolerable at any of these hearings that the audience 
evidence its emotions. If you’re not able to restrain yourselves, we'll 
have to ask you to leave. 

Governor Stratton. Senator, pardon me. 

The Cuarrman. This is a serious hearing I may say. I am not 
talking to you, Governor; I’m talking to the audience. 

Governor Stratton. Oh, I see. 

The Cuarrman. Am I to understand that you charge Mr. Stevenson 
was implicated in the cigarette scandals? 

Governor Srrarron. I didn’t charge him personally with being 
implicated. I only say one of his departments—— 

The CuatrmMan. Do you charge any member of his administration? 

Governor Srratron. Yes; there were several. 

The Caatrman. Whom do you charge? 

Governor Srratron. Three of them. 

The Cuarrman. Who! 

Governor Stratton. Three of them—— 

The Cuarrman. Would you name them ? 





ILLINOIS BANKING SITUATION 853 


Governor Srratron (continuing). Went before the court. I don’t 
recall their names. But that’s all a matter of record. I don’t recall 
that any of them were ever convicted and sentenced, but I only take his 
own word. I brought this up, because, Senator, I’m not being facetious 
about it, but when you mentioned this was the largest loss of funds 
that you had ever heard of in Lilinois, I pointed out that we had had 
difficulty with greater sums being lost as a result of difficulties in our 
financial management. a} 

This, of course, had to do with an office which was within the 
Governor’s jurisdiction directly. 

Now, both Governor Stevenson and I are on record as saying— 
he in his 1951 budget report, and I have said it to you here today 
and on other occasions—that we have no direct responsibility or con- 
trol either constitutionally or legally over the other State offices. 
But this particular situation which has been brought in here ac- 
tually occurred under a department whose head was appointed by the 
Governor, whose appointees were under the Governor’s jurisdiction. 

I wouldn’t for one moment and I certainly wouldn’t want that mis- 
conception to go out that I’m impugning the integrity of Adlai Steven- 
son. Now, certainly I wouldn’t do that, because that isn’t true. But 
I do say that we had a situation which he himself commented upon 
that we did have a serious loss of funds in the handing of one of the 
departments, namely, the revenue department, as a result of the so- 
called cigarette tax scandal in Illinois, a scandal which went on, 
incidentally, for several years and which actually went on for some 
time unchecked after notice had been given by the police and other 
agencies in the city of Chicago. 

I’m not saying that the Governor was personally responsible in 
the sense that he was part of the conspiracy. Definitely not. I 
wouldn’t want that to be the idea at all. - But in a larger sense it 
did happen in an office for which as Governor he had the ultimate 
responsibility of the appointment of its management and for the 
control of its functions. 

The Cuatrman. I’ve been told that it was a case of an illegal act by 
a person who stole these stamps from the State, that it was similar to, 
say, the Capone regime. Of course, the State and the Nation lost 
both revenue and lives for that matter due to the illegal criminal 
operation of gangs in Chicago during that era. I did not understand 
that Mr. Stevenson or certainly any responsible member of his admin- 
istration embezzled and acquired this money but that it went to crim- 
inals who were not connected with the Government. 

Governor Srrarron. Possibly—— 

The Cuairman. I was handed this. This appeared in the Chicago 
Daily News on Friday, October 18, 1951. It’s addressed to Governor 
Stevenson. It says: 


We the undersigned cigarette distributors in Greater Chicago wish to express 
our sincere appreciation for your aid in the exposure and expulsion of illicit and 
corrupt business practices which were rapidly leading to the destruction of those 
abiding by law and regulation. Through your prompt decisive and effective 
action these elements of destruction have been or will be brought before the bar 
of justice. Through your efforts you have gained the respect and admiration 
of the entire tobacco industry. Every legitimate enterprise owes you a debt of 
gratitude for clipping the root of cancerous strangulation of legitimate business. 
We feel the attempt to infiltrate the cigarette business was merely a task and if 
Successful the same vicious tactics would have spread like an ugly plague affect- 
ing other legitimate enterprises. Sincerely yours. 


83551—56—pt. 239 
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Signed by 32 members of Chicago Association of Tobacco Distributors. 

Certainly no one is under any illusion that there haven’t been any 
criminal acts in every State of all kinds, but it seems to me there js 
quite a distinction from that type of criminal activity by private 
citizens and the participation in an embezzlement of public funds for 
his own use by an auditor of the State. 

Governor Srratron. I’m not condoning either, Senator, but-—— 

The CuatrMan. I’m trying to distinguish between the two. It 
seems to me there’s very little similarity in the circumstances. 

Governor Srrarron. There might be little similarity under the 
method of operation, but the net loss to the State was involved, and 
three employees of that revenue department were fired as a result of 
these disclosures. And I think it showed that there was a definite 
connection with the department. And I might point out that al- 
though that statement may have been made, when I was sworn in to 
office several months later we were still having considerable loss and 
we were still finding a number of fraudulent tax stamps being used, 
and one of my first acts was to call the press and the new director of 
revenue into my office and outline a program which would stamp out 
that practice. And I’m proud to say that although it took several 
months we now can’t find and haven’t found for some time any of that 
racket going on. 

I think there are two reasons why we haven’t. One is because we 
have a vigorous program of stamping it out through investigation 
and followup, and secondly we have not tolerated that type of em- 
ployee remaining on the State payroll. 

The Cuatrman. I don’t know that it’s too important but since you 
raised it I think you should furnish the names of the persons who 
said you do not now recall who were members of the administration 
and participated in the cigarette scandal. 

Governor Srratron. I would be happy to do that. As I recall 
there were three of them. 

(The information reférred to had not been received at time of 
printing.) 

The Cuarrman. Your apparent approval this morning of this 
study is very gratifying. I understood from previous news reports 
that you thought this investigation was of a political nature serving 
no legitimate purpose. You don’t believe that, do you? 

Governor Srrarron. Well, now, Senator, I think it will serve a 
good purpose if we are able to get results of better Federal banking 
legislation, if we’re able to bring out the facts to the people, and if we 
can get some cooperation in working out better legislation in the 
State as well. 

Now, I can’t help, and neither can you T suppose, the fact that there 
is a coincidence that this is in the middle of a very hotly contested 
election in this State. I might say not only the middle but virtually 
in the final firing stages. I know that’s just a coincidence, and I cer- 
tainly know that the Senator—and T believe this sincerely—the Sen- 
ator personally would not be a party to such a scheme to try to make 
political capital for one party or another when such a serious matter 
affecting the people of the State is involved. 

I want you to know that, Senator, and I certainly haven’t made 
that charge. Most of it comes I believe from the press and from 
others who noticed the coincidence. 
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But I think the courtesy with which you have received the report 
from the Governor, every action that you have taken personally, has 
led me to believe that you haven't taken unfair advantage of either 
oe you well know, I don’t think this can harm or hurt one side more 
than the other, because I probably should point out that as result of 
the Hodge scandal we had the unprecedented action in Illinois of a 
candidate of a leading party for the office of Governor being removed 
from that place on the ticket at the last moment. You have been very 
fair in calling before this committee a number of witnesses. And, as 
I recall, they were from both parties. So that in answer to your 
question, I think you’ve been very fair, and I think that you’re going 
to get some good out of this investigation. 

The CuarrMan. I’m glad to clear that up, because several papers 
have carried accounts indicating the contrary; particularly the Sin 
Times on October 13 apparently misquoted you, and so did the Chicago 
Tribune on Sunday, the 14th. They both left the impression that 
you and members of your team felt that this was a political inquiry. 
I'll read what I had reference to to you so the record shows it. 

The Tribune, for example, on page 4 of October 14, says: 

Stratton labeled the campaign being conducted by the committee outrageous 
and scandalous. Carpentier rapped what he called the political use of a Senate 
committee in a “nauseating” exhibition to keep the Hodge scandal alive. 

Governor Strarron. Will you read the Sun-Times? I think per- 
haps they give the full statement. 

The CHarrMan. We'll put them all in the record. 


(The information referred to follows :) 


[From the Chicago Sun-Times, October 13, 1956] 


STUMPING THE StTaTeE—StRatTon Carts Prose Powiitics; AUSTIN CONTINUES 
TRAVELS 


The Democrats engineered the Federal investigation into the Orville E. 
Hodge larcenies as a political maneuver to defeat him, Governor Stratton said 
Friday. 

The charge came in reply to a question from a civics-class student at Belvidere. 
The boy wanted Stratton’s views on the United States Senate Banking and Cur- 
rency Committee hearings being televised out of Chicago. His views: 

“Any good and useful information that can be advanced would be beneficial, 
but this type of investigation, so close before an election, seems to show it is 
tied in politically with the opposite faction.” 

Venturing that no new facts would be turned up at the probe, the Governor 
went on: 

“But the Hodge case was cleared up in record time. It’s the first time an 
embezzlement case in Illinois has been cleared up so fast and, even more won- 
derful, the State of Illinois will not lose a cent on this deal.” 

The Governor’s opponent, Richard B. Austin, wheeled into strongly Republi- 
can strongholds like DeKalb and Ogle, where Sun-Times Reporter Tom Little- 
wood watched him concentrate on GOP voters, as against his practice of address- 
ing Democratic rallies. 

Whisking through 19 towns at breakneck speed, Austin was accompanied 
by a musical trio which goes under the name of Cliff Gray’s Bar Flies. 

“Eagerly pursuing its own gain,” he cried, “the Stratton team has shown itself 
heedless of the welfare of the State. It’s become clear the team is willing to 
endanger responsible business enterprise in the State,” 

In Chicago, the Republican candidate for State’s attorney, Benjamin S. 


sate indicated laxity in State’s Attorney John Gutknecht’s office as 
ollows: 
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“Headlines have proclaimed vigorous prosecution in the offing. We find very 
little, if any, performance concerning them. During the past 4 years we have 
seen headlines concerning the medical profession, nursing homes, ambulance 
chasing, nareotics rackets, juvenile delinquency, vote frauds, and countless 
other stories. 

“Unfortunately—and I defy my opponent to show otherwise—none of them 
have resulted in convictions to help our community. A State’s attorney who 
tells us ‘Bring me the evidence and I will prosecute’ cannot succeed.” 

Senator Everett M. Dirksen carried his campaign into 5 towns, then descended 
480 feet to the bottom of a mine shaft at West Frankfort, where he chatted with 
grimy-faced coal miners. He said their labors reminded him “of the days when 
I worked 7 days a week in the bakery business.” 

Earlier, the Dirksen caravan, including Sun-Times Reporter Hugh Hough, had 
moved through Illinois’ Dixieland area, observing cottonpickers at work in the 
fields. 

His opponent, Richard Stengel, spent the day in Chicago visiting various 
wards and soliciting support from passersby on the streets. 

At 61st and South Park, one Democratic listener said: “I’m 65 and I get 
$117 a month. You think I’m going to vote for that other party?’ Said Stengel: 

“It was the Democratic Party which pioneered and brought to that State 
and Nation social security. Your Senator should support the interests of all 
the people of Illinois, and not the special interests.” 


{From the Chicago Sunday Tribune, October 14, 1956] 


Free. Srratron Orrsets Hopez Brow to GOP—Party CoNFIDENT REcoRD 
INSURES VICTORY 


(By Johnson Kanady, Chicago Tribune Press Service) 


SPRINGFIELD, ILL., October 13.—Governor Stratton and his caravan of Republi- 
ean candidates concluded their last week of formal downstate compaigning on 
a note of confidence that a record of performance in government will offset the 
shuddering blow the Hodge scandal gave the GOP in Illinois. 

It was a better week, but observers could not be certain whether the more 
enthusiastic crowds were due to a general pickup in interest as the campaign 
passed the middle mark, or whether the candidates themselves had built a fight- 
ing spirit that infected the crowds. 


VISIT THE STRONGHOLDS 


Part of the change at least was attributed to the areas embraced by the week of 
campaigning—the strong GOP counties of central Illinois and the solidly Re- 
publican areas around Cook County. 

The 17 counties in the week’s visits returned majorities for Governor Stratton 
ranging from 3 to 2 up to 4 to 1 in 1952, and included such areas as Kane County, 
which gave him an edge of 21,000 votes in that election year. 

Stratton, Attorney General Latham Castle, State Secretary Charles F. Car- 
pentier, and Senator Elbert Smith, candidate for State auditor, all sharpened 
their attacks on Democratic opponents, and on the Democratic Party for its open 
use of the Hodge scandal as a campaign issue. 


BRANDED OUTRAGEOUS 


Stratton labeled the campaign being conducted by his opponents outrageous 
and scandalous. Carpentier rapped what he called the political use of a Senate 
committee in a “nauseating” exhibition to keep the Hodge scandal alive. Castle, 
who has taken on the task of outlining the Republican actions against Hodge, 
asserted that Governor Stratton did all that was humanly possible ot jail Hodge, 
take him out of politics and office, and regain the money. 

“What do the Democrats want to do with Hodge; shoot him?” he asked his 
audiences. 

EMPHASIZES TWO POINTS 


While the Governor continued his program of outlining accomplishments in 
government and attacking his opponent as unqualified and inexperienced for the 
job of Governor, the overall effect of the speeches during the week was to em- 
phasize these points: 
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-ernor Stratton, with the aid of Attorney General Castle and other 
oanenane moved promptly and successfully against Orville Hodge, deposed 
and imprisoned State auditor, when his thieving from the public purse became 
known. The steps outlined included removal from office, removal from the State 
ticket, conviction and imprisonment on State and Federal charges, and recovery 
of a million dollars in assets to make up for the loss to the State. 

®» That the office of auditor is, by the State constitution, completely independ- 
ent of all other offices, and that the Governor has no power to control the 
auditor's expenditures, practices, or conduct in office. 


“STATE WON'T LOSE A CENT” 


Castle repeatedly told audiences that the trust fund he set up to recoup the 
State’s money from the Hodge thefts is at present large enough that “the State 
will not lose a cent.” F : 

Smith praised the Governor and Castle for their actions and called the Re- 
publican Party one of “clean up; not cover up.” 

In addition, Stratton turned skilled political guns against his opponent, Judge 
Richard B. Austin. The Democratic candidate, he said, is a “tool and a stooge” 
for Democratic Cook County bosses. They are asking the voters to “buy a pig 
in a poke,” he said, and asserted the governorship is not an office that should be 
run like a puppet show “with some Chicago boss pulling the strings.” 


ASSERTS INDEPENDENCE 


He asserted his independence of bosses, and his interest in actions for all citi- 
zens of Illinois, “not some special interest.” 

During the week Stratton received the formal endorsement of organized labor 
in convention at Springfield, and prepared to make public letters of endorsement, 
from school associations, which have benefited from the increases in State school 
aid brought about under his administration. 

Crowds for the week averaged better than 1,300 persons each campaign day. 
Largest was at Danville, where 3,000 turned out for the Republicans at a night 
meeting while Governor Clement, of Tennessee, was drawing 1,500 at a nearby 
Democratic rally. Next best was Joliet, where an estimated 800 persons attended 
a midafternoon reception at a local hotel. 


Governor Srrarron. If you will pardon me, Senator, I think that 
that was at a question-and-answer period with some students in a 
school, and I made the statement, just as I did here, if this results in 
better laws for the control of the banking system and for the better- 
ment of conditions that it would serve a useful purpose. If it didn’t, 
it could very well be considered political. 

I think if you read the Sun-Times account they put that in there; 
don’t they ¢ 

The Cuatrman. Well, I'll read it. [Reading:] 

“Any good and useful information that can be obtained will be beneficial, but 
this type of investigation so close before an election seems to show it ties in 
politically with the opposite faction.” Venturing that no new facts will be 
turned up at the probe, the Governor went on: “But the Hodge case was cleared 
up in record time. It’s the first time an embezzlement case in Illinois had 
been cleared up so fast, and, even more wonderful, the State of Illinois will not 
lose a cent on this deal.” 

And that’s the only part—— 

Governor Srrarron. I’m willing to stand by that statement. 

The Cuairman. You're willing to stand by it—venturing that no 
new facts will be turned up at this probe? Don’t you think we're 
going to turn up anything new? 

Governor Srrarron. I was referring to the Hodge case. This was 
a question about what I thought on the Hodge case. And I believe 
at that time you were having the auditor before you. I think you're 
bound to get some good information, as I have already stated, on 
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overall banking practices, but apparently,nothing new. on, the,Hodge 
case itself as yet as far as the auditor was concerned has been turned up. 

I wish you well, and I hope every investigating agency can get 
every fact involved in this Hodge case or any of its ramifications, and 
I think you found and I think the other investigative agencies have 
found that every authority that I have, every one who is under my 
jurisdiction, has been instructed to cooperate fully at all times with 
these other agencies. So I don’t think there’s any question about it. 

The Cuarrman. As I understand it, you don’t object to the study, 
the investigation, only to its timing. You think it would be better 
to leave it until after election ? 

Governor Srrattron. Well, ll say this: That some of. us might 
very well be making political speeches today if we weren’t here before 
the committee. And I know that the Senator has been inconvenienced, 
too, because all of those involved are running a campaign. But I do 
want to thank the Senator for making it convenient for the Governor 
to appear at a time that he could give sufficient time to a full discus- 
sion. I do appreciate that, and you’ve been very courteous in it, 
and I want to thank you for it. 

The Cuarrman. I appreciate your attitude, Governor. 

Let’s get down maybe to a few of the questions growing out of your 
statement. The truth of the matter, Governor, is, isn’t it, that the 
press actually exposed Mr. Hodge and that you didn’t? 

Governor Srratron. Well, I think it’s true that the press—at least 
they started the ball rolling, and I—after the press had first come 
out on this question of payroll padding, at that time I asked the 
budgetary commission to make an investigation of the practices and 
the procedures in that office. Then when Hodge himself refused to 
let the press look at any of his financial records, then at that point I 
took definite action to get copies for myself to peruse, and as a result 
of that I became convinced that we not only had a question of loose 
practices in the personnel management in the office over which, of 
course, I had no control but that we were involved definitely with 
a case of embezzlement. 

Immediately on learning that, T took, as I said, drastic steps. The 
State police took over both those offices, and from then on we moved 
within a very short period of time to clean up the situation. The 
press, incidentally, Senator, deserve great credit for what they were 
able to paced 

The Cratrman. What powers and facilities did the press have that 
you didn’t in connection with discovering this? What would enable 
them to discover this falsification of the public records? 

Governor Srrarron. Apparently they had—and I don’t say all 
the press—one newspaper received from an informer information 
which started them into looking around the auditor’s office and 
looking into his conduct. That came from one particular informer 
I understand. 

Now, you must understand that the governor has no way of knowing 
what is in the accounts of a particular bank, what is in the checking 
account of any individual, and, Senator, I don’t mean to be facetious 
but I want to make my point. I have no idea what’s in your private 
checking account or anyone sitting in this room, and that was what 
was involved. This embezzlement was made possible because of the 
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operation of a banker in collusion with the auditor, and the FDIC— 
and I think it shows a weakness. The FDIC in two inspections of 
that banker’s operations failed to uncover it. Well, if the men who 
are supposed to inspect these banks couldn’t find it, how could you 
expect the governor, who to start with has no responsibility for the 
conduet of that operation and secondly has no facilities to find out 
about it—how could you expect him to know that an embezzlement 
was going on any more than I would in any other bank in the State? 

I have absolutely no jurisdiction nor authority to investigate any 
banker or any individual person’s accounts in this State at any time. 

The CuarrMANn. It’s your position you have no responsibility what- 
ever for the conduct of the auditor’s office ? 

Governor Srratrron. Definitely not. If the people wanted me to 
have that responsibility, they would give me the power which they 
have in many States of appointing the auditor, or, what’s even more 
important, they would make the auditor a comptroller and take this 
bank function away from him. 

I think one of the weaknesses, Senator, is the fact that the auditor 
also has this control over the banks. I think that those two functions 
ought to be divorced, and I think that perhaps as a result of this 
hearing and of the budgetary commission work done, particularly by 
Chief Counsel Jenner, we'll achieve that, but only then can you have 
real responsibility. 

Now, there is one other weakness, Senator, I think ought to be 
pointed out here. ‘The auditor has power to hold up the governor’s 
expenditures or payroll, but the governor has no authority to hold up 
the auditor’s. Now, every warrant issued by the State is issued under 
the authority of the auditor under our constitution, and only by the 
auditor. That’s in the constitution itself. No moneys may be ex- 
pended except under the order of the auditor. 

In the governor’s own offices my department of finance checks expen- 
ditures twice, once with the preaudit system and, after the transaction 
has been put through, with a postauditing system. But in the auditor’s 
office, who checks the auditor? No one, in the operation of his own 
business. Nor does anyone check him as he puts through these requests 
from other departments. 

The auditor has full authority. He has more authority than the 
governor, because he is supposed to check the governor and the other 
State officers. 

That’s the only reason for his office. And the thing that I com- 
plain about is that I think the auditor ought to have only a comp- 
trolling function ; that these other administrative functions be placed 
under other departments, either under the Governor or under the 
legislative branch of the government. 

Now, there is no simple thing that could be done as far as internal 
operation of these offices is concerned. You must remember that 
once an appropriation is made to a State officer that officer, under our 
constitution, has complete control of expenditure of those funds. 

The CHamrman. Do you have any responsibility with regard to 
those appropriations ? 

Governor Srrarron. Oh, yes. I have some responsibility; that 
when an appropriation is made and passed by the legislature, then, 
like all legislation, I sign it before it becomes law, but it is interesting 
in this case that—— 
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The CHatrMAn. Do you have a justification for an appropriation— 
do you have a justification for an appropriation of any particular 
constitutional office ? 

Governor Srratron. Do I have a justification ? 

The Cuamman. Yes; you approve all appropriations, 

Governor Srrarron. That is right. But let me say this—— 

The Crarrman. Now, in the case of Mr. Hodge, why did you ap. 
prove of such a very large increase in his appropriation ? 

Governor Srratron. Well, I can give you a very straight and frank 
answer. I approved it because the purposes were proper, because the 
appropriations committee of the legislature—— 

The Cuarrman. Were the purposes proper? 

Governor Srrarron. Yes, they were. I will tell you what they 
were. I can give you offhand roughly what those purposes were. 
For one thing, we had a new Surplus Property Act which gave the 
auditor control over the handling of surplus property, or its transfer 
between departments. 

That alone took two hundred and fifty—— 

The Cuatrman. Those were the stated purposes. Those weren't 
the real purposes, were they ? 

Governor Srratron. You are saying that in hindsight, Senator. 
Do you mean to say that the Governor and the members of the legis- 
lature and the members of the appropriations committee which three 
times cast their vote for an appropriation, would have done that if 
they had any intimation it was going to be used for an improper 
purpose ? 

You could use that argument on any appropriation. 

The CuatrMan. That is only one step in the total picture, what the 
appropriation is, and then the constitution requires him to report to 
you and it is my understanding he didn’t make a report to you, and 
you did not do anything about it. 

Governor Stratron. What type of report are you talking about? 

The Cuarmman. The constitution requires a semiannual report to 
the Governor on the expenditures in the auditor’s department. 

Governor Strratron. Yes. 

The Cuarrman. Actually, by practice they have been doing it quar- 
terly up until Mr. Hodge, and then Mr. Hodge ceased to do that. Is 
that not correct ? 

Governor Stratton. I am not familiar with what the former prac- 
tice was. I understand, however, since the passage of the Finance 
Act those records and those reports are taken monthly by the depart- 
ment of finance for budgetary purposes from the treasurer’s balances. 

I would like to point out that the report which you are talking about, 
Senator, is a procedural budgetary report, a summary report, which 
does not give the Governor or any other department any specific infor- 
mation as to what individual warrants were paid out, as to what firms 
he was doing business with. None of that is in there. 

Now, under my own department of finance in my own office, my 
executive office, I require them to do that, but that is not required under 
the constitution from the other State officers, nor do I have any 
authority to tell another State officer where or how he shall spend his 
appropriation. 





ILLINOIS BANKING SITUATION 861 


I have absolutely no authority. I have no authority to compel a 
State officer to make any report to me, and there is no penalty provided 
if he fails to do so. i We : 

The Cuatrrman. I would like to read the constitutional require- 
ments, article V. Itsays: 

An account shall be kept by the officers of the executive department and of all 
the public institutions of the State of all moneys received or disbursed by them, 
severally, from all sources, and for every service performed, and a semiannual 
report thereof made to the Governor, under oath, and any officer who makes a 
false report shall be guilty of perjury and punished accordingly. 

The testimony has been developed, I believe, that Mr. Hodge did 
not do it, and the Governor’s office did not require it. 

Continuing—that is paragraph 20—and paragraph 21 says: 

And the Governor may at any time require information in writing, under 
oath, from the officers of the executive department, and all officers and man- 
agers of State institutions, under any subject relating to the condition, manage- 
ment, and expenses of their respective offices. 

It seems to me you could require a detailed report of any extent 
under that language if you wished to do so. 

Governor Srratron. The type of report which has been required 
does not encompass the type of detail. 

The CuHarrmMan. He didn’t file any report. 

Governor Srrarron, I think it is understandable the auditor, no 
matter what kind of a report he was going to file—and I might point 
out that auditors in recent years under various administrations have 
filed fewer and fewer reports, because the act which was passed sub- 
sequent to the 1870 constitution has set up the reporting through a 
different channel. 

Now, in this type of report it is obvious that the auditor of public 
accounts would not say to the Governor, “Well, Mr. Governor, I might 
report that I stole a hundred thousand dollars yesterday and put it in 
a special bank account.” 

There is no way that the Governor, from that report, could find out 
that these funds had been spent illegally. Iwill tell you why. No.1, 
he wouldn’t have the supporting vouchers. 

The CuatrmMan. Are you saying that the previous auditors did not 
make these reports ? 

Governor Srratron. Previous auditors off and on did not make 
them ; that is right. 

The Cuaman. The testimony was they did. 

Governor Stratron. There have been times that they haven’t. The 
reason for that is that the type of report which he was supposed to 
furnish for keeping track of the budget, an appropriation is taken 
off each month now by the department of finance from the treasurer’s 
balances and reports. 

The Carman. I don’t see what that has to do with the constitu- 
tional requirement. Do you think that constitutional requirement is 
ineffective ? 

Governor Srratron. The constitutional requirement was made at 
a time when the State government was very small, and we did not have 
all of the huge departments under the Governor. You did not have 
the Finance Act which we have today; you did not have the procedure 
which we now have, where literally hundreds of thousands of checks 
are issued, and all through machinery and things of that kind. 
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A point I want to make here, Senator, if you will pardon me, is that 
in the handling of that type of report there is no way that the Gover- 
nor could know that a check was issued fraudulently, because with 
those reports do not come vouchers backing upon the auditor’s own 
expenditures, nor can the Governor question, say, if the auditor wanted 
to let a contract, as he did, to remodel his offices. 

I have no authority to require him to give to a certain firm, or to 
even tell him how much he is going to pay for that. That is his own 
business. 

Now, how would I know, as Governor, say, if he sent in a report, and 
said, “I spent $200,000 last year to remodel my offices”? ‘There would 
be no way of knowing on the Governor’s part just who he paid that to, 
and if he did pay it or if he did not, whether the fund was properly 
spent, because these funds were hidden in this bank. 

These checks were fraudulently cashed by the bank. 

Now, that is where you have got your problem, is in the control of 
your banking laws, and not essentially in the control of the treasury 
itself. 

Now, if these checks can be cashed in the treasury fraudulently, then 
that is an entirely different matter. 

The Cuatmrman. Don’t you think the fact that he refused to file any 
report at all in itself is a suspicious circumstance? 

Governor Srratron. Not necessarily, because that of report is 
not a detailed report, and had not been filed—had only been filed inter- 
mittently over the years; and I would like to point out, too, that Gov- 
ernor Stevenson, my immediate predecessor, in 1951, in discussing his 
budget, and in the report of his administration to the legislature, in 
the budget report pointed out that the Governor does not have control 
either constitutionally or by statute over the other State elective offices. 
That is a matter of record. 

The CHarrman. The constitution gives him the power to require 
any information you seek from him. If there is any suspicious cir- 
cumstance, I think the significant thing is to determine whether or not 
there was any significant activity on the part of Mr, Hodge that would 
draw attention to it. 

Tell me, how large was the increase of Mr. Hodge’s appropriation 
in the past biennium as compared to the previous one? 

Governor Srrarron. I think about $1,800,000, of which about half 
of it was for salary increases. Incidentally, which is still in the fund 
intact. 

The Cuarrman. What percentage of his appropriation was that? 
Was that a large percentage increase ? 

Governor Srratton. No; fairly large, but as I said—— 

The Cuamman. Was it larger than anyone else’s in the govern- 
ment ? 

Governor Srratron. No, no; the government is expanding. 

The Cuamman. Wasn’t it about a 43-percent increase ? 

Governor Srratron. I can give it, Senator, if you will permit me; I 
will give you the round figures of what it aan 

The CuatrMan. Go ahead. 

Governor Srrarron. About seven hundred thousand of that went 
for salary increases, and could only be spent for that, and is still intact 
in the auditor’s office under Lloyd Morey. About a quarter of a mil- 





ILLINOIS BANKING SITUATION 863 


lion went to support the new Surplus Property Act. About another 
quarter of a million went for the remc deling of offices brought about 
by the movement of most of the State offices into a new building, and 
the third item, which would probably amount to a third of it, went 
to normal increases for utility bills, for printing, for travel costs, 
and things of that kind. 

The Cuamman. Governor Stratton, just for the record, the 68th 
biennium appropriated $5,315,136, and the 69th appropriated $6,935,- 
099, and then there was a special deficiency appropriation of some 
$525,000. The press account said that was passed without, I think, 
any study or investigation, or some language of that kind. 

Governor Stratton. I wouldn’t know about that, because those mat- 
ters are passed on by the legislature. Let me say, Senator 

The CuamrmMan. Didn’t you have to approve that 

Governor Stratton. I approved it, but it is also—understand, when 
the Legislature of Illinois, just as the Congress of the United States, 
has an appropriation hearing, when the membership votes, as they did 
on this unanimously, then there would be no particular reason why the 
Governor would veto it. In fact, if he vetoed it, his veto would un- 
doubtedly be overridden. 

We are dealing here with something which I think should be 
brought out. 

Now, as governor, as it came to my own department, I set a new veto 
record of $22 million in that session, a record which has never been 
matched before, and that is in direct appropriations. 

Now, this idea that I am not careful OF the budget isn’t true, but at 
the same time I am not responsible, and I repeat, for the operation of 
other elective State offices. 

The Cuatrman. Why do you think the constitution gave the gov- 
ernor that authority if he has no responsibility ? 

Governor Srratron. Well, to keep him ‘aiteeeeal on various budget 
matters, and things of that kind, and how much is in the various 
accounts. 

The Cuatrman. The constitution, for example, in article 5, under 
the executive department, referring to the governor, says, “He shall 
account to the general assembly and accompany his message with a 
statement of all moneys received and paid out by him from any fund, 
subject to his order, and at the commencement of each lar session 
present estimates of the amount of moneys required che raised by 
taxation for all purposes.” 

I dont’ wish to belabor the point, but it seems to me that it is a very 
unusual theory that the governor of a State has no responsibility for 
the expenditure of public funds. In my State—— 

Governor Srrarron. I didn’t say that at all, Senator. I didn’t 
say I have no responsibility for the expenditure of public funds. 
I have a responsibility for the greatest expenditure of public funds, 
totaling $2 billion. But-I also not only have an appointed cabinet but 
an elected cabinet which has been voted in, which makes up their 
own budget, and all I do is include it in the estimate. The budget 
of the other State officers is handled by the legislature and by the 
budgetary commission, by the individual officers concerned. 

Let me point out something else, Senator. When I did find there 
was something suspicious, I took action, which you and I both dis- 
cussed earlier, that seemed without precedent, to clean it up. 
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Now, more than that a governor cannot do. I eouldn’t tell you 
even though perhaps the mayor of Chicago may have certain State 
funds or may have to make certain reports to State goverrithents, | 
would be foolish to tell you that I could describe what is going on in 
either a State or local or county government today in Illinois, although 
we do have certain relationships. Audits are required ; certain records 
are made, but it is obvious that I cannot be held responsible for 
independent offices in this State or in its subdivisions. 

The Carman. Well, Governor, I don’t believe I want to pursue 
that. Let me tell you what concerns me very much among other 
things, and, naturally, I have to rely upon things that people here in 
Illinois write and say. 

The Federal Government, as I said in my opening statement, is 
responsible for enormous deposits of funds, of business in the insured 
banks: This is the type of thing that I read to you from your own 
papers, and I think these papers, if not objective, certainly are not 
prejudiced in favor of any Federal position in that connection. 

I will read a couple of articles to give you the point that con- 
cerns me about the general conduct of affairs in this State, which 
naturally are influential—well, in the survival and the efficiency of 
our banking system. 

In the Chicago Daily News on October 13 I find this, and I believe 
this is the paper that really uncovered this scandal, that is, one of their 
men. This headline appeared: “Illinois Disgraced: Thiem.” 

This is a headline: “Decatur, Ill., Special.” 

I read: 


“The moral climate of Illinois politics disgraces the State,” Daily News Re- 
porter George Thiem declared here Friday night. Thiem who uncovered $1,500,- 
000 scandal involving State Auditor Orville E. Hodge, urged members of the 


Illinois Press Association to fight for remedy to such corruption. Orville Hodge 
is the product— 


this to me is very significant— 


Orville Hodge is the product of the moral situation in Illinois that tends to wink 
and laugh at misuse of public funds for private enrichment, Thiem told the news- 


men. 

Governor Srratron. Senator, may I make a comment in answer to 
that? 

The CuarrMan. Just one further—that isn’t a single case. 

Governor Srratron. May I make a comment on that particular one? 

The Cuarman. You may ina moment. Let me read another quote. 
That is from Mr. Thiem. I have another editorial here from the Chi- 
cago American, which, I believe, has a reputation of being a Repub- 
lican newspaper. 

Governor Srratron. I hope so. 

The Cuarrman. And quite an admirer of yours. It is an editorial. 
It is addressed to you, really. The title is: “Tell It All Governor”. 

And among other things it says, and I quote: 

The standards of morality around the State house at Springfield and in business 
circles in which Hodge moved had sunk so low that for many months no official, 


no employee, no banker, among the many who certainly knew he was breaking 
the law, made any protest. 
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I can read it allif you wouldlike. Itsays: 


State Treasurer Wright declares he gave Governor Stratton evidence of Hodge’s 
wrongdoing 25 days before the Governor took public action. The Governor 
finally did act. 

He demanded an increase in the State auditor’s bond, under his constitutional 
powers, and moved to force Hodge off the State ticket about the same time the 
process of criminal action began. 

It says: 


The Governor was either extraordinarily unobservant or incredibly naive if 
he failed to note the transformation of Hodge, his intimate associate and political 
whip. His numerous affairs with women are now reported as common knowledge 
in Springfield. His expensive parties, his airplanes and cars, his get-rich-quick 
predilection for ostentation, these certainly could not have escaped the Governor. 
Didn’t Mr. Stratton, as head of the Republican administration, ever think of 
taking his friend aside, at least to warn him about his flouting of morality and 
public appearances? He might have done this even if he didn’t put two and two 
together and draw the obvious conclusion that the auditor’s sudden opulence was 
suspicious. 

Governor Srratron. Senator, may I comment on that point ? 

The Cuatrman. I would like you to comment. 

Governor Srratron. All right, let’s comment, since we have read 
that type of editorial. 

The Ciaran. That is in two of the papers. 

Governor Srrarron. Let me point out this, that all of this is about 
hindsight. If everybody knew this so well, why was it only one news- 
paper found it out, and if that newspaper had to be informed by a 
certain party, why is it if the moral climate is so bad at Springfield 
that under my administration more businesslike handling of the 
State funds has been instituted than ever before? 

We haven’t had a repetition of these difficulties that were in other 
governors’ offices, and, frankly, Senator, I think it is high time that 
the people of this State be told and we discuss openly the fact 
that the Governor’s office from the beginning has been run on a busi- 
nesslike basis, a basis which I can prove has saved tens of millions of 
dollars for the people of this State. 

The preaudit and postaudit system, and things of that kind, were 
put in under executive order under this Governor. I cleaned up 
many problems which were in evidence in this office. 

[ am not going to make a political forum of this hearing, but if 
you are able to find in the Governor’s office today the conditions which 
were so criticized under my predecessor, then I am willing to let the 
record show, but this insinuation that there must be something ter- 
rible about the State administration is not true, the administration 
under Governor Stratton, and, after all, I am the elected Governor 
and not State auditor, attorney general, or some other officer. 

My administration has been run on a careful fiscal basis, and as a 
result of it we have been able to save, and I can show something like 
5150 million for the people of this State in 314 years, and in some of 
those fields, such as the purchasing department and in the food 
inspection and in the revenue inspection, those departments were in 
just the opposite condition when I came into office. 

_ The Cratrman. Do you think that editorial is prejudiced or unfair 
in its observation ? 

Governor Stratrron. Well, anyone can draw hindsight conclusions, 
but the point that might interest you, Senator, is that 414 years ago 
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when I was a candidate for election every one of these newspapers 
endorsed Mr. Hodge here in Chicago, even though they didn’t see 
fit to endorse several of the rest of us. 

Now, it interests me if people were so suspicious of him at that time, 
why did they take that attitude? 

Now, as to Mr. Hodge’s situation, he was always thought to be 
rather well-to-do. He always had traveled in well-to-do circles, and 
as Governor I wouldn’t have any way of knowing about his affairs 
with women, or something of that kind, Senator. I don’t spend my 
time in that type of association. P 

As Governor I am concerned with operating the affairs of the 
people of Illinois and not in some other type of affair, which ap- 
parently was mentioned in that editorial. 

Now, Senator, if you want to be fair about that, you could put in 
the record a dozen editorials from large newspapers in this State 
commending the action of this administration, and to this date still 
commending it, and the way we have handled the fiscal affairs, and 
the way we handled the Hodge affair, and I would like to point it is 
an interesting thing that Hodge, himself, was politically active against 
me, had tried to start an abortive campaign for Governor against me, 
but failed, last winter. 

All of that is known. 

And it is interesting, too, that during this period of time Mr. Hodge 
contributed finally to the man who did run against me in the primary, 
another State officer. 

So this question that I was a close associate just doesn’t ring true, 
because politically this man was causing my difficulty during this 
period several months before he was found out as a common thief. 

The Carman. I assume that the Chicago American would cer- 
tainly be impartial in its questions about this matter. It is a much 
better informed organ than I am. Some of the questions it asked 
seem to me to be very proper questions. 

Whether or not it is hindsight on their part is another matter. 

Governor Stratron. May I make another statement on that, Sen- 
ator? 

The CuarmMan. Yes. 

Governor Stratrron. Just to show you what the climate was at that 
time in handling this case, and I want to bring this in because I think 
there are implications which ought to be cleared up, and with your 
permission I will bring in the criticism from the opposition at that 
time, which was to the effect that I was operating without giving 
Hodge a long enough time to defend himself; that I was moving too 
quickly, and then a week later, on the very day that I got Hodge's 
resignation, what happened? A press conference was called by the 
opposition, in which they said the Governor would never get Hodge 
out of there; that we ought to call a special session of the legislature 
and go through the impeacement proceeding, and I followed that an- 
nouncement within half an hour with the announcement that he had 
resigned, and we saved the people in the neighborhood of a half mil- 
lion dollars in costs of an impeachment proceeding, which would have 
dragged on for months. 

_ So I think we ought to look and see what other people were saying 
in opposition at this time. 
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But if you want the facts of that situation on both sides of the case, 
we will be happy to furnish it and put it in the record. I don’t think 
it belongs there, but since you brought it up in that editorial, and that 
sort of a thing, I will not be unhappy to put in the record some of the 
things from the opposition. : 

The Cuarrman. I did not think the Chicago American was your 
opposition. I thought they were on your side of the fence. | 

Governor Strarron. Sometimes they have been, and sometimes the 
have not. I have never tried to guarantee any paper, and I don’t 
think you did, Senator. We try to get their support as much as pos- 
sible, but I don’t think it can be oad that any one large newspaper is 
committed to any candidate over one period of time. 

The CHarrMAN. You consider it a reputable newspaper, don’t you ? 

Governor Stratton. Oh, definitely. I consider all newspapers repu- 
table, just as you do, particularly during a campaign. | Laughter. ] 

The Cuamrman. You stated, in the Chicago Tribune, I believe, you 
know more about this case than anybody else. 

Governor Stratton. They are a very reputable paper, too, Senator. 

The Cuarrman. Yes. I thought these questions would be very ap- 
propriate. There have been a number of them. me 

For example, now this is what I think it deals with. This is also 
from the Chicago American, and I quote this from page 4 of August 2. 
I think you could take this very seriously. It says: 

Why did Stratton sign an “emergency” appropriation bill giving Hodge a bonus 
of $525,000 for office needs, which was diverted to embezzled cash, without 
asking any questions, a bill rushed through both chambers in the record time 
of 2 weeks? This was on top of other sharp appropriation increases. 

I think that is a legitimate question. I think it is significant if it 
stood alone, nothing else about his own personal conduct was involved, 
that might not be suspicious, but in view of the other activities of this 
man, which did not go unnoticed, apparently, by many people, I 
would think that you would be on notice that this kind of an action 
should be suspect. 

Don't you think a reasonable man would have been suspicious of 
that ? 

Goversan Srratron, You mean because this was a deficiency appro- 
priation ¢ 

The Cuarrman. Together with the other facts, such as his extreme 
extravagance, which has been pointed out. 

Governor Strarron. There was no evidence of extreme extrava- 
gance. He always lived well, and at that time no one had any idea, and 
some of those Lo were criticizing him were happy to accept his hos- 
pitality. I didn’t happen to be invited to those parties, but they 
were there, and I think you ought to remember that deficiencies are not 
of themselves an indication of something wrong in an office. 

My predecessor had a number of deficiencies that were passed by 
the legislature. I don’t think that is proof that I was wrong. Defi- 
ciencies come in to cover the final period in the biennium. They come 
in and are passed by the legislature, and I would like to point out that 
[ made a recommendation which I think will do away with consider- 
able of that practice in my last message to the legislature; I mean, 


the last session of the legislature, in my speech, if you will pardon me, 
Senator, 
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I pointed out that we ought to go on an annual budget, such as you 
do in Congress. Lord knows in Congress you have a big enough 

roblem working it on a yearly basis, but we have a comparable prob- 
em in this State with $2 billion appropriation, and I recommended 
and set up a commission to work out a system of annual budget, an 
annual session of the legislative branch. 

The Cuarrman. What reason did Mr. Hodge give for the asking 
of the $525,000 ? 

Governor Srrarron. Whatever reasons he gave, Senator, he gave 
to the proper branch considering those appropriations, namely, the 
budgetary commission, the appropriations committee of both houses, 
and to both houses of the legislature. 

The Cuarrman. You had to approve it, didn’t you? Didn’t he 
give them to you? 

Governor Srratron. Certainly not. He wouldn’t give them to me. 

The Cuarrman. Didn’t the budgetary commission give them to you? 

Governor Srratron. That is right. They were favorably passed. 

The Cuarrman. What reason did they give that he needed $525,000 ? 

Governor Srratron. Because the funds were necessary to continue 
the operation of the office through that period. 

The CHarmman. That was on top of a million six that we just 
mentioned. 

Governor Stratton. Oh, no, it wasn’t. 

The Cuarmman. Oh, yes. 

Governor Srratron. This is to finish the previous biennium, Sena- 
tor, if you will pardon me. That is to finish the previous biennium. 
You see, even though it was in the last session, the incoming session 
at the end of 2 years always makes up the difference for any funds 
that are needed to continue through the final part of the biennium. 
If you will permit me, the legislature in this State comes in in January, 
but the biennial period of the fiscal year for that 2-year period doesn’t 
end until July 1, and billions may be paid clear up to September 1 
out of that biennium, so that you could see that there is a period there 
of about 6 to 9 months when the legislature has to make up any differ- 
ence in what the original estimate is, and it points out the difficulty, 
Senator, in trying to estimate 2 years in advance the needs of a State 
like Illinois. 

For instance, in our welfare needs alone, where we are spending 
nearly 300 millions a biennium, a difference of only 2 or 3 percent 
can mean a difference of a good many million dollars at the end of your 
biennial period and we always have to account for that through our 
deficiency at the end of the period. 

The same thing is true of your school district funds, which amount 
in this State to nearly $1 million a day. 

All of those things have to be taken into consideration, and defi- 
ciencies are the method through which in that final 6- to 9-month 
period that problem is handled, so it is not unusual, Senator. In fact, 
it is the common thing in all administrations. We try to estimate our 
budget needs as closely as we can, but you could see a rise in unem- 
ployment or a rise in the relief load or the number of youngsters going 
to school can all affect not only the Governor’s office but also the opera- 
tion of the treasury, the operation of the auditor, and in some case the 
operation, say, of the superintendent of public construction, or even 
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occasionally it might affect the attorney general’s office, although not 
quite so strongly. uta: 
; The Cuarrman. Why do you think the constitution gives you the 
power of veto if you are not to exercise discretion in the approval of 
the budget ¢ aia 5 

Governor Srratron. I exercise discretion to approve it, but I vetoed 


over $22 million, including direct appropriations, including an increase 
in salary for the legislators themselves. In all I vetoed over $54 mil- 
lion authorized over the State alone. That is a record that no other 
governor has had. 

~ The Cuatrman. It seems to me that it is all the more remarkable that 
you didn’t veto this. 

” Governor Stratton. Not at that time. You can say that 2 years 
later, but at the time it was for a proper purpose, and there was no 
reason to question it. 

The Cuamman. I am informed that this is the only deficiency ap- 
propriation going back as far as 1946; for 10 years there has never 
been another deficiency appropriation for the auditor. 

Governor Stratron. Well, that is possible, but the auditor’s office 
had been expanded. In the meantime, with certain activities such as 
the audit of the university, the municipal audits, things of that kind 
which ran into a considerable fund, and another thing you must re- 
member that some offices might go by without a deficiency for a period 
of time and then suddenly be faced with a deficiency. 

It is interesting that in my time as treasurer I ran it on the lowest 
amount and turned back the greatest amount of any treasurer during 
the postwar period, and yet there were times prior to that when the 
treasurer had to ask for a hundred thousand or two or three hundred 
thousand deficiency. 

The CuarrMan. It is interesting that you were so careful about other 
appropriations and vetoed such very large amounts and this one, which 
as you say we now know was wholly unjustifiable, and was being 
embezzled 

Governor Srratron. I don’t say that in justification. I say it was 
for a proper purpose, and if it had been properly spent, it would have 
been justifiable. 

The Cuarrman. What was the purpose ? 

Governor Srrattron. It was for the operations of his office, for the 
various functions, and then the increase that you talked to me about 
later in this next biennium period, I gave you what that was for; I 
gave it to you in detailed form and as part of the budget record of the 
State. 

And let me point out, Senator, too, I did veto a number of the audi- 
tor’s requests. I vetoed requests to extend his authority over the bill- 
collection agency, and various financial agencies of the State. 

I vetoed, as I recall, some 8 or 9 measures which he was interested 
in, so that—and, incidentally, on the Surplus Property Act I 
refused 

The Cuamrman. How do you reconcile that statement with your 
previous statement you had no control over the auditor ? 

Governor Srrarton. I didn’t say that. I said I had no control over 
the operations of the auditor’s office. I do have control over legisla- 
tion, just as the President of the United States signs or vetoes any- 
thing you ean pass, Senator, in the Congress. 

83551—56—pt. 240 
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The CHuarrman. You have great control over his appropriations, 
which is the very lifeblood of his office; isn’t that right ? 

Governor Srratron. That is right; no question about it. 

The Cuarrman. And you do have responsibility for it. 

Governor Stratron. And I exercise that responsibility, Senator, 
and you will find that those appropriations were made for proper 
purposes, such as remodeling his office, to handle the new surplus 
property account, to do a number of things which are specified and 
which are very easy to check in hearings before the legislature. 

The CuatrMan. Did you check and list his requests at all, or was it 
just a routine formality ? 

Governor Srrarron. It wasn’t a routine formality with me. The 
way I run the administration of the State funds, I couldn’t have 
made these tremendous savings and set a record as Governor in this 
field, and I am not limiting it to either party, to both parties. [I 
couldn’t have made that record, Senator, if I hadn’t been very diligent 
and careful in my handling of the bills passed. I vetoed 195 pieces 
of legislation compared to the usual veto of about 40 by a governor, in 
the last session alone. I have already told you the total amount vetoed 
has set a new record. 

The Cuarman. I will read a little more from the American as an 
illustration. 

Governor Srrarron. Pardon me, Senator. Is that your favorite 
paper in Illinois? 

The Cuatrman. I can read from the Tribune if you prefer the 
article in question there. I think these are reputable newspapers. 
They reflect, I think, the interest of many people at large in the matter 
of public concern, because this is a matter of public concern. 

Governor Srratron. That is right. 

The Cuairman. It not only concerns the FDIC and the Federal 
Government, but it certainly concerns the people of this State. 

Governor Srrarron. May I suggest another paper. 

The CHamman. You have the editorial saying what I just read 
about the morality around the statehouse and Mr. Thiem, what he 
just said a few days ago, and here is a further statement. He is 
referring to your conduct regarding Mr. Hodge, and I quote: 

He— 
that is, referring to you— 
ducked the basic issue how Hodge fooled the Governor and all his watchdogs— 
and that is what we have been trying to find out in these hearings 
from the beginning. 

Governor Srrarron. I think we have pointed out the reason why it 
was possible, because of the weakness in our constitutional and legal 
system, and because of the weakness in the banking system. 

Now, those two things go together. 

The Cuarrman. I don’t quite see that. The trouble is that consti- 
tutional requirements were not lived up to. He did not make a report, 
and his requests for these additional funds apparently were passed 
more or less as a matter of form, as it said, without hearings, in 
record time. All of these together. I grant you no one of them might 
be sufficient to throw up a red flag, but if you put all these various ele- 
ments together, as this editorial does, and you don’t question the 
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statement of facts about his actual ownership of these airplanes and 
cars and the purchases of hotels and his conduct here in Chicago. 

Governor Stratron. He lived on that scale for many, many years, 
Senator, as a member of the legislature. 

The CuatrmMan. That isn’t according to the paper. 

Governor Stratron. You are reading an editorial comment, Sen- 
ator. You are not reading a comment on the fact, and let me oe 
out, if I may, for every paper you read that took that tone I will get 
you 20 papers from over the State where editorials took just the 
opposite tack in commending the governor for his diligence and the 
attorney general for his diligence in handling this situation. 

The Cuamrman. I wanted you—you know more about this case than 
anybody else—I wanted your answer to these questions asked by these 

papers. 
Gendenn Srrarron. I think I have given them very thoroughly. I 
would not be here today if I were not interested. I would like to know, 
as you do, how a man can do these things. 

The Cuamman. I know you are more interested in this case than 
Iam. I know that. What we are trying to do is get your comment 
on it. 

Here is one from the St. Louis Post Dispatch, and these are lead- 
ing papers. 

Governor Srratrron. The St. Louis Post Dispatch also happens to 
be the chief opposition in the State of Illinois. But that is all right. 
Go ahead and read it. 

The Cuarmrman. I don’t know whether it is opposition or not. 

Governor Srratron. Well, I do. 

The CuarrmMan. But they said this on the 17th and 18th: 


Why did Governor Stratton and Attorney General Latham Castle wait so 
long? 

That is, it is the same question that is asked by the Chicago Ameri- 
can. There is a certain similarity in the questions. 

Governor Stratron. Well, I will give you the answer. 

The Cuatrman. All right. 

Governor Srratron. We didn’t wait so long, and your party’s can- 
didate for Governor at that same period accused me of acting too fast, 
and said in all his experience as an attorney he had never seen a time 
when a man was given less chance to defend himself, and Hodge should 
be given time. Now, that is a matter of record. I am just stating that 
to show you the climate at that time and what was being said. It is 
fine for somebody 3 months after a man has done a job to come along 
and say we would like to do this or that. It is like Monday morning’s 
quarterback. And the people who didn’t have the responsibility can 
always say, we could have done it this way or that way. But the fact 
is we did get the job done effectively. Hodge is serving a stiff sentence. 
We have gotten back a large portion of the assets, and what more can 
you ask an administration to do? 

The Cuarrman. Governor, you move too fast for me.. 

Governor Srrarron. Well, you kind of prod me along a little bit, 
Senator. 

The Cuarrman. I am slow on my feet. You shoot the question be- 
fore I can ask it. Not one of these questions is addressed to the way 
you moved after you started. The question concerns why you were 
so slow in starting at all. 
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Governor Srrarron. I don’t consider I was slow. 

The CuatrMan. They are two entirely different questions. The 
question of the rapidity with which you moved after the Chicago Daily 
News broke the story in contrast to the way you moved after you knew 
Mr. Hodge was involved. It is no secret. Many people believe Mr. 
Hodge is covering up. You had this long conference with him and 
some newspapers have raised the question, and other people, even the 
Chicago Tribune I recall in one editorial said it is too bad perhaps 
from the point of view of public affairs that he pleaded guilty and 
went to the penitentiary without making any explanation of what 
went on. That is one of the reasons this committee has been seeking 
to find out actually what did take place. Now you are reiterating the 
rapidity with which you put him in jail, whereas if he had been sub- 
jected to cross-examination and subjected to a jury trial to reveal what 
actually took place, instead of being a reason for you to be commended, 
it is at least, in view of some people, a reason to go further into the 
matter, and there are two different matters here. You shifted so 
quickly it is sort of hard to find where the key is. 

Governor Srratron. May I comment, Senator, on that ? 

The Cuarrman. This question goes to why did you wait so long to 
move at all. It has nothing to do with the rapidity of your action 
after you started. Can you take one at a time slowly, because I am 
a very old and tired man and I cannot follow you so quickly. 

Governor Srrarron. Senator, I will take both of those. You want 
the reason first about my actions at the time. 

I will start by saying that in the first instance it was the question of 
investigating charges, which although they had to do perhaps with 


maladministration, would not have given the governor authority, in 
my estimation to use emergency and drastic action. I did ask for an 
investigation by the only distinct body which could be called into 
action at the time, but when I did find out a few days later that there 
was a definite case of embezzlement involved, then my action, of 
course, Was very Pape, 


Now, to get to the other question that has to do with interrogating 
Hodge, let me point out, and I don’t like to criticize, Senator, but 
apparently you haven’t had a chance to be shown the full record. 
Hodge has had the opportunity to be interrogated, not once, but I 
suppose 5 or 6 times. You spent a good deal of time with him; the 
State’s attorney of Sangamon County spent a great deal of time with 
him; the Federal district attorney here in Chicago spent a good deal 
of time with him; the State’s attorney of Cook County interrogated 
him, and if all of you gentleman, with your legal background and your 
skill at questioning, if you gentlemen weren’t able to elicit any further 
information, how do you expect that a governor could get any infor- 
mation from him? I wasn’t the prosecutor. I wasn’t the investigat- 
ing agency. I took the administrative steps I thought necessary to 
remove him from office, but this idea that he was spirited away without 
being interrogated is absolutely contrary to the facts, Senator. I am 
sorry they haven’t shown you the full record. 

Now, as a matter of fact, I can show you, and I left it out here 
because I didn’t think it was pertinent, but I can show you that dur- 
ing this period when I was trying to remove him from office, he was 
being called before the State’s attorney, and later up here, after he 
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was removed from office, both the Federal district attorney and the 
judges, and they even threatened him indirectly with loss of parole, 
as 1 understand it, by this committee. Fle was tlireatened in the court 
indirectly with receiving a long term if he didn’t give complete 
answers. 

Now, I had no authority to do anything of that kind. The proper 
prosecuting authorities, investigative authorities have been at Hodge 
not once but a number of times. What they have found out I don’t 
know, but the fact remains that that is their duty, and to accuse me of 
not finding out something about the case is not compatible with the 
facts, Senator, and I say that because that is a serious point and a 
serious charge and, actually, the State’s attorney of that county of 
Sangamon—and I can give you the dates, if you would like. Would 
you like to have me give you the dates when he was interrogated ? 
~ The Crarrman. Yes, if you would. 

Governor Srrarron. Incidentally, Senator, the Sangamon Coun- 
ty State’s attorney made those interrogations public. I can give them 
to you here. 

July 11, Hodge walks out of interrogation session with Coutrakon because he 
would not talk any further without counsel. 

July 12, Hodge is subpenaed to appear before the grand jury. 

Let me go on down here—— 

The Cuatrman. When did you move? The 16th—what about it? 

Governor Srratron. No; I moved earlier than that. I asked for 
his resignation as early as the 10th, and I got this investigation under- 
way as early as the 5th. 

The Cuarman. Is there anything we need to know—I mean do 
you think the people of Illinois and this community know all they 
need to know about the Hodge case? 

Governor Srrarron. I think you know all that anyone else has been 
able to learn. I would like to see more light on the subject. I was 
hopeful, Senator, that in your interrogation of Hodge you could 
clear up any of these points which have been raised, either as a politi- 
cal issue or as a matter of curiosity. But I know this, that the man 
has been interrogated on a number of occasions not only by this com- 
mittee but by the proper prosecuting and judicial authorities of this 
State. 

As Governor, I do not control the judicial process, and I think that 
Hodge has been before the courts and before the prosecutor to my 
knowledge at least five times to be questioned. 

The Cuarmman. But Mr. Hodge refused to answer many questions. 
The significant ones he evaded. 

Governor Srrarron. What do you want me to do about that? 
Could you make him answer? What am I supposed to do to make 
him answer those questions? 

The Cuarmman. I couldn’t. He is already in the penitentiary, and 
Tam afraid that our powers didn’t awe him very maak But you knew 
so much more about the case as you properly stated. You were con- 
ferring with him before his fortunes were determined. You had 
talked to him, as you said, for an hour and a half and I thought per- 
a you could enlighten us as to why he took this money and what he 
did with it. He refused to tell us. He said he couldn’t remember. 
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Governor Srratron. I couldn’t get it out of him, and incident- 
all 

The Cuamman. What did he tell you? We would be very inter- 
ested in what he talked about. 

Governor Srrarron. Essentially what he talked about was this mat- 
ter of restitution. I told him that was a matter for the State’s attor- 
ney—any story he had to tell—and that is why I called the State’s 
attorney immediately and asked him to get together. It was not pos- 
sible, as I pointed out, for the State’s attorney to see him immediately. 
I wanted him to tell the State’s attorney while he was in the mood. 
He had resigned, and at that time I thought he might be in the mood 
to be amenable to questioning. I wanted the State’s attorney to do it 
and get it on the record. 

I would like to point out, too, that in this whole period he was prob- 
ably lying to me as he did to other people. When I first called him 
on the carpet, when I was getting ready to find out what had hap- 
pened on this so-called payroll business, there is no question he lied to 
me, and he lied to the press at that time. 

Now later I was not satisfied with the explanation, so I asked the 
treasurer to bring me any records which he might find that would be 
pertinent, and when I went through those records carefully, I was 
convinced that the man was an embezzler, that there was a serious 
basis for the charge of embezzlement, and I took the drastic action 
which resulted in the next 2 or 3 weeks in getting him out of office 
and getting him before the judge to be sentenced. 

I wish I could tell you more, Senator. Do you know what I would 
like to know? I would like to know who his associates really were in 
some of these businesses that he was in. I would like to know just 
what his operation was with the banks. I personally believe that per- 
haps there were other financial institutions involved that he might 
have used undue influence in his position as supervisor of their opera- 
tions. There were other types of institutions, you know, under his 
authority. I think it would be a very fertile field for you. I don’t 
mean to be telling you your business, but a very fertile field in this 
investigation would be to enter into an investigation on whether he 
held financial interests in other institutions, or whether he used the 
power of his office to be able to manipulate other financial institutions. 

The Cuatrman. I was hopeful you would tell us. The Chicago 
Tribune said you said you knew more about this case than anybody. 
They quoted you on that. 

Governor Srrarron. I know more about the handling of the ad- 
ministrative action taken to remove him from office and handling it 
from that way. But the investigative and the judicial end, of course, 
are outside my jurisdiction. 

But I do think you can perform a great service. I want. to point 
out what facilities the State did have. The attorney general and the 
State’s police were put at the disposal of the State’s attorney—the 
proper Officer in this State to prosecute this type of investigation. 

The Cuarrman. I took you at your word. The Tribune says: 

I think the committee will grant my request and I think they would be wise 
to do so. I am the one witness who knows most about this case. 

Governor Srrarron. I can’t tell you something I don’t know. 

The CHatrman. As you know, both Mr. Hintz and Mr. Epping 
refused to testify; one took the fifth amendment and the other one 
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without any good reason refused to testify, and I feel he is subject to 
contempt of the Senate, but he is under your jurisdiction. He is 
under your physical control as Governor. _ 

Governor Srratrron. I made him available without any trouble, 
didn’t I? 

The Cuarrman. You certainly did. Here is the type of question 
that arose, and I think a legitimate one. This is from the Sun-Times. 
I don’t know what relation it has to you, but I again feel these papers 
know more about the background of this, of course, than I would 
know unless I studied it for months, 

Governor Srratron. Sometimes I think they know more about it 
than the Governor knows about the background of this. 

The Cuatrman. They certainly did. In uncovering it they proved 
that. 

Governor Srrarron. I’m not sure that is a very proper attitude, 
as I think just one paper received that information. 

The Cuamman. The Sun-Times asked this question—it says 
[reading]: 

After Hodge denied to Chairman J. W. Fulbright he was trying to cover up 
some political association, ete. 

That is the sort of thing we ought to know. 

Governor Stratron. I think we ought to know it, and I thoroughly 
resent any implication that any political deal was made in the pres- 
ence of the Governor and the attorney general of this State. I think 
that implication, Senator, is a dastardly thing, and I believe that 
that question ought to be answered. I wish I knew myself what was 


in back of it, and I think it is one of the most nefarious sort of things 
I have ever heard of. Do you think for 1 minute that the Governor 
of this State and the attorney general, in the presence of witnesses, 
would not try to find out what was possible about this sort of a situa- 
tion? Do you think that we would make some sort of a deal of that 
kind? To start with, what point would there be in it? This man has 
caused me more difficulty, more heartache—not ay me but the peopl 


of this State. Why should we want to defend him? Why would there 
be any reason why we shouldn’t follow a clear-cut course of making 
him pay the penalty and getting every penny and doing everything in 
our power to see that it wouldn’t happen again? And, Senator, may 
I say, and I repeat I think that is a dastardly sort of inference to make, 
and I thoroughly, as Governor of this State, resent it from whatever 
source it came Phen. [Manifestations of applause. | 

The Cratrman,. I warned the audience that the marshal will see 
to it that these advocates will keep their peace. You are not here to 
demonstrate. 

Governor Stratron. Do you think if I knew, Senator, I wouldn’t 
tell you if I thought there were any political association 

The Cuarrman, I am asking you what you know about this case. 
This man has some very unsavory associations, as you know, that have 
been brought out from time to time. 

I think the matter of the 1 —this committee has found it most 
unusual that the United States district attorney refused to make avail- 
able to the committee ledgers that Mr. Hintz kept regarding these 
funds. Do you think that is justifiable procedure ? 

Governor Srratron. I don’t mean to criticize any Federal officer, 
but I would think unless there is some legal right involved on the 
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part of the defendant, I would see no reason why it shouldn’t be made 
available to the committee. Any information I might have on any 
of these matters, you are welcome to. It seems to me that I read most 
of that ledger in the press. You say you can’t get it. I have the same 
problem with these things. It seems it is possible for the press to get 
information that this committee or perhaps the State government 
can’t get. 

Wier Cuniteicnhte, That is one of the things that I have never seen 
before in my experience, that here we tried to get it, we requested Mr. 
Tieken to give it to us, and we have been put off and put off and we 
haven’t yet received it. 

The fact that it appeared in the press, we don’t know if it is accu- 
rate or full or not. I agree; I saw some of it. I think the one reason 
they gave it to the press was because of our pressing them to give it 
to us, but we have not yet received the original nor have we been per- 
mitted to look at it. 

Governor Srratron. You have your problems too, Senator. Any- 
thing I can do to help get any information, I will do it. 

The Cuarrman. You can see, I think, that Mr. Hintz, in a capricious 
and unjustifiable manner, refused to testify. Mr. Epping took the 
fifth amendment. So to a very great extent the committee has been 
frustrated. When we see allegations that he is covering up, Mr. 
Hodge is covering up, that he is unwilling to expose his associates, of 
course, the picture is not a very good one, and these other actions are 
consistent with that theory. That is all I am trying to discover. 

Governor Srratron. Senator, nothing would please me more than 
to have you get every bit of information possible to have this com- 
pletely brought in the open, and I repeat again that any agency of the 
State that you think can help I will be glad to do it. 

If it was a question of a State officer withholding information, I 
would do everything in my powers to persuade him to make it avail- 
able to you. I know that the attorney general feels the same way, and 
I am sure that the local State’s attorney in this State would provide 
you with it. 

Now, I do not have any control, of course, over the action—nor 
should I criticize—of a Federal officer, but my own personal opinion 
is that unless there is some legal right involved on the part of the 
department that would make it violate the law I would see no reason 
why this committee shouldn’t have all the information that’s avail- 
able—unless it would prejudice I'd say some case being heard. 

The Cuamman, Frankly, I don’t either. 

There are other questions that have arisen which do not bear directly 
upon the bank. The significance of what has gone on with regard 
to this case really arises from the condition which I mentioned in the 
beginning, Mr. Thiem’s statement about the moral atmosphere in this 
State and that statement by the Chicago American with regard to it. 

If it is that bad it raises the question very clearly of whether or not 
the FDIC ought to be the agency to assume responsibility. If I un- 
derstand you correctly, you do not think it is as bad as they say it is? 

Governor Srrarron. But it certainly isn’t within my own admin- 
istration. Now, what the administration is with regard to supervision 
of banks or into some other agency, Federal, or State, I would have 
no way of knowing, but I do know this: That the general atmosphere— 
and I think in all fairness we should say in both parties, and in their 
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operations and in the elected officials—I think it has improved over 
> years. 

This is a big State, there have been things happen in the past that 

no one was proud of in either party among officials, but the old saying 

that because one man betrays its trust everyone else automatically 

should be cast in the same condition or situation doesn’t hold. . 

I pick up the paper every day and find an embezzlement going on in 
a bank or among some public officers practically all over the country, 
and I noticed one just a few days ago in one of your neighboring 
Southern States—was it Louisiana or Alabama, one of those—where 
they had a large embezzlement—at least it was charged—by the State 
officer, I think he was director of conservation. My recollection is it 
ran into several hundred thousand dollars. 

I don’t know the truth of it, but I am just saying every time you pick 
up a paper you find embezzlement going on in a bank just like you 
find murders going on even though there are laws against murder, 
there are laws against embezzlement. 

Unfortunately, we don’t know what happens to people, but some 
people will embezzle, some people will murder, even though there are 
strong laws seeking to prevent it. 

Now, I think this: That the FDIC could be made probably more 
effective in the handling of its work. At the same time, as I pointed 
out earlier, I don’t think the State auditor ought to be in the position 
of controlling the operations of banks in Illinois. 

Now, there is another point that you, I thought, Senator, put rather 
well, and that is this question of the balance of powers; how far we 
would want to go in giving the Federal Government complete control 
of the banking institutions of a State. I think there is probably a 
happy medium there. I think that it could be worked out on a basis 
where certain types of insurance, for instance, might be withheld if a 
State officer, or someone with an interest that wasn’t proper, was known 
to be an officer of the bank or held stock in it. 

I think there are ways that this could be handled, and I think it 
ought to be—and I am sure that in view of our original statement that 
you have the same attitude on it. It shouldn’t be too difficult. We 
have to change our laws all the time to meet these contingencies. 

The Carrman. Governor, Mr. Wallace would like to ask you a 
question, if you don’t mind. 

Governor Srrarron. I would be happy to talk to Mr. Wallace. 

Mr. Watxace. Governor Stratton, you were mentioning the em- 
bezzlements of banks and thefts and murders and so forth. I am 
sorry, I didn’t get the context in which you were discussing these 
thefts. Did you mean to say that people are dishonest ? 

Governor eis Well, apparently a few le, and the inter- 
esting thing is—I said it in a discussion with the Senator—that em- 
bezzlement is not uncommon, unfortunately, in this country in either 
public or private institutions, and I would say at least I haven’t seen 
a week go by in recent months that I haven’t found an embezzlement 
in some bank or some public institution. 

As a matter of fact, when I came into office I found embezzlements 
that went back 30 years in 2 of our mental hospitals, and 1 of them 
at Jacksonville, incidentally, who was a trusted woman employee, and 
we found she had been embezzling for 30 years. 
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Now, apparently that type of thing goes on. Sometimes it is large, 
sometimes it is small; but despite all the laws that have been passed 
and all of the checks and balances that we put into these various 
financial operations, unfortunately some people can’t resist stealing, 
apparently. 

Mr. Watiace. Governor, wouldn’t you agree, however, that we ex- 
pect some people to steal and we have policemen to try to prevent it—— 

Governor Srrattron. That is right. 

Mr. Wattace. But there is a big difference between the Hodge theft 
and the usual private bank embezzlements. We accept the fact that 
some individuals will steal and hire policemen to stop them, But 

Hodge’s thefts are not comparable to ions of private persons. They 
are comparable instead to thefts by the policeman himself. There is 
a tremendous difference between stealing by an individual, which we 
expect, and stealing by a public official who the Government and the 
people depend on for protection. 

Governor Srrarron. That is right; no question about it. In this 
ease an oflicer the people themselves had trusted enough that they 
elected him for that responsibility. 

Mr. Wattace. You were mentioning these private thefts. I think 
we ought to make it clear that there is a vast difference here be- 
tween a public theft by a person who is trusted by the people, and a 
private theft which we expect and have policemen around to try to 
stop. 

Governor Srrarron. Well, that is true in both cases. It is repre- 
hensible, but there is no question that the effects are worse where a 
public official is concerned, and also the corollary of that would be, 
when you say you expect them to steal, some of us are of the feeling 
that most people are not expected to steal, and when a man is elected 
and he takes the oath of office, that he will carry out his responsibilities 
properly, and fortunately in most cases that is true. 

And the shocking part about a situation such as this is because only 
occasionally does a man violate his trust, and that would be true no 
matter what party affiliation he had or what particular office he held. 

Fortunately for this country, over the years the people have been 
rather fortunate, and I think have shown good sense in being able 
io elect men that haven’t betrayed their trust, that have upheld their 
responsibilities ; but it is the exception that shocks us so, because it just 
doesn’t happen as often as it. does, as you say, in private business. 

Now, I don’t mean to indict private business or banks, but it is true 
that there is more embezzlement and more difficulty in the handling of 
private financial institutions and private business, by far, than you 
find in public life, although in public life the spotlight is on it, and 
rightly so; the people demand a closer check on it. 

Mr. Watiace. But the people have a right. to expect a much higher 
standard of morality among public officials than ae do among pri- 
vate business. 

Governor Srrarron. That is right; and I am just optimistic enough 
to believe that in the main they receive that higher standard of per- 
formance, and I don’t mean, as I said, to be too critical of the failures 
of the people in private business. 

The Carman. If I felt that this is really an isolated instance, 
that Mr. Hodge is a—we’ll call him a freak or unique character— 
and that no one else is implicated and that the system is quite all 

















ILLINOIS BANKING SITUATION 879 


right, and that the atmosphere under which the public business is 
carried on is all right, I must say I wouldn’t be too concerned. 

It is the thought that has arisen, not just from my investigation, 
but obviously contained in these discussions and editorials and articles 
in the papers that that isn’t the whole story. The Tribune, the Chi- 
cago American, all of them have raised this question about Hodge, 
the implications growing out of it, of connections with other people 
who have not been exposed, and I would think you and everybody 
would be interested in developing that to the fullest. 

Governor Strrarron. We are, Senator; and I might point out that 
those papers 4 months earlier, at the time of the primary held in this 
State, took exactly the opposite view when, for the first time, all 4 
of those major papers were high in their praise of the handling of 
the State’s business. 

Now, again I point out that you have a situation here that we all 
deplore, but I appreciate your saying that perhaps it probably isn’t 
general. I don’t think it 1s, but I wouldn’t be so naive as to say we 
shouldn’t make some improvements so it couldn’t happen again. Now, 
that is the point. 

The CuatrMan. I didn’t say that it wasn’t general, I don’t know. 
There are things that can be done, that have been done, that lead to 
the laxity which results in this kind of scandalous, terrible experience. 

I may say in all deference that I think constitutional requirements 
such as we have mentioned should be abided by. I think that the 
filing of reports under oath have a deterrent effect. I think that 
when a man gets by with an evasion of one requirement he is tempted 
to go on to another one. 

To use an illustration, I think this shortage in the Elmwood Bank 
which was discovered last week is an outgrowth of the Hodge thing. 
] mean if a man is in an atmosphere in which people, somebody is doing 
it and getting away with it, then there is no reason why he shouldn’t. 
It is the type of thing that feeds upon itself. 

If it has deteriorated to that stage it calls for radical, drastic 
changes. ‘That is what we are really interested in in Illinois. 

In all fairness, I don’t think you have pointed to any comparable 
embezzlement in any State that I know of. I know very intimately 
the affairs of Arkansas, and while from time to time there have been 
minor wrongdoings I can’t recall of anything comparable to this ever 
having occurred in that State. Recently a man attempted to cash 
some false warrants, and they caught him immediately, and it never 
got past the treasurer’s office, not for 10 minutes. They caught it when 
it came in, and I, of course, am very pleased that they did. I think 
that is the more normal thing. 

Now, what is wrong here that these procedures related here re- 
sulted in this? 

Governor Srrarron. I think divided authority, and TI think, too, 
that too much authority is concentrated in the auditor’s office, Sen- 
ator. I think the function of issuing the warrants and then receiv- 
ing them back, and keeping the man who issues the warrant having 
all the supporting evidence for the warrant is improper. It certainly 
wouldn’t be tolerated in modern business, and also to get back to 
your original observation there, the reason that I was so careful—it is 
not required by law but by executive order—I was careful to put in a 
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double audit system in all the governor’s departments, showing that 
1 was aware of these dangers. 

But again, I repeat, I am not elected to and I cannot run these 
other offices. I am not expected to in this State. 

But at the same time, that doesn’t prevent me from saying that I 
think there could be changes made. I think that like every improve- 
ment that is made in the governor’s office, where the bulk of the 
State’s business is handled—and I repeat again I am dealing in billions 
of dollars and 50,000 employees whereas these people are dealing in 
hundreds and hundreds of thousands—they ought to have the same 
improvements and the same control, and then you wouldn’t have this 
situation. 

And there are two things in the auditor’s office wrong, as I see it. 
It isn’t a question of who appoints him or elects him. I think that, 
No. 1, the two functions of comptroller and administrative function 
of supervising the banks and other financial associations should be 
divided, and I think, too, that the initialing of warrants by the audi- 
tor himself is bad. I think the man who is the disbursing officer 
should not also be the chief auditor of those disbursements. I think 
that is the weakness in the whole system. 

And I think, Senator, that that is the key to your operation of the 
auditor’s office, if you take that power away from him to audit his 
own disbursements. That is what it amounts to. 

The Cuarman. Governor, it is getting along the time I suppose 
we ought to recess, but I wonder if we could come back just for a 
moment. The thought that keeps occurring to me is the accumu- 
lative evidence that arose during these 2 or 3 years. The embezzle- 
ment apparently started, at least in the Southmoor Bank, in late 1953 
on up until July or June of 1956, but you had these things, you had 
these large increased appropriations—I believe including the de- 
ficiencies it amount to about 43 percent over the preceding year or pe- 
riod. You had this very rapid spending where the amount was de- 
pleted far ahead of schedule, and you had the refusal to file reports 
required by the constitution, and you had his obvious extravagance 
far beyond anything that he had ever had before, the two airplanes, 
and so on, the homes, all that. 

It does seem to me that that was sufficient to give notice to ob- 
servant persons that there was something wrong with this man, don’t 
you think so? 

Governor Srratron. Well, it would be if those things were known 
at that time, but no one knew, the FDIC apparently didn’t know 2 
3 years ago about the embezzlement at the bank. 

The Cuarrman. The increased appropriations certainly ——— 

Governor Srrarron. The appropriation, again I repeat, sir—the 
appropriations were made for a proper purpose, and in the third 
place the idea of the homes or the airplanes, and that, the man had 


been living like that for years, and he didn’t associate particularly 
with me. 


I had no reason of knowing what his personal habits were any 
more than I would know anyone’s in this room, particularly. 

I have a tremendous responsibility as governor ; I am busy at it, and 
I don’t go around socially- with these people. I don’t sup I have 
ever set foot in the auditor’s office, or any of the other State offices, 
except maybe once or twice in a year. 
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My job is to run the governorship, and these people come now 
and say, “Well, it looked hke he was living in a fine manner.” 

He has always been considered a well-to-do man, Senator, and the 
people who were around with him the most, legislators in both parties, 
incidently, and in his payroll padding it is interesting that he had 
three opposition chairmen on his payroll at high salaries—— 

It shows that apparently both sides that associated with him thought 
that he was all right, a hail fellow well met, and he was flamboyant. 

[ will go this far and say, Senator, that I didn’t think that politi- 
cally he was reliable and sound, and I say that for this reason : the man 
had a tendency to make abusive statements about some of us from 
time to time in quarters where I thought it was unfortunate, and 
politically I though that he was rather flamboyant, but of course I 
never dreamed that he was a common thief. 

Now, there is a big difference between saying I might not like to 
associate with a man because he says things that I don’t think men 
should say in high public office, but it is another thing to suspect a 
man of being a thief. Politically I didn’t think that he was sound, 
and I had stated so even before this had happened, but the question of 
this embezzlement, that is an entirely different thing. 

I can think of many people I might not like to associate with all 
the time, but that doesn’t mean they ae to be burglars. 

The Cuarrman. But I can’t help but believe that, as Governor of 
the State, and with the constitutional power to require a detailed 
statement from him, you were about the only man in this State that 
had the prestige and the power to do something about this man. 

If you thought he was politically unreliable it would seem to me that 
is only an additional reason why these other circumstances should 
have made him very suspicious to you. 

Governor Stratton. Well, the other circumstances, as I say, were 
not that evident, because a governor might not rely on the political 
stability of some other elected official doesn’t mean that he would auto- 
matically think that a man was a thief. 

I do say this: That there was no way in the nature of the operation, 
and it is the weakness in our system here, but until the people seek 
to change it, there is not much we can do except try and modify it as 
much as we can through law, but consitutionally we have a balance of 
power government in Illinois. 

Now, whether it is right or wrong I am not going to argue the point 
here. It would be much easier for the governor if he had complete 
authority in all of these fields, but whether or not the legislature or 
the people would be willing to grant that is another matter. 

Over the years they have resisted it. Now, I asked, for instance, 
in the last session of the legislature for a permanent investigating 
committee to investigate matters in the State at any time and with 
full authority to move into any area, but I was turned down on it, and 
I haven’t been able to get it through. 

_ I have asked for increased powers for the attorney general to 
investigate, but those powers have not been granted. 

I might say that one of the chief reasons has been that other 
authorities oppose it, so that it isn’t as simple as it sounds, Senator, 


just to say, “Well, this ought to be.” Tt is another thing to get people 
to agree to it. 
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And there is some question and always has been about how much 
power you should give a governor. If you give a governor complete 
power and he turns out to be dictatorial and dishonest, then you 
have got an even worse problem, so at least here you have a check 
when something does go wrong in another State office that it doesn’t 
spread and affect the entire government of the State. 

The CuatrMan. Governor, it seems to me that the department of 
finance, which is under you directly 

Governor Srratron. That’s right. 

The CuarrMan. Its head is your appointee, and you have the power 
of investigation. You're given this power; that is, the department 
of finance is under your direction, to report to the attorney general 
for such actions, civil or criminal, as the attorney general may deem 
necessary, all facts showing illegal expenditures from the public 
money or misappropriation of the public property. 

Governor Srrarron. That’s only within my own department 
though, Senator. The finance act has never operated to apply to 
the other State officers. Neither does the civil service and personnel 
acts. 

Now, the language you read in those acts in the personnel act 
is confined and operated through the governor’s department, which 
I reported earlier consists of the great bulk of the State’s business. 
But the State officers do not subject themselves to the governor 
either in the matter of supervision of personnel or supervision of 
finances. And that also includes the independent legislative com- 
missions do not have to—— 

The Cuarrman. There’s no question that if you did have a suspicion, 
if you had been put on notice, you had the power to require these 
reports under oath in detail. You know that. 

Governor Srrarron. When I became suspicious I took drastic 
action. 

The Cuatrman. The question really isn’t whether you have lack of 
power to doit. It was that you felt that there wasn’t sufficient reason 
to put you on notice? Isn’t that the real point ? 

Governor Srratron. I think that is part of it, and part of it is that 
as Governor I am elected to run the Governor’s office. It would be 
thoroughly resented if I were to walk into the secretary of state’s office 
or the attorney general’s office or the auditor’s office and start trying to 
inflict my policies. It would end up that I wouldn’t get any coopera- 
tion. Because you must remember, Senator, in this State we have a 
strong tradition of a balance of power. 

Now, it’s the same way with the legislative and judicial commissions 
which spend a lot of State funds. They do not have to report to the 
director of finance. They probably should, but they don’t. Now, only 
as a courtesy they may occasionally say, “We're going to spend this 
much this year,” something of that kind. But I can’t say, “Well, you 
can’t spend it,” nor can the director of finance. 

Now, in my own departments he can say that. 

Another thing, Senator, I want to point out which hasn’t. been 
brought out. Any expenditures for capital outlay for improvements, 
construction, in the Gores departments can only be made after 
they’re appropriated under written order and release of the Governor. 
That does not apply to Mr. Hodge’s former office or to the other State 
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officers. If they get an Spereprnioen for capital outlay, they can go 
ahead and spend it, contract who they want to use it. 
But in the Governor’s office, none of my cabinet officers are allowed 


: under the Finance Act, even after the appropriation is made, to spend 
i for say a new mental hospital or a new highway, something of that 
: kind, unless they submit in writing to the Governor a request for the 
) 


release of those funds. 

Now, there’s a good reason for that. No. 1 is many of those con- 
struction projects are held as a cushion in case you have enough funds 
or there is an emergency that arises that you want to go into a build- 
ing program. And secondly it gives the Governor a very direct per- 
sonal control over the expenditure of funds on construction projects. 

Now, you might be interested in knowing that—it illustrates our 
close financial control—even though it isn’t required by law in this 
State, I put into operation when I became Governor a policy in letting 
highway contracts—and we’ve had $370 million worth since I have 
been Governor—that said that even though the law provides that 
the low bidder should get the contract, I have gone one step further 
and by executive order say that the low bidder does not get the contract 
unless his bid is below the estimate previously given by our State high- 
way engineers on how much that project ought to cost. 

Now, as a result of that we have made them rebid on a number of 
projects, and, Senator, we have saved $16 million for the people of 
illinois through that one policy. 

Now, those are things that show how carefully thought out our 
policies and control of the principal finances of the State under the 
Governor are, and those policies are due to executive order and not to 
any other requirements normally. It’s a matter of policy. 

And I can prove to you I saved the people of this State $150 million 
since I’ve been Governor in the last 3144 years with that type of policy. 

So if anyone tries to tell you, Senator, that the fiscal management 
of the affairs of the people of Lilinois and of the Governor’s ad- 
ministration are not what they should be or are loose, I'll say to you 
that I'll challenge either of my predecessors in this postwar period, 
either Adlai Stevenson or Dwight Green, to sit here before you and 
show me and show you how we haven’t made improvements in those 
fiscal policies of management. I’d be happy at any time to engage in 
that sort of comparison. 

The CHarrman. Tell me, Governor, did the other elective officers 
who were required to file reports file reports during this period ? 

Gaveance Miata I expect so. The department of finance, as I 
reported earlier, in recent years has taken these figures for this type 
of information directly from the treasury balances and operations, 
usually monthly. So that under present operations and policies, not 
only my own administration but there has been a tendency to do it 

directly and monthly from the treasury balances. 

The reason for these reports is to find out what our balances are, 
what funds are available for each period of spending, and to get a 
general idea for budget planning and for information purposes prin- 
cipally of what the spending may be. 

I want to point out again that the spending in these other depart- 
ments is very small compared to the Governor’s. I want to repeat 
again, because it’s important, in the Governor’s office in this State 
you’re dealing with an amount of funds that would have probably run 
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the Federal Government 50 years ago, and it amounts not to millions 
or to hundreds of thousands but to billions, so that it’s almost $2 
billion—our budget for this biennium. So that in itself is a tremendous 
job, and it’s there that most of the legislation and the policies have al- 
ways been aimed to provide better control. 

And, unfortunately, the other State officers over the years have not 
been brought under that strict a control. 

Now, most of them, fortunately, have operated rather well despite 
those restrictions. But it’s in the Governor’s office and in the Gover- 
nor’s office alone that you have really modern accounting procedure 
and modern policies of business control and practice. And that’s 
something that I think ought to be extended to all the State offices and 
probably ought to be extended to the other branches of the govern- 
men, judicial and legislative as well. 

I think there ought to be a better budget control, a better expendi- 
ture control for all of these agencies. 

But I do know that in the Governor’s office we have made great 
strides in Illinois not only in direct expenditure but in the handling 
of purchasing. 

For instance, my predecessors had great difficulty with the pur- 
chasing department. My immediate predecessor had to fire four pur- 
chasing agents because they got into great difficulty. I have been able 
to reorganize that. And that in itself handles hundreds of millions of 
dollars of our State funds. But it’s tied in with the preaudit again 
and the postaudit system. You can’t hike the prices in between during 
the transaction. 

The Cuarrman. Did you discuss Mr. Hodge’s failure to file reports 
with any other of the officers of your government ? 

Governor Srratron. I think at the time that we were investigating 
this case that the subject did come up. I made a careful check with all 
of the other State officers, with my own department heads, to see. I 
was principally interested at the time not only in getting information 
on Hodge but the first thing I wanted to find out was whether any of 
my own directors, department heads or whether any of the other 
State officers were involved with Hodge, And I’m happy to be able 
to say, Senator, that to this day we haven’t been able to find where a 
single member of the Governor’s cabinet heading a department there 
or a single other State officer was involved in any of Hodge’s embezzle- 
ments or, so far as we could find, involved in any of his business trans- 
actions there. 

Now, I’m just as anxious as you are to clear up once and for all every 
detail of all of Hodge’s operations, and I think that we’ve been fortu- 
nate in this State that this wasn’t a widespread scandal. If this had 
spread into the other departments, then I think it would have been 
the most tragic thing that could have happened in the history of this 
State. 

But, fortunately, and I think it’s a left-handed compliment actual- 
ly, fortunately in the Governor’s office we have not been able to find any 
such practices going on. And it’s evident that Hodge had no connec- 
tions in his operations with our own financial operation in the Gover- 
nor’s office. 

The Cuarrman. Did you ever discuss this with Mr. Hollingsworth 
at any time? 
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Governor Srratron. When this investigation ; 

The Cuamrman. The failure to file reports is what I’m asking about. 

Governor Strarron. Well, when this investigation was going on I 
discussed with Hollingsworth all types of ee which every officer 
of the State, both elective and appointive, might be considered to prop- 
erly make. i 

The Cuamrman. I mean before. Before the scandal broke in the 
press. Had youever discussed the failure of Mr. Hodge to file reports ? 

Governor Stratron. I don’t recollect the subject 

The Cuarman. With Mr. Hollingsworth ? 

Governor Stratron. The subject never came up because before the 
scandal broke 

The Cuarrman. I don’t mean a formal report. He stated he made 
no formal report. I’m asking you, Did you ever discuss it with him 
informally under any circumstances ? 

Governor Srratron. I don’t recall that I did, Senator. 

The Cuamman. Did you ever discuss it with the speaker of the 
house, Mr. Warren Wood? 

Governor Strarron. No; I can’t recall that I discussed it with War- 
ren Wood. In fact, it would be rather unlikely that this would be dis- 
cussed with the speaker. It would be more likely that it would have 
been discussed 

The Cuarrman. I don’t understand why a constitutional provision 
that is ignored is not a matter of importance. Do you think that is 
not important at all? 

Governor Srratrron. I wouldn't say—it isn’t a question so much of 
importance as a question of modern practices, including the Finance 
Act, and the complications of government pretty well superseding 
some of those earlier practices. 

The Cuarrman, I thought you told me the Finance Act didn’t apply 
o these other departments. That’s why you have the constitution—— 

Governor Srrarron. I did say that, but I’m saying the Finance 
Act covering the Governor’s offices and also under this procedure 
which I have mentioned of getting a monthly report of balances in 
the other State offices directly from the treasury had pretty well 
taken care of any information which we might need in overall budg- 
etary sense. 

[t’s true I didn’t have a responsibility under the Finance Act to be 
responsible for how that money was spent by that particular State 
oflice, but for information purposes we are able to get reports di- 
rectly from the treasury. 

Now, I want to point out again it isn’t required by law but I require 
1 similar report to be made to me personally by each department head, 
i summary of expenditures by department each month. That was a 
new policy I put into effect the first month I was in office as Governor, 
und there again merely for information purposes so I could have an 
idea personally of just about what the balances were. 

The CHamman. You had the authority to require the same from 
ITodge, didn’t you? 

Governor Srratron. Not monthly reports, no. 

The Cuamman, I read the provision which clearly gives you that 
power. 

_ Governor Srrarron. Not under the Finance Act I have no author- 
ity 
83551—56—pt. 2——-41 
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The Cuarrman. I didn’t say the Finance Act. Under the consti- 
tution. Itsays,and I read: 

The Governor may at any time require information in writing under oath 
from the officers of the executive department and all officers and managers of 
State institutions upon any subject relating to the condition, management, or 
expenses of their respective offices. 

I don’t know that there’s any question about your authority to 
require any detail from any officer of the State government. 

Governor Stratron. Well 

The Cuarrman. I think that’s a common provision. I mean as the 
chief executive officer 

Governor Srratron. It isn’t common in Illinois, and I can say 
this 

The Cruarmman. It’s in the constitution, is all I’m saying. 

Governor Srratron. Well, it’s in the constitution probably and 
under statute that various county officers and mayors submit reports 
and things of that kind, but those are no longer considered in this 
State and haven’t been for many administrations as part of the Gov- 
ernor’s direct obligations. 

I said the growth of the finance, setting up the finance department 
under the Governor, the delegation of authority to that department, 
and the overall fiscal management of the Governor’s department, which 
again I point out are the chief business of the people of this State, all 
of that growth and development over the years has resulted in an 
entirely different picture, and if you were to read the statutes which 
go on affecting finance in this State you’d find that we did an excep- 
tionally good job in controlling the expenditures, the finances of this 
State. 

It is not my responsibility, nor am I elected, I repeat again, to exer- 
cise the function of these other State offices. If the people want me 
to exercise those functions, then they can amend the constitution, make 
those officers appointive under the Governor or under the direction 
of the legislature or make them commissions. That’s something else 
again. 

But I can’t be spending my time nor be held responsible for some- 
thing that is not my responsibility and not the office for which I’m 
elected. 

My jurisdiction is large enough and big enough without seeking 
greater powers. But if the people want to put them under the Gov- 
ernor, then I am sure as in other States—for instance, New York State 
appoints a comptroller—the Governor and secretary of state—but they 
elect an attorney general. Now, if something like that is wanted by 
the people of this State, then, of course, the Governor should accept it. 
And maybe that’s—it’s probably a good thing, in one sense. But, I 
repeat again, we operate in this State under distinct division of 
powers, and any Governor who attempted to interfere directly in the 
affairs of another State officer would find himself in very grave 
difficulties. 

The Cuarrman. That’s a very strange theory when the constitution 
directly gives you that power. The constitution, I have always been 
taught, is the basic law of both the Federal Government and of the 
State. If you did what the constitution authorizes you to do and you 
were criticized for it, the situation in Illinois is about like Mr. Thiem 
described it when we began. 
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Governor Srratron. Let me say this: You and I know there are 
enough laws in the books to prevent embezzlement. There are enough 
laws, including the oath of office of that gentleman, which should have 
prevented him. And nothing that I could have asked him at any 
time would have prevented one Orville Hodge from becoming a thief. 

Now, I resent this continued implication that for some reason or 
other I’m responsible for making Orville Hodge into a thief. I think 
again—and again I repeat—I think it’s an outrageous insinuation, 
and I’m getting to the point where I think that that sort of state- 
ment by anyone in authority who understands the workings of our 
Government is certainly completely beyond any—the scope and the 
pale of anything that Ihaveever heard. = 

Now, I think that that sort of insinuation is not in order, and I 
again repeat I think it’s outrageous, because you might just as well 
cay that because the State has some authority over the banks in Ili- 
nois every time there is a bank embezzlement the Governor ought to 
be held responsible because for some reason or another he didn’t take 
some action. 

I'd like to quote to you the statement of my predecessor. He not 
only would not take responsibility for elective officers: Adlai Steven- 
son in a statement made in 1952 said that he should not be held respon- 
sible for improper acts of the appointees under him. 

Now, he went that far. I say I’m responsible for my appointees, 
but I cannot be responsible for people that are elected to uphold certain 
responsibilities. Otherwise, why have their offices ? 

The Crarrman. I don’t know, of course. That’s for the people of 
[llinois to judge. 

Let me read you 

Governor Srrarron. Well, I have given you two good authorities, 
I hope, on the subject. 

The Cuarrman. Let me read one statement, and then we’ll recess 
for lunch. I hope we have made a fair start. There are a few more 
technical questions we’d like to ask you if you could come back at 
2 o'clock. 

But I’d like your observation on this statement as to whether it’s 
fair statement or not. This is from the Chicago Daily News: 

After the Daily News disclosed the forged checks that proved Hodge to be an 
embezzler, Governor Stratton acted vigorously and correctly. 

That was the distinction I tried to make before. Nobody said you 
didn’t act vigorously after he was exposed. 


We have only praise for the way he got Hodge out of office, off the Republican 
ticket, and headed toward the penitentiary. All these steps were wise, courageous, 
and forceful. They were infinitely preferable to some of the silly procedures 
recommended at the time by his Democratic critics. But for weeks prior to the 
disclosure of these checks the Daily News had been exposing the payroll padding 
in Hodge’s office and the exhaustion in some 11 months of certain special funds 
that had been appropriated to cover 2 years. During these weeks Governor 
Stratton belittled these exposure and defended Hodge. 


You see, that was the point I was trying to make. What do you 
have to say about that last ? 

Governor Strarron. I don’t recall that T belittled it. I called Hodge 
on the carpet at least twice for an explanation, and I was particularly 
disgusted with the question of payroll padding, because I had been 
opposed to it in all the offices T have ever held. And TI was particularly 
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critical of that. And yet at that time it was a question of discussing 
with him and hoping it would have some effect of mending his ways 
in the handling of his personnel. rc 

But again I’m going to point out I have no authority to hire or fire 
in anybody else’s office, and those offices are specifically exempt from 
the civil-service laws and from the new Personnel Act in Ilinois, 

Now, it isn’t true that 1 didn’t take notice of it. I did call Hodge in. 
But Hodge lied to me as he tried to lie to a lot of other people, and it 
was when he refused to let the newspapers look at those records that 
then I became extremely suspicious, and that was all during this period 
of a few days. 

And you want to remember, Senator, that in changing a large office, 
a large financial institution in any business, you’ve got to use some 
discretion. You can’t just walk in and in 5 minutes do something. 
I think it’s a miracle we got the job done as we did in a period of a 
few weeks, because, believe me—and I can point you s neciitc instances 
in this county of Cook where we have had large embezzlements in prior 
years, and in 2 or 3 instances in the State government, where these 
things dragged on for months and years, usually for years. 

And I still say that I’m going to take considerable credit for the 
fact that prompt, decisive action was able to force this thing to a head 
in a way that wouldn’t have been possible without my taking effective 
steps. 

The Cuarrman. What the paper I think had reference to when it 
said during these weeks you belittled the exposures and defended 
Hodge was this type of thing which was reported in the Illinois 
State Journal of June 6. Ata meeting where you and Auditor Hodge 
were together you said—you’re quoted as saying: 

Stratton in his address made an indirect reference to the attack under way 
against Hodge. He warned the Democrats would try to blossom out newspaper 
criticism until people began to think there’s a scandal. People like to gossip, 
he told the GOP women. The Governor said the Democrats would try to expand 
hints of scandal in the Republican administration because it has been so good 
they have been robbed of major issues. 

Governor Srrarron. I think that was a good statement to make, 
and I think with the exception of Hodge that as we got into the 
campaign we were entering then that that has been—my prophecy has 
come true, Senator. I think that we’re faced, as you are in every cam- 
paign, with that sort of a business. And I think you recognize as a 
man who has campaigned many times—and I might compliment you 
by saying successfully—that you’re always faced with that type of 
campaign and a fight. And the fact that those charges are made isn’t 
necessarily proof that they’re true. 

And, consequently, I was warning our people to expect—I made a 
speech at our State convention. And that’s a common approach to a 
campaign—to tell your people that they can expect, as they should 
expect, an attack and criticism from the opposition. h 

When I was in the opposition for many years, including the Con- 
gress of the United States, I didn’t hesitate to be pighhe cxisice! of 
certain policies. I don’t think you have failed to be y critical, 
Senator. : 

The Cuamman. No, but you reduce this all to a question of “op- 
sosition.” You don’t consider the Daily News your opposition. When 
{ was investigating the RFC, I wasn’t investigating Republicans or 
Democrats. I was investigating the RFC’s business. 
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Governor Srratron. That’s right. And, Senator, did I mention 
the Daily News in that quotation? I don’t see anything in there about 
the Daily News in that quotation. 

The CuamrMAn. No, but you keep saying it’s the opposition says 
this and that. The Daily News was the one that uncovered this. It 
wasn’t Democrats. All they say here—— 

Governor Stratron. You say I was referring to the Daily News. 
I didn’t refer to the Daily News in that statement. It was part of a 
speech talking to some of our political workers. That’s a common type 
of speech and approach. : 

I think you could probably hear it from both parties. And I’m 
sure that you have heard it. So that there was no question there of 
attacking a particular newspaper. I think I’ve been more insistent 
perhaps than many of my predecessors on the press getting a com- 
plete report on all of the administration’s actions. And one of the 
things I was so critical of Hodge about was that when he closed his 
files to the press then I thought he was wrong, and I so stated. That 
is a matter of record I stated it at that time. 

The CuatrMan. At this time it was June 6. At this same meet- 
ing Mr. Hodge appeared with you and the paper recounts he said 
this: 

Hodge wound up his 3-minute talk with declaring. “We've got the best team 
that there has ever been.” 

Governor Srratron. Well, he was wrong in the person of one man 
who made the speech; I'll say that. 

The CuatrmMan. But as a practical matter we know, as you have 
just pointed out, you do have responsibility—everybody does I sup- 
pose—for people that they are associated—that they associate with 
and run together. We don’t do that in Arkansas, but I can under- 
stand in some States it’s customary. 

It’s getting late. Is it agreeable to you to come back at 2 o’clock? 

Governor Srratron. Can I check my schedule just a moment? 

I’d be happy to, but I just want to make sure we haven’t. over- 
looked some official function that I might be responsible for. 

Senator, I have a meeting with the University of Illinois Navy 
Pier Branch, but I think I can be here. Would it be asking too much 
if I suggested that we make it half an hour later? Would that be 
too late for you? 

The Cuarrman. No. 

Governor Srratron. Would that interfere with your plan? 

The Cuatrman. Two-thirty ? 

Governor Srrarron. Two-thirty, if that would be all right. 

The Cuamman. That will be all right. The committee stands in 
recess until 2: 30. 

(Whereupon, at 12:40 p. m., the committee recessed, to reconvene 
at 2:30 p. m., this date.) 


AFTERNOON SESSION 


The Cuatrman. The committee will come to order, please. 

Will the Governor come forward, please ¢ 

Governor, to take on some new items this afternoon, I believe you 
appointed the public administrator of Cook County ? 

Governor Stratron. That is correct. 





ILLINOIS BANKING SITUATION 


The Cuarrman, Who did you appoint? 

Governor Srrarron. Charles Fleck. 

The CHatrman. Could you tell us something of the duties and 
functions and so on that he has in your State government ? 

Governor Stratton. The office of public administrator is essentially 
to provide fer estates where there are no heirs residing in the State, 
a private attorney or attorney to handle the estate and its assets. 

They work with the probate court in disposing of estates, and in 
serving on a fee basis as an attorney for these estates. 

They are not State officers, they are not on the payroll, and the 
funds that they handle are private funds. They do not have the 
control of State funds. 

The essential function of the office has to do with the proper handling 
of private estates and their work is supervised and approved, as I 
understand it, by the probate court. 

Fic Cuarrman. Was Charles J. Fleck your campaign manager in 
1952 % 

Governor Stratton. He was a campaign manager for the city of 
Chicago. 

The Cuatrman. For your campaign? 

Governor Stratton. That is right. 

The Cuarrman. Does he have funds which he can deposit in what- 
ever bank he chooses? 

Governor Srratton. I understand that he does, subject, of course, 
to the supervision of the probate court. 

“ The CuatrmMan. How much funds, do you know about how much he 
as ¢ 

Governor Srratton. I wouldn’t have any idea. It would vary 
according to the number of cases which came within that category. 
Some years there might be a very few, then he might have a very 
large estate to handle. There could be quite a variation in those 
funds. 

It depends, of course, on the number and size of the estates which 
would be within his jurisdiction to serve as attorney for. 

Mr. Watuace. Mr. Chairman? 

The Caarrman. Mr. Wallace. 

Mr. Watxace. Our information is that the amount of those funds 
available for public deposit at the moment is $3,500,000. 

The Crareman. Do I understand, Governor, that Mr. Fleck has 
discretion in where he can deposit those funds? Is that correct? 

Governor Srratron. That is right. I understand, however, sub- 
ject to the approval of the court. In other words, he must account 
for those funds and the handling of those cases to the court. 

The Crarrman. As I understand it, Mr. Fleck collected $4,600 
for your campaign from Mr. Hintz of the Southmoor Bank, and 
that that bank had $1 million of these public administrator funds on 
deposit. 

Govene? Srratron. Senator, your understanding is wrong. Mr. 


Fleck never collected a penny for ay campaign fund from that bank, 


and to this day I have not received a cent of campaign funds being 
collected by Mr. Fleck, because during the period which you are 
mentioning I was not collecting campaign funds. 
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I never collect campaign funds until I am an announced candidate 
for public office and have a treasurer who receives the funds. What- 
ever Mr. Fleck or anyone else was doing "p here was certainly not for 
the collection of my pom Rea funds. That is a policy that I have 
adhered to strictly over the years as treasurer and as Governor. 

There are no special funds to be collected in my name. We have no 
so-called welfare or flower funds in the office, we have no percentage 
funds month-to-month, and the only time that anyone contributes to 
my campaign is when I have an announced treasurer, when I have said 
that I am a candidate for a particular office, and that contribution is 
made as a direct political contribution. 

Charles Fleck or no one else at that period of time was authorized to 
collect funds for me, and I certainly want to correct the record. He 
did not collect any funds for me, to my knowledge. 

Senator, before we go further with this, if you don’t mind I would 
like to put in the record following up on our conversation this morn- 
ing a list of 81 newspapers throughout the State of Illinois which 
praised the Governor’s prompt handling of the Hodge case. There is 
a list of the papers and their addresses, and I thought you might like 
to have it to add to your collection of editorials. 

There are some 81 on this list, and if you don’t mind, I would like to 
put it in the record. 

The CuHarrMAN. Does that relate to your action before or after Mr. 
Hodge was exposed by the Chicago Daily News? 

Governor Stratton. Those editorials relate the same as the ones 
that you mentioned were written after the handling of the case, and 
refer to the whole Hodge picture and the action of the Governor of 
Illinois in cleaning it up. 

The CHamMaNn. They were all written afterward. I was making 
the point, which you seem to wish to ignore, of your actions prior to 
the exposure by the newspaper and subsequent to the exposure. I 
think that is the real point at issue. 

I don’t think that any of the editorials I have seen have been critical 
of what was done after it had been exposed and Ackerman and others 
had entered into the investigation. However, they did point up that 
you were rather late, about a month after the initial exposure. 

Governor Stratton. Well, we won’t go back over that ground, but 
as [ pointed out this morning, a great many people felt that we were 
acting too fast, and I have seen it pointed out both ways, but this 
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The Cuatrman. Do any of these editorials say you acted too fast? 

Governor Stratton. What is that? 

The Cuatrman. Do any of those editorials say you acted too fast? 

Governor Srratron. All I am giving you, Senator, is a list of all 
the editorials, a representative group over the State, eighty-some 
papers. 

The Coamrman. We certainly will receive them. 

oe Srratron. If you don’t mind, I would like them for the 
record. 
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(The document referred to follows :) 


ILLINOIS NEWSPAPERS AND DaTEs ON WHICH THEY APPROVED GOVERNOR STRATTON’s 
ProMpT HANDLING OF THE HopGEe CAsE 


July 17: 
Rock Island Argus 
Bloomington Pantagraph 
July 18: 
Taylorville Breeze-Courier 
Rockford Star 
Peoria Journal-Star 
Kewanee Star-Courier 
Champaign News Gazette 
Alton Telegraph 
Streator Times Press 
Belleville Advocate 
July 19: 
Roodhouse Record 
Minonk News Dispatch 
Decatur Herald 
Chicago American 
Bloomington Pantagraph 
Rockford Star 
Peoria Journal-Star 
Chicago Tribune 
East St. Louis Journal 
Peoria Journal-Star 
Illinois State Journal 
Irving Park News 
July 20: 
Kewanee Star-Courier 
East St. Louis Journal 
Rockford Star 
Waukegan News-Sun 
Champaign-Urbana Courier 
North Side News Chicago 
Galesburg-Register-Mail 
July 21: Rockford Register Republic 
July 22: Jacksonville Journal 
July 24: 
Illinois State Journal 
Kewanee Star-Courier 
Peoria Journal-Star 
July 23: Streator Times Press 
July 26: 
Gibson City Courier 
Jacksonville Journal 
July 28: 
Macomb Journal 
Sterling Gazette 
July 30: Canton Ledger 
July 31: Chicago Daily News 


August 1: 

Chicago American 

Waukegan News Sun 
August 2: 

Vandalia Union 

Gibson City Courier 

Fairbury Blade 

Harvard Herald 
August 3: 

Chicago Tribune 

Moultrie County News-Sullivan 
August 6: Illinois State Journal 
August 8: Aurora Beacon 
August 9: Macomb Journal 
August 11: Dixon Telegraph 
August 16: 

Rockford Register Republic 

Rockford Star 
August 23: 

Granite City Press Record 

Jacksonville Journal 

St. Louis Globe Democrat 
August 29: Macomb Journal 
August 31: Illinois State Journal 
September 2: Rockford Star 
September 6: Polo Tri County Press 
September 7: Belleville Advocate 
September 12: Champaign Illini 
September 16: Chicago Tribune 
September 20: Gibson City Courier 
September 26: Rockford Star 
September 27: Harvard Herald 
September 28: Dixon Telegraph 
October 4: 

Illinois State Journal 

Chicago Sun Times 

Rockford Register Republic 
October 5: Illinois State Journal 
October 9: 

Streator Times Press 

Ottawa Republican Times 

Canton Ledger 

Kankakee Journal 
October 10: 

Chicago Tribune 

Elgin Courier-News 
October 15: Vandalia Union 


The CHarrman. Coming back to Mr. Fleck, as I understand it, 
he was your campaign manager in Cook County in 1952? 
Governor Srrarron. That is correct. 


The Cuarrman. You say that he did not collect any money for you 
subsequent to 1952? 

Governor Strarron. That is correct. Asa matter of fact, he didn’t 
collect money or disburse it for me in the 1952 campaign. The only 
man who had that authority and acted in that capacity, including 
the paying of the employees in the headquarters and other projects, 
was the treasurer. 
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The CuarrmMan. As your appoimtee—you appointed him to this 
position—would citizens of this community assume that he was close 
to you and a friend of yours or a representative-—— 

Governor Stratron. They might assume that he was a friend of 
mine, but when I had a public policy it was announced that we would 
not accept campaign funds, and our department heads would not 
solicit campaign funds, a policy which I have always followed, until 
there was an active campaign in operation, so that the people knew 
where the funds were gomg, and for the purpose for which they were 
made. 

I had a very strict order, and frankly, Mr. Fleck had neither the 
authority nor did he ever mention to me, nor to my knowledge did 
he ever offer to turn these funds over to anyone because there wasn’t 
anyone at that time who was acting in my behalf collecting campaign 
funds, Senator. 

I just don’t have those continuing type of fund operations which 
have been so abused under administrations in both parties in some 
of our high offices in this State. I just don’t believe in it. I think 
they tend toward abuse, whether they are assessment funds monthly 
on the employees, or whether they are assessment funds on the people 
who do business with a particular office. 

Now, I am not questioning the legality in some cases of those 
funds. I am just saying as a matter of policy I never thought it was 
a healthy condition or a good condition, and Senator, I have been 
in 15 campaigns in this State, and we have always operated on that 
basis. 

The Cuarrman. The funds that I referred to were collected by 
Mr. Fleck in 1955, and you include that in what you have just said, 
in 1955? 

Governor Srratrron. That is right. As a matter of fact, Mr. Fleck 
or anyone else never suggested to me that they were collecting a cam- 
paign fund at that time, and the first that I even heard of it was 
when Mr. Fleck made public the fact that he had returned these funds 
that he had for some purpose of his own, either in his ward or some 
plan that he might have had, that he returned them to this gentleman 
that had some connection with this particular bank. 

He certainly was not authorized, nor did he turn those funds in to 
any campaign fund for me, because I didn’t have any campaign fund 
at that time and wouldn’t have tolerated it if it had been offered to me. 

The Cuamman. Do you think there could have been any other 
fund which he was collecting it for that you know of ? 

Governor Stratton. I don’t know of any fund, you would have to 
ask him about that. 

The Cuarrman. We did ask him about it, and he told the com- 
mittee that he got it from Mr. Hintz for Mr. Stratton, and the whole 
Republican ticket, as I believe the language was he used. That is 
what he told the committee. 

Governor Srrarron. I don’t know what he told the committee, but 
I know that he didn’t collect it for me, and he never discussed it with 
me, and I just did not, and I have a strict rule on that, Senator—we 
just do not accept campaign contributions unless there is an active 
campaign on after I am an announced candidate for public office. 
That is where I disagree with some of my colleagues in both parties, 
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and I am not criticizing them about the legality of their operation, | 
am just saying I haven’t happened to run my business on that type 
of policy. 

The Cuarrman. If Mr. Fleck was collecting it in an unauthorized 
manner and for his own purposes, but using his association, or his 
association with you, would you consider it a justifiable action ? 

Governor Srrarron. I certainly wouldn’t. Asa matter of fact, one 
of the reasons I have had this announced policy, I don’t appreciate 
people collecting funds of any nature in my name, and occasionally 
when we run into boilershop operation we have actually taken legal 
action to stop it. 

It is a practice, as you know, that can happen, it can be abused, and 
T just won’t tolerate it, and when we find out about it, we put a 
stop to it. 

The CuarrmMan. Have you taken any action to discipline Mr. Fleck? 
Have you removed him from office? 

Governor Srratron. I haven’t removed him from office as yet, but 
we have an investigation. I was hopeful that you would have a com- 
plete report before this committee, and I am getting to the bottom of it. 

I would like to point out that the public administrator under our 
laws has a specified term of office, and his term runs until a year from 
December. However, if this investigation shows that there has 
been deceit involved or undue pressure, or that the funds were col- 
lected improperly, you can be sure that Mr. Fleck is in for a very 
difficult time from the governor of this State, and I think that he 
knows it. 

The Cuarrman. Do you make any distinction in your own mind 
between your campaign and that of Republican candidates? Do you 
class yourself as a Republican candidate? 

Governor Srratron. Well, I suppose that folks generally classify 
me as a Republican, Senator, although let me say this: I don’t know 
just what he means by that statement unless he was going to use it 
in his own ward. You want to remember that he is an elected ward 
committeeman. 

The Cuarrman. I was getting ready to call your attention to your 
own statement, at least as it is reported in the press, on Tuesday, 
October 16. I read this, and it is in quotes. That is quoting from you, 
and I will read the preceding part: 

yovernor Stratton says he has decided not to fire Charles J. Fleck, public 
administrator. In fact, Fleck has been named manager of the new Republican 
campaign headquarters at 120 South La Salle. Stratton, opening his campaign 
in the Chicago area, said he was satisfied that Fleck had not collected cam- 
paign funds for him. 

Governor Stratrron. I complained about that article, Senator. That 
article was written as I was leaving a meeting after a press con- 
ference, and frankly—— 

The Cuatrman. Let me finish it, and then you can comment 
on it. 

Governor Srratron. The gist of my remarks is not properly quoted 
there. Icomplained about it, incidentally. 

The CuatrmMan. The quote was as follows: 


“He was collecting for all Republican candidates,” Stratton said. 


Governor Srrarron. I didn’t say any such thing, Senator. I don’t 
like to have words put in my mouth. I am here to give you straight 
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answers to things that I know about. I am not here, and I don’t think 
the committee is, if I may say, to read an opinion which cannot be 
backed up by the facts. 

Now, | am perfectly happy to give you straight answers on things 
which I know about, but I cannot be responsible for what someone 
else said or an opponent said about something I said or someone else 
said. I can only give you what my own attitude, my own feelings 
are in these matters, and as Governor of this State I think that my 
opinions are well known, and I think that I have been giving you 
definite policies which I followed, and certainly that I expect is what 
the committee is interested in. 

I have been in hearings of the Banking and Currency Commit- 
tee, many months of hearings, Senator, and I don’t mean to be critical 
here today, I know you are trying to get as many facts here as you 
can, but I have never used as a member of the Banking and Currency 
Committee of Congress—and I cannot recall any other Member in 
the House of Representatives ever quoting as fact, editorial comment 
or opinion in questioning a witness. 

Now, maybe there have been occasions that I missed that that was 
done, but I cannot recall for the Senator, and I do not think that is 
pertinent to any answers you may be asking from me. 

I will comment as well as I can, but I don’t like to be put in a 
position of, shall I say, explaining the editorial comment of either 
a newspaper reporter or of an editorial in a newspaper. 

They are perfectly free to make their own construction, to lift 
from context or to have their views on an editorial basis, but I don’t 
think I should be asked to reconstruct what they were thinking about 
when they wrote a story in a particular way. 

I can only tell you what my own personal views are, Senator, and 
that I am trying to do. 

The Caarrman. I would like to make it very clear that the reason 
we are concerned with this particular matter is that the public ad- 
ministrator had a million dollars in this Southmoor Bank which was 
the same bank where the large amount of public funds were stolen 
through fraudulent checks. Mr. Fleck got the $4,600 from Mr. Hintz, 
who is the same man who refused to testify and who is obviously a 
part of the conspiracy involving Mr. Hodge, so I think it is a very 
pertinent matter whether or not he was shaking down this bank be- 
cause of his having put the deposit in there for this particular con- 
tribution. 

Governor Srrarron. Well, I think your question is pertinent. I 
gave you the answer of what I thought about it. I didn’t like it, and 
I was opposed to it. 

The Onsseaiion. Just a moment. Mr. Governor, I think I have let 
you take up plenty of time. I submit that occasionally I be permitted 
to state a question and make a comment. 

This is not taken from out of thin air, this statement is not an 
editorial statement. It purports to be a quote in a reputable news- 
paper. You are perfectly at liberty to say that it is incorrect. 

However, I want to point out that Mr. Fleck himself, in testifying 
in executive session to the staff of this committee, told the committee 
that this $4,600 was for, as I told you, Governor Stratton and the 
whole Republican ticket, so that this statement under “In the Press” 
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is not without some corroboration, but I grant that you are at perfect 
liberty to say that that is not the case. 

I must confess it leaves Mr. Fleck in a position, accepting your ver- 
sion as being accurate, that Mr. Fleck is misleading the committee, 
and he subjeets himself, I think, to severe criticism, and if he was 
unauthorized it seems to me you have every right to discipline Mr. 
Fleck. 

Governor Srrarron. I fully intend to, Senator, and I might say, 
too, in that regard that we have in this city some 50 ward committee- 
men in each party, and I suppose in one way or another they have 
various functions for which they collect funds in which they might 
say, well, they were collecting them for all the candidates, but actually 
no individual candidate would have any control over that or would 
know about it. 

And the thing that I don’t like 

The CuarrMan. Governor, you seem to forget this: This man is the 
public administrator. I am not talking about the ordinary citizen, 
and soon. There is only one public administrator in this county. It 
is the same distinction you overlooked with regard to Mr. Hodge and 
some of these others. These are State officials, important officials, who 
have positions of public trust. 

There is quite a difference between what Mr. Fleck does and what 
Joe Smith does who is living down in a ward and may be a ward 
leader, but has no power to punish the bank. 

Here Mr. Fleck has a million dollars. You know that a million- 
dollar deposit was worth a great deal to the Southmoor Bank. He 
was in a position to require them, on penalty of losing this deposit, to 
give him the money. ‘This comes to the crux of one of our important 
points. 

Governor Srratron. I agree with you and I don’t condone it. 

The Cuarrman. Asto whether it should be permitted or not. 

Governor Srratron. I don’t condone it. I was critical of it, I still 
am, and I would like to point out, however, that whoever is public 
administrator has to put the money in some bank. Now, public ad- 
ministrators over the years have had a tendency to put it in 1 or 2 
banks, some of them, others have put it in more banks. 

My own policy, when I was State treasurer, was to spread the funds 
through a number of banks. I increased the number over 130 when 
I was State treasurer. My views are well known. 

I am not going to argue with you about Fleck. I think he did the 
wrong thing, and he is going to have to pay the penalty for it. 

Now, I can’t make myself any more clear than that. 

The Cuarmman. You appointed Mr. Fleck and 50 percent of all the 
public funds, public administrative funds were in these 2 banks, both 
of which are associated with this very depressing scandal, that is, the 
Southmoor Bank and the Elmwood Bank, the Elmwood Bank being 
the one in which Mr. Hodge owned a very large part of the stock, so 
that it is an important part of this whole inquiry—what disposition 
the public administrator makes of his deposits. 

And in this case he is an appointee of yours, and it seems to me to 
have a very special interest in what he does. 

Governor meetin Well, I have an interest in whether he fol- 
lows my general policies or not, but the actual disposition of those 
estates and the holding of those funds are done under the direction of 
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the probate court, as I understand it. They never talked to me about 
any of those cases. As I understand, the handling of these cases must 
be satisfactory to the court. 

The Carman. You think the court directed Mr. Fleck to collect 
¢4.600 from Mr. Hintz? , 

. " sovernor Srratron. I haven’t the least—collected from Mr. Hintz? 
That isn’t the point. You were talking about placing these funds in a 
particular bank, and I think it would be interesting for the committee 
to find out just who Mr. Hintz or people in that bank contribute to. 

I have heard all sorts of wild rumors. I have heard that. my op- 
ponent received a considerable sum from the same sources. Now, I 
think that is something that the committee is in a better position to 
find out about than Iam. All I know is that I never solicited it, and I 
wouldn't tolerate it for my own campaign fund. 

The Cuarrman. Well, Governor, I think that this testimony of Mr. 
Fleck that may be related to this should be read into the record. I am 
sure you know that this committee tried to get Mr. Hintz to testify 
but he didn’t wish to testify. 

Governor Srratron. Well, as I understand it, this wasn’t given 
directly from the bank to Mr. Fleck. It came from a Mr. Marcus, is 
that correct ? 

The Cuarrmman. Mr. Hintz gave it to Mr. Fleck. 

Governor Srrarron. Did he? 

The Cuarrman. Mr. Wallace will read from the-—— 

Mr. Wautace. This is from the testimony of Mr. Fleck before my- 
self and Mr. Hale on August 28, 1956, at 2 p. m., page 42: 

Mr. Wautace. Did Mr. Hintz help you any in 1955 or 1956? 

Mr. Fieck. Yes; but not from the bank. 

Mr. Watiace. Did Mr. Marcus ever make any contributions? 

Mr. Fieck. I guess when Hintz gave Marcus gave. 


Mr. Wattace. He gave this for Stratton’s campaign? 
Mr. Fieck. No; the Republican campaign of 1956. 


Governor Srratron. Would you repeat that again, please, Mr. 
Wallace? 
Mr. Wauuace (reading) : 


Mr. Fieck. Ne; the Republican campaign of 1956. 

Mr. WaLLAcE. 1956. The general Republican campaign? 

Mr. Fteck. That is right. I am managing the Governor’s campaign now. 

Mr. Watiace. You are managing the Governor’s campaign? 

Mr. Fieck. Yes; and the State ticket. 

Mr. Wattace. You are managing the Governor and the State ticket? 

Mr. Frieck. Yes. 

Mr. WaAtLAcE. Did Mr. Marcus contribute to that? 

Mr. Fieck. He contributed, but it was returned to him, every penny to him, 
when this stuff broke. 

Mr. WALLACE. I see. 

Mr. Fieck. Because when I found this stuff out, I returned every penny 
exactly as it was given to me. 

Mr. WaLLace. How much did he contribute? 

Mr. FLeck. Well, I think Mr. Marcus ought to answer that. I said he con- 
tributed. 

Mr. WALLACE. Well, I think it would help in getting the correct answer from 
Mr. Marcus if you would say. 

Mr. Fieck. If you want it, I would like to tell you. 

Mr. WALLACE. I would like to have it. 

Mr. FLeck. $4,600, and it was returned to him in full. 

Mr. WALLACE. When did he make the contribution? 
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Mr. FLecK. He gave me one only in 1955, nothing in 1956. There was one the 
first part of 1955, in the middle of 1955, and voluntarily. I never asked him 
for a dime. 

Mr. WALLACE. Well, didn’t Mr. Hintz raise it for you? 

Mr. Fiecx. Mr. Hintz was the one. 

Mr. WALLACE. He got the money for you? 

Mr. Fiecx. Yes. 

Mr. Watiace. Was it a total of $4,600? 

Mr. Fiecx. That is right. 

Mr. WALLACE. How much were the two checks ; do you recall? 

Mr. FLeck. No; I don’t. No checks. 

Mr. WALLACE. Cash? 

Mr. Fieck. Yes; we returned it just exactly as he gave it to us, and I would 
like to say for the record that is the only bank that did it, and I—because I 
never solicited the bank and they did it voluntarily. 

Mr. WaLLAcE. Hintz did it voluntarily? 

Mr. Fieck. He did it. He called me up and it came as a surprise to me. He 
said, ““We feel we want to do for you what we are doing for others.” I said, 
“What do you mean?” He says, “I want to make a contribution. You have 
been good to us. I would like to make a contribution to the campaign.” I said, 
“IT have two questions the Governor always asks. Where did the money come 
from?” And he said, “It is Mr. Marcus’ personal money.” Secondly, I asked 
him if there were any strings attached to it from Mr. Marcus. He said, “No.” 
I said, “All right, we will put it in the campaign fund then.” 

Mr. Wa.tace. This is in 1955? 

Mr. Fieck. That is right, nothing in 1956. 


Governor Srratrron. Well, all I could say to that is that the Re- 
publican candidates, including all of the State officers and the candi- 
date for United States Senator will be intensely surprised to know 
that that gentleman is their manager, and secondly if that testimony 
is true it is a direct violation of my orders, and is going to result 
in some very drastic disciplinary action. 

The Crarrman. Well, Governor Stratton, along a similar line but 
involving a different position, I believe you were at one time State 
treasurer, during the years 1951-52; were you not? 

Governor Srratron. That is correct. 

The Cratrman. Did you at that time have the power to decide 
in which State banks funds would be deposited ? 

Governor Srrarron. That is right, it is inherent in the nature 
of the treasurer’s office that he has to have that power to—— 

The CuarrmMan. Were you subject to any legal restrictions or stand- 
ards in determining where these funds would be deposited ? 

Governor Srratron. There are no restrictions other than the bid- 
ding at stated times, and of course we are subject to the amounts of 
interest collected under Federal regulation, but other than that, of 
course, it is the treasurer’s responsibility to handle these funds as 
available, when they are necessary for expenditure, or in the case of 
trust funds, to see that they are properly invested. 

The treasurer in Illinois, as I expect in most States—it is abso- 
lutely necessary that he have the authority to transfer these funds 
or put them in banks of his choice. 

had a stated policy at the time of building up the interest-bearing 
accounts. We built them up from something like 390, as I recall, 
to five hundred-some during my 2 years in office. 

All I could say, it was a very popular policy because we received 
great support and commendation over the State as a result of it. I 
think it is only fair that these funds be spread evenly throughout 
the State in these communities rather than being concentrated in a 
few large accounts. ; 
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That was a policy which I enunciated when I went into office, and 
we carried it out, and it is interesting that that policy has been pretty 
venerally followed ever since by succeeding treasurers. 
~ The Cuarman. Governor Stratton, as you know, we are inter- 
ested to determine whether or not there is a relationship between politi- 
cal contributions and the placement of the deposits. Are you familiar 
with the statement made before our committee by Mr. Henry J. Beutel 
last week when he stated that over a period of time he paid $7,000 
to various persons in order to keep these public funds on deposit, and 
among the persons he claims to have made contributions to were Mr. 
Ray Osterman and Mr. Lester Kiick. Can you tell us about that? 

Governor Strarron. Yes; I would be glad to. Under my policy it 
certainly wasn’t necessary for anyone to ever contribute to a campaign 
fund, and, as I have already expressed to you, we had no continuing 
so-called welfare or flower fund in the office. 

It is possible that Mr. Beutel contributed to a campaign treasurer. 
I am certain that he wouldn’t have contributed to Mr. Kiick, because 
Mr. Kiick did not handle funds in my campaign. 

Mr. Osterman was the announced treasurer, and it is possible that 
some of the bankers—he was a banker himself—some of the bankers 
he knew may have contributed to him, although as a matter of prac- 
tice most bankers do not contribute largely in State campaigns, par- 
ticularly for an office in which they are not—have no direct interest, 
shall I say. 

I was running at that time for the office of governor, and it is my 
impression that our campaign receipts during that campaign were very 
low from that source. 

I might point out that despite what you may have heard, Senator, 
these banks as a routine matter ask for funds. They are graded ac- 
cording to size of bank, the type of investments they have, and under 
the policy which I have just expressed we try to get these out into 
smaller interest-bearing accounts over the State. 

If you will notice, my policy resulted in the lowest ratio of interest- 
bearing to noninterest bearing during that period. I think that we 
finally ended with something like $40 million when I left office, actu- 
ally, in non-interest-bearing accounts, which was less than half of 
what it was when I came into office, so that I suppose, Senator, you 
might say, “I know you get contributions in your campaign for office.” 
Unkind people say, “Well, those contributions will automatically affect 
the Senator’s vote.” 

I don’t believe that. I have been a candidate for both legislative 
and executive office, and I don’t think that you can state it as a fact 
that every time that a candidate for United States Senate or for 
governor or treasurer or Congress gets a contribution, that that auto- 
matically means that he is going to foresake all of his judgment and 
all of his integrity in deciding a question. 

Now, it is true that in this State—— 

_ The Cuatrman. Governor, it really isn’t the thing I am interested 
in at all. The real point is whether or not, by control of these deposits, 
the State authorities can exercise undue influence on the banks them- 
selves. It is not the reverse which interests me. I haven’t the slightest 
interest about whether or not you have done anything to favor the 
banks other than this disposal of the deposits themselves, because even 
though what you put there is an interest-bearing account, the interest, 
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as I understand it, is three-fourths of 1 percent, or 1 percent at the 
most, so that it is quite a favor to a bank in the sense that they can 
make substantial earnings off of the public funds. 

This is not a matter, that I am sure affects just Dlinois, but I 
want to see how it works. In this case Mr. Ray Osterman, who was 
your campaign manager in 1952—— 

Governor Srrarron. No, he was the campaign treasurer. 

The CuarrmMan. Campaign treasurer—well, before I go on to that, 
Mr. Beutel—a moment ago when I said he testified—that is on the 
record here, I didn’t make it up. 

Governor Srratron. I understand that. 

The CHatrman. He testified that he gave his money in order to 
get and keep these public funds. 

Governor Srrarron. Well, I don’t care what he testified. The fact 
remains that he had public funds over a period of time. It wasn’t 
our policy to change unduly in a community, the funds being held by 
these banks. We sort of put the cart before the horse here. 

One of the reasons why I don’t think that having these funds 
can contribute to, over the period of tenure of a treasurer or a gov- 
ernor or anybody else, is good policy, because you might have a ‘ten- 
dency toward that abuse. That is why I have always ; felt that there 
should be no contribution accepted unless you are actively in a cam- 
paign. 

Now, I would like to point out, and I will state it unequivocably 
because it is a fact: No one was ever propositioned, to my knowledge, 
in my office while I was treasurer to make a contribution before ‘he 
got any deposit of bank funds. 

As a matter of fact, we were trying to do the opposite. We an- 
nounced that we were trying to get more accounts, and there was a 
reason for that, Senator, because during the war period, and shortly 
afterward, these deposits were not as attractive to many of these banks 
for several reasons which we won’t take the time to go into now, but 
they had fallen off in the number of deposits for several reasons, and 
I felt that we ought to try and get these deposits spread more equally 
over the State, and at the same time in making the deposits we recog- 
nized a responsibility not to do anything in the way of withdrawal 
perceptibly that could hurt a bank. 

That was particularly true of the smaller banks where we had 
enlarged so many of these accounts. 

Now, that meant that we had a certain policy. We were responsible 
people. Treasurers of Illinois are not men given to being careless 
with the bank system in this State. At least, that was never my feel- 
ing. We havea responsibility, of course. 

Our primary responsibility is to have those funds available, but at 
the same time, when we put deposits out in time accounts, which means 
it takes 30 days to draw them, we naturally felt, particularly during 
those times when interest rates were changing, inflation was still in 
full force, that we had to be very careful that there was some assur- 
ance that these funds would not ‘be just indiscriminately withdrawn. 

Now. it is true that banks, of course, will make some profit on those 
funds, but I just would like to pose a question myself: As long as they 
are properly spread over the State, how else could you do it? The Fed- 
eral Government decides the rates you can get. 
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I was going to make a recommendation here today that your com- 
mittee might very well consider some changes in the Federal regula- 
tions affecting public funds, but we must always remember that in 
handling public funds the first consideration is that those funds be 
available for public use and we have to protect them in some way, and 
I expect that that is why the Federal regulations are rather strict on 
time and interest, and so forth; we must protect the banks as well. 

You can’t have large public sums in banks and have it suddenly with- 
drawn and ruin the bank’s picture. I think you are as tremendously 
interested in that as I am. 

So you have matters of policy, and perhaps the law could be changed 
somewhere, but there is now way I can see that you can change the 
responsibility for placing these funds. 

Now, the treasurer does have some responsibility to the Government 
in handling investments, and those responsibilities deal chiefly with 
the sales of investments. They have to * approved by the Governor, 
but outside of that, the treasurer, of course, has full authority to place 
these funds. 

It is interesting that in Cook County, with the tremendous amount 
ef funds, over $100 million involved, no interest was being collected. 

It is interesting that the neighboring State of Missouri, where they 
have comparable funds, no interest is being collected, so that Llinois 
looked very good in this picture of its receiving of interest and its 
handling of funds. 

But I also want to point out that the chief responsibility of the 
treasurer is not to be in the banking business. Whether or not he gets 
any interest, his chief responsibility is te have those funds available, 
have them liquid, and ready for proper disbursement when he is called 
upon at any time to do so. 

Now, another point that makes it difficult in this State, we are a large 
State; we have outstanding a number of large bond issues, such as 
the bonus bond issue, of over $300 million, and about every 6 months 
we have a period when we might have to draw and we know we are 
going to have to draw very heavily to meet those obligations. 

We have a road bond issue still outstanding, as well as the bonus 
bond issue I mentioned, so that we have times when we may have to 
draw anywhere from 30 to 50 million dollars more in that particular 
month than our current operating expenses would warrant during the 
intervening period. 

So you have got a problem there. You are going to have to do some 
withdrawal above the normal amount every few months, so that upsets 
your picture a little bit. 

Another thing that the treasurers have to watch very carefully is 
the whole question of investment, interest rates, business conditions, 
because the treasurer could lose on investments or could lose substan- 
tial sums through a careless handling of the State funds as far as 
investments are concerned. 

Now, as far as placing these funds in the banks is concerned, unlike 
many States, we require an extra 10 percent to take care of the col- 
lateral requirements. In other words, 110 percent collateral. So 
if you do have some difference in the market, you will not suffer a loss 
in case you were called upon to use that collateral. 

I think in that respect again we are ahead of a number of States, 
and since you are talking about the State treasurer’s office, there are 
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other States that have had great difficulty. For instance, the State 
of California today, there is a considerable investigation 

The Cuarrman. Governor, that is interesting, but I really don’t 
think we have time to go into that. I must say you have a most 
remarkable power of articulation. I never encountered anything like 
it in all my experience. 

Governor Stratton. Coming from the Senator, from an expert, I 
appreciate the compliment. 

The Cuatrman. I don’t believe we have time to go into California. 
There are just a few more questions we have. 

Governor Srrarron. The reason I said that, Senator, this morning 
you mentioned you never heard of as large a problem of handling 
State finances. In the State of California there is a $4 million 

The Cuatrrman. No; I said I never saw such a large embezzlement 
of public funds. 

Governor Srratron. There is an investigation going on in Califor- 
nia now that amounts to $4 million that I mentioned earlier today. 

The Cuarrman. I don’t know about that, but I would be interested 
after we are through with this hearing. I would be glad to hear about 
it, but I am afraid we better get on with this. These questions I have 
asked you are really relatively simple. 

Governor Srratron. We have a lot of subjects to cover, and per- 
haps having served in all these capacities, we are full of the subject. 
So if you will tell me what you don’t want to hear, I will try to 
limit my remarks. . 

The Cuarrman. You make it difficult to keep my mind on what I 
am trying to ask you. [Laughter.] 

Wait a minute. Did I ask you about Mr. Osterman? Who is 
Mr. Lester Kiick? Did I ask you about him? 

Governor Srrattron. I think you mentioned that. 

The Cuarrman. Mr. Ray Osterman was your treasurer in 1952. 

Governor Strratron. That is right. 

The Cuarrman. Who is Mr. Lester Kiick? 

Governor Srrarron. Mr. Kiick was one of our employees in the 
treasurer’s office. 

The Cxuarrman. What does he do now? Anything? 

Governor Srratron. I think he is located in, I Sollee it is, our 
commerce commission. 

The CuarrmMan. He works for the State? 

Governor Srratron. That is right. 

The CuarrMan. Was he ever authorized to solicit funds for you? 

Governor Strarron. He was neither authorized to solicit nor col- 
lect funds. He is a very strong campaigner, a gentleman who likes to 
get out and get the people to be for his candidate, but the only man 
authorized to solicit and receive funds was Mr. Osterman, and I think, 
to my knowledge, at least, the only one who ever received any funds in 
my behalf was Mr. Osterman. 

The Cuarmman. You feel if Mr. Kiick in his enthusiasm did solicit 
them, it was without your authority, is that correct ? 

Governor Srrarron. That is right. I might say true campaign 
treasurers have a tendency sometimes to be enthusiastic, but a candi- 
date can hardly complain and be critical about that. Mainly, seme 
I think these campaign treasurers handle themselves well. but 
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my own personal policy was—it was announced—stated that we never 
made any pressure to receive campaign funds. 

The Cuarrman. Mr. Osterman, who is your treasurer, did you say 
he was president of the Rock Island Trust & Savings Bank? 

Governor Stratton. I believe he was; yes. 

The Cuamrman. Do you think it is not a circumstance that might 
be influential upon banks, whether or not they contributed ? 

Governor Srratron. Not necessarily. Most campaign treasurers 
and most party treasurers in this State are usually 0 or have 
some connection with financial institutions. The reason usually for 
that is that they have a convenient way, convenient access to banking 
facilities, and I think you will find in both parties, among most 
major candidates, you normally have a businessman or a banker to 
handle the funds, just as a private institution would usually name a 
banker to serve upon the board. 

The Cuarrman. Did Mr. Osterman’s bank have large deposits of 
State funds on deposit ? 

Governor Stratron. I think he had a reasonably large amount. I 
believe I had to draw down on his funds considerably at one time, 
but I would say it is a large city, and I think both banks in that com- 
munity under our policy received rather large deposits. 

The Cuarrman. Did Mr. Osterman personally contribute to your 
campaign ? 

Governor Stratton. I am not sure. He may have. He may have 
put it in the fund to help swell it. I can’t tell you at this late date. 
It is possible. 

The CuarrMAN. He stated to the committee that he contributed only 
$500. 

Governor Stratron. That is possible. 

The CuarrMan. He also induced the other bank in the county, his 
rival, L. B. Wilson, the president of rival Rock Island bank to con- 
tribute $1,500. 

Governor Stratron. Apparently he had a little edge over his rival, 
but I wouldn’t know definitely. If they say they contributed, they 
probably did. But I wouldn’t know, of course, definitely. 

The treasurer would have to give you that, and there would be no 
way I would know of it directly, although I always did insist that 
our treasurers acknowledge any other contributions. In other words, 
we want the treasurer’s stamp on any check, and we want it acknowl- 
edged so people know where the contribution went. 

The CHatrrMan. Do you think it is proper for a State treasurer with 
the power to determine where State funds are deposited to solicit con- 
tributions from those who stand identical with such deposits ? 

Governor Stratton. Let’s put it this way: You might say the same 
thing of any type of contribution. If both sides were prohibited from 
doing it, I think it would probably be well. On the other hand, I do 
not feel any pressure should be put on a bank or any other institution 
to contribute to a campaign fund, but under the laws of [llinois 
bankers are rather active in both parties in making contributions. 

_ My opponent at the time, Adlai Stevenson, was receiving contribu- 
tions from banks, and admitted it. 

I suppose it is the question of what is fair for one is fair for both. 
Frankly, it would save a lot of difficulty, I believe, if they wanted to 
pass an act that prevented officers of banks from contributing, not just 
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to treasurers’ funds, but in that case he ought not to contribute to any 
fund, because, Senator, it isn’t a direct contribution always. Most 
of the time it would go to a local party fund, or to a State campaign 
fund; and if you are going to avoid any favoritism or evasion of the 
law, then I think you ought to say that bankers in a class by themselves 
are not allowed to contribute to any campaign fund, because if you 
just limit it to treasurers, then you would have them contributing to 
some local committee, just as they evade the Federal laws in that 
respect. 

I am not saying bankers do. I am saying all contributors. 

The Cuatmman. As you, I believe, stated, national banks are pro- 
hibited from making contributions to anybody. 

Governor Srratrron. Yes. But I am talking now about a State law 
on the subject. It would be fine with me, and I think, provided it 
was made all inclusive, they couldn’t contribute to any type of fund, 
because, whether they contributed directly to those regular party cam- 
paign funds or to the local party campaign funds, it would be all used 
to help elect that particular candidate. 

So, if you are going to take it out of the questionable class, I think 
you should make a ban on contributing to any campaign fund, either 
party or individual, and I would have no objection to that. 

It might save a lot of suspicion and difficulty. 

Frankly, it has been my experience that very few bankers, at least, 
to my knowledge, have ever contributed directly to candidates. They 
usually will take on the obligation of handling the funds locally, or 
doing their share locally in a campaign. 

That is true of both parties. 

You will find most of your major cities lean backward, along with 
other business or professional committees, and will form committees 
and raise funds, and the loeal banker will usually serve as treasurer 
of the fund. 

But if you are going to take them completely out of that, the 
bankers might feel that they have rights as citizens. I should say 
that I think there should’be no halfway position. You ought to go 
all the way in prehibiting it completely politically, as far as any con- 
tributions to any funds, rather than just not let them contribute to 
the treasurer. 

Did I go too fast for you there, Senator? 

The Cuarrman. No, but I can read the record anyway. 

Mr. Wallace wants to ask you 1 or 2 questions. 

Mr. Wau.iace. Governor Stratton, what would you think of the 
possibility of limiting contributions to persons who have control over 
the placement of public deposits? To prohibit that from those who 
are either officers or directors or those who own as much as 10 percent 
of the stock of the bank ? 

Governor Stratton. I think that that would be all right providing 
you can enforce it. 

Mr. Waxtace. Your problem is that the banks, in general, the na- 
tional banks, are prohibited from doing it now. 

Governor Stratton. That is right. 

Mr. Wattace. But the bankers themselves ean make contributions. 
I would like to ask you a few other questions, Governor Stratton. 

At one point I seem to recall your saying that no other State official 
had any dealings with Mr. Hodge. Is that correct ? 
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Governor Srratron. That is correct. None of our elected State 
officers, none of my cabinet, any of our people who were there. 

Mr. Watiace. Would it be a dealing to be a recipient of money out 
of the envelope account, such as Warren Wright was? 

Governor Srrarron. What is that? 

Mr. Watiace. Warren Wright is supposed to have been a recipient 
from the envelope account. Would that be a business dealing? 

Governor Srratron. It would be a dealing if he knew the check was 
illegal. Of course, I think the press in this State, and I will repeat it, 
has always pointed out that on the lists that have been released—and, 
incidentally, you don’t find the Governor of Illinois’ name on it—on 
those lists that have been released that the recipients of the personal 
checks would not know whether the contribution was legal from its 
source, and that is also true of private political contributions. 

I might say that contribution was made in opposition to the Gover- 
nor of this State; those funds were being collected to try to defeat me, 
so I am not too kindly in my feelings as to how it was handled. 

But to be fair about it, 1 would have to say that the officer who re- 
ceived it as a political contribution would, of course, have no way of 
knowing that that personal check was drawn on illegal funds. 

Mr. Watxace. It wasn’t a dealing. 

I was wondering if you were aware of testimony developed in the 
past few days that Mr. Hodge had sought and got increases in the 
State deposits from Mr. Elmer Hoffman, State treasurer during the 
first 2 years of your administration. Were you aware of that testi- 
mony ¢ 

Governor Srratrron. I believe I saw it in the press, yes. 

Mr. Watuace. Did you ever have any business dealings or any 
political contributions of that type that you recall ? 

Governor Srrarron. No, not that I recall. I think in the two 
banks in his city, that we always kept substantial funds, but I don’t 
recall that he ever made any demand or request. Of course, you are 
going back a great many years, around 6 years, and my recollection 
is that both banks in that city carried—and there again it is a large 
growing area—carried substantial amounts of State funds. 

But I don’t recall it was ever made on the particular basis for 
Mr. Hodge. In fact, I recall one time a statement being made by 
one of the bankers, I believe, down there, not at that period but 
recently, that he sort of resented that Mr. Hodge was always trying 
to take credit for things that went on in that community. 

But I don’t recall offhand. But I do know we always kept in 
those two banks, which are rather substantial there, in East St. Louis, 
in Alton, and in Belleville, in that industrial area. 

Mr. Wautace. When you were State treasurer? 

Governor Srratron. Yes. As Governor—were you asking about 
me? 

Mr. Watxace. That, too. But since you were Governor, were you 
ever in any business dealings, were you in any joint ventures with 
him? Or anything of that type? 

Governor Srratron. None at all; none at all, fortunately. 

Mr. Wattace. I would like to ask this question, Governor Strat- 
ton: Did you ever confer with Mr. Hodge about legislation, in getting 
him to help you to support legislation among legislators? 
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Governor Srratron. Oh, yes; all of the State officers. There again 
I had a policy of including all the State officers in my own cabinet 
meetings. 

You see, I have an appointive cabinet that heads various depart- 
ments, and I always invited all of the State officers into these cabinet 
meetings, and at that time we would decide policy on various pieces 
of legislation, and all of the directors were always present, and all 
the State officers, and, of course, the idea was that we try to get 
them in support of our legislative program, and, in the main, that 
system worked. 

We had pretty good support, and naturally he was included. 

Mr. Wauiace. Was he an able officer? Was he pretty good? 

Governor Srrarron. I would say he was quite active. He had a 
number of contacts with both sides, and certainly supported, in the 
main, our policy. 

Mr. Watuace. We received testimony from Mr. Mensik that some 
funds were received by Mr. Hodge which went to some State legis- 
lators, but I think that was with respect to legislation in which Mr. 
Mensik was interested. 

Governor Stratton. That is for private interests. I might say what 
the Governor needed was persuasion in getting our program through. 

Mr. Watuace. Let me ask you this question: We have been told 
that immediately after you signed this deficiency appropriation of 
some half-million dollars, Mr. Hodge went onto the floor to lobby for 
your toll road bonds and said, when he made representations to the 
legislature, that he was representing your point of view. 

Is that correct ? 

Governor Srratron. I don’t recall that particular one. As T said, 
all of our State officers supported all of-our programs. The toll road 
program, Mr. Wallace, was one of our pieces of legislation, and it is 
possible, along with all of the other State officers and my administra- 
tive assistants, I hope, at least, they were supporting the Governor's 
program. E 

Mr. Wattace. I have only one more question. Did you ever send 
anyone to Mr. Hodge to seek information in your behalf or to discuss 
the problems that he had gotten into? Did you ever have Senator 
Libonatti do that? 

Governor Srrattron. Senator who? 

Mr. Watxace. Libonatti. 

Governor Srrarron. No, I never sent Senator Libonatti to talk to 
Mr. Hodge about anything, as I recall. 

The CHarrman. Governor, when you first came in this morning, 
did you ask that this chronological résumé of the Hodge scandal which 
you prepared be put in the record? 

Governor Srratton. Well, only the part—the whole thing can go in 
if you like. I think there was part of it as to my handling of the 
case. 

The Cuarrman. The first entry is July 4. 

Governor Stratton. Yes, I think practically all of that could go in 
the record. I think there were some things that had to do with—— 

The Cuarrman. What I am asking you is, Did you ask—was that 
one of the things that was asked? Is it already in? If not, I would 
be glad to put it in. 
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Governor Srrarron. Thank you. It is all right to put it in. I 
think I followed it quite carefully. I used it more as an outline to get 
the chronological dates. 

The CuarrMan. If it is not in, Miss Reporter, I want this to go in 
entirely. 

Governor Srratron. All right; if it will add anything, fine. I 
thought in my remarks I got most of it in, but if I did not, you might 
put it in. om ; 

The Cuamman. It is in condensed chronological order. 

(The document referred to follows :) 


CHRONOLOGICAL RESUME OF THE HopGE SCANDAL 


July 4: Governor calls a press conference and announces his decision to 
have the Illinois Budgetary Commission investigate alleged irregularities in 
the auditor’s office. 

July 5: Governor requests an investigation of the auditor’s office by the 
Illinois Budgetary Commission via a letter to that body. 

July 6: At Governor Stratton’s request, the State treasurer provided photo- 
static copies of the microfilmed warrants which the auditor was reputedly 
withholding. 

Governor Stratton orders these photostats and all other records of both 
the treasurer and auditor’s offices to be put under 24-hour State police guard, 
expressly stipulating that the press be permitted access to these records. 

July 9: Governor Stratton confers with State Senator Everett Peters, chair- 
man of the Illinois Budgetary Commission, and Attorney General Latham 
Castle. Albert E. Jenner, Jr., former president of the Illinois Bar Association, 
is named to act as chief counsel for the commission’s investigation of the 
auditor's office. 

Circuit Judge DeWitt Crowe grants Coutrakon permission to call a grand 
jury on July 23 to investigate the possible misappropriation of funds in the 
auditor’s office. 

July 10: Governor confers with auditor and points out seriousness of 
charges. Demands his resignation. 

July 11: Governor Stratton issues an executive order doubling auditor’s bond 
as set by law (from $50,000 to $100,000) and. to have it posted by August 1. 

Attorney General Latham Castle assigns two special assistants to work on 
the Hodge case. Chief Investigator Peter McGuire to aid Coutrakon. 

Hodge walks out of interrogation session with Coutrakon. Said Hodge, “I 
am not going to talk about this matter without the aid of counsel.” 

July 12: Paschen quoted as saying: “As an attorney of over 25 years experi- 
ence, I do not wish to prejudge Mr. Hodge until all the evidence is in. Hodge is 
an elected official, elected by the people, and he has a right to sit there until 
his successor is qualified.” 

July 12: Hodge is subpenaed by Coutrakon to appear before the grand 
jury of Sangamon County on July 23. 

July 13: Coutrakon advances grand jury appearance to July 15. 

July 16: Governor meets with Hodge and Attorney General Castle. Hodge 
submits resignation and Governor accepts. Hodge expressed desire to get his 
story off his chest to the State’s attorney, and arrangements were made to ques- 
tion him the following day. Hodge also submitted resignation as delegate to 
national convention and as auditor for reelection. Governor Stratton orders 
office of State treasurer and State auditor closed until successor can be named 
and sworn into office. 

July 17: Governor selects Dr. Lloyd Morey as interim appointee for auditor. 
Hodge confesses he stole more than $400,000. 

July 18: Dr. Morey issues statement accepting appointment to auditor’s post. 
Dr. Morey terminates Thomas F. Shanahan, custodian of auditor’s warehouses, 
and Lloyd E. Lane. He also announced he was severing all relations between 
Kpping and the auditor’s office. 

July 19: Governor announces recommendation of State Senator Elbert Smith 
to replace Hodge as candidate for State auditor. 

July 26: Senator Smith chosen by Republican State Central Committee as 
candidate for State auditor. 
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August 1: Governor Stratton “reports to the people” on the Hodge case on 
radio and television. 

August 10: Auditor Morey has a certified public accountant to study organiza- 
tion of the auditor's office. 

August 13: Hodge pleads guilty to embezzlement and is taken to hospital for 
treatment of stomach ailment. 

August 17: Governor Stratton orders removal of State police guard over the 
records of auditor and treasurer. 

August 20: Hodge sentenced to prison term at Menard. Began his sentence 
today as No, 25303. 

August 22: Attorney General Castle and Auditor Morey confer on methods of 
converting assets of Hodge into cash to pay State. 

August 25: Hintz is sentenced to prison term. 

August 26. Hintz enters Illinois State Penitentiary—Joliet. 

August 30: Paschen withdraws from gubernatorial race. 

August 31: Epping pleads guilty in Federal court. 

September 1: Mrs. Hodge signs trust agreements authorizing Auditor Morey 
to liquidate Hodge family assets for State of Illinois. 

September 4: Austin named by Democratic State Central Committee to replace 
Paschen on ticket as candidate for Governor. Stratton names Chief Justice 
Joseph E. Daily of State supreme court to sit in his place on State electoral board 
when it meets to rule on withdrawal of Paschen and entry of Austin in the 
gubernatorial race. 

September 5: Judge of Cook County circuit court signs order authorizing State 
to recover assets of former State auditor to pay back Illinois. 


September 7: Epping sentenced to a 4- to 5-year prison term in Sangamon 


County circuit court. Appears before Federal court to seek permission to serve 
terms concurrently. 


September 12: Epping at Menard prison to begin sentence. 

The CuarrmMan. Well, Governor, I think we are approaching the 
end. I might, by way of, not summary, because it is too involved 
to summarize, but comment with regard to the FDIC’s activities in 


these events that involved the Southmoor Bank and the Elmwood 
Bank, both of which Mr. Hodge was intimately connected with. We 
felt, in a general way, that they were slow to move into that situation. 

I do not mean slow to act after the embezzlement was revealed, 
but slow prior thereto, which led to the development of conditions 
which certainly facilitated, if it didn’t invite, Mr. Hodge’s misdeeds. 

In all fairness, it seems to me the State authorities could be sub- 
ject to the same criticism. There were existing seveal signs, the 
immense increased appropriation, the extraordinarily rapid spending 
and depletion of that appropriation, the refusal to file reports, his 
personal extravagances; all of those would indicate to reasonable 
men that there was something gone astray with regan to Mr. Hodge. 

So it leaves me in a bit of a quandary as to whether or not there 
are real deficiencies in the law itself—I am inclined to think there 
are some—or whether or not the primary deficiency is in the admin- 
istration of existing powers of both Federal as well as the State 
authorities. 

But, in any case, it makes a study which I think warrants very 
serious consideration by both the Federal Government, our committee, 
and the Senate, as well as the State. 

I believe those are all the questions I have. Do you have any further 
comment ? 

Governor Srrarron. Thank you, Senator. I might make two short 
comments, one on a matter that I think was not covered in my recom- 
mendations in our discussion. : ; 

In writing new State and Federal laws on the subject, I think that 
we ought to have a law that a man who is a stockholder in one of these 
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financial institutions should not use his powers either to reorganize 
it—I mean, his official powers—or to put deposits in that institution. 

Now, another point that I think I ought to make in regard to your 
just recent statement here, there are certain appropriations, Senator, 
that are expected to be spent rather fast. Pas i 

Those are for capital outlay, where repairing is going on, or for 
where equipment is being purchased, or things of that kind. re 

So it is true that you can’t always say that, because an appropriation 
is being used up rather rapidly. We have certain types of appropria- 
tions that we try to push to completion rather rapidly, because it has 
to do with repairs or with installing necessary machines or setting up 
a new deposit where you expect that there will be a rather rapid deple- 
tion of the appropriation; and I would like to point out further, Sena- 
tor, that I have in my information every month the unaudited sum- 
mary of the receipts and disbursements, with all of the information 
that I could be expected to get from any State officer. 

Under our financial arrangement, now, we get that monthly, and 
we did have that on the auditor’s office, but it is evident that unaudited 
summary does not give you any evidence of misapplication of funds. 
Now, I agree with you thoroughly that in a case of the FDIC that it 
should be strengthened. I think it is the main thing that we were not 
able to find sooner more evidence of difficulties in that bank. 

I understood there was some evidence a few months earlier in regard 
to a trust fund which some of the members had set up, according to the 
testimony here. 

But it is an interesting thing how embezzlements can continue to 
occur in both State and national banks, and yet apparently they are 
being audited constantly ; and I would like to point out, too, that there 
is no requirement of an audit of these funds being spent by the various 
State officers. 

I want to thank you, Senator, for this opportunity, and we certainly 
appreciate the fact that you have given us this much time. 

Thank you ever so much. 

The Cuarmman. All right. Thank you. 

There will be a recess for 10 minutes in order that some of the 
cameramen who have to leave will have the opportunity to remove 
their equipment without disturbing things. 

The next witness, for your information, will be Mr. Ray Osterman. 

(Whereupon a short recess was had. ) 

The Cuarrman. The committee will come to order. 

Mr. Osterman, will you be sworn. 

Whereupon Ray W. Osterman was duly sworn as a witness by the 
chairman, and was examined and testified as follows: 


TESTIMONY OF RAY W. OSTERMAN 


The Cuarrman. Will you be seated, Mr. Osterman? Will you state 
for the record your name and address ? 

Mr. Osterman. Ray W. Osterman, Rock Island. 

The Cuamman. Mr. Osterman, I believe you have been in the bank- 


ing business for a long time. Would you just briefly outline your 
experience ? 


Mr. Osterman. Well, I graduated—— 
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The Cuarrman. If you want to wait a minute and let them get 
through—the cameramen will be through in a second, I think. Are 
you all about through, boys? 

All right. Now go ahead, Mr. Osterman. They won’t bother you 
now. 

Mr. Osterman. Well, I was born in Rock Island in 1897, and—— 

The Cuarrman. What bank are you connected with? 

Mr. Osrerman. President of the Rock Island Bank & Trust Co. 

The Cuarman. Did you start with that bank? 

Mr. Osrerman. I started there in 1912 as a janitor and messenger, 

The Carman. You're president now? 

Mr. OsterMAN. Yes, sir. 

The Cuarrman. Were you active in Mr. Stratton’s campaign for 
the State treasurer ? 

Mr. Osterman. I did in the primary. 

The Cuarrman. Any other campaign ¢ 

Mr. Osrerman. No, sir. 

The Cuarrman. How about for governor? 

Mr. Osterman. Well, I meant for the—I thought you asked for the 
governor. 

The Cuarrman. I first said as treasurer, as State treasurer ? 

Mr. Osterman. No, not as State treasurer ; no, sir. 

The Cuarrman. Or for Congress? 

Mr. Osterman. No, sir. 

The CHarrman. The first time you acted as treasurer was of his 
campaign for governor ? 

Mr. Osterman. Yes, sir; in the primary. 

The Cuarrman. Was he at that time treasurer of the State of 
Illinois? 

Mr. Osterman. He was. 

The CuarrmMan. How did you happen to become active in Mr. Strat- 
ton’s primary campaign for governor? 

Mr. Osterman. I have known Mr.—Governor—Stratton for many 
years. I first met him when he was a youngster traveling with his 
father who was then secretary of State back I think around in 1929 
during Governor Emerson’s, I believe it is, administration. 

The Cuarreman. Did you hold a formal position in Mr. Stratton’s 
campaign ? 

Mr. Osterman. No, sir. 

The Cuarrman. But you were treasurer? Is that right? 

Mr. Osterman. I was treasurer. 

The Cuatrman. Did you solicit some of your friends for contribu- 
tions for Mr. Stratton’s primary campaign ¢ 

Mr. Osterman. I did. 

The Cuatrman. Was your activity on his behalf confined to down- 
state Illinois? 

Mr. Osterman. In downstate only? 

The Cuaran. Yes. 

Mr. Osterman. No, sir. 

The Cuarrman. Was Mr. Chester Todd the principal treasurer for 
Mr. Stratton’s campaign in the Chicago area ? 

Mr. Osterman. He was. 

The Cuarrman. Did you open a bank account to handle contribu- 
tions you received for Mr. Stratton ? 
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Mr. OsTerMAN. Yes, sir. 

The Cuatrman. Did you receive campaign contributions indirect- 
ly through Mr. Stratton himself as well as directly from contributors ? 
’ Mr. OsterMAN. Yes, sir. 

The CuatrMan. Did you keep a record of all campaign contribu- 
tions sent to you from any source? 

Mr. OsrerMAN. Yes; I certainly did. 

The Cuamman. Did you write letters soliciting campaign funds 
for Mr. Stratton’s primary campaign ? 

Mr. Osterman. Not to my knowledge; no. 

The Cuatrman. Did you solicit support financially or otherwise 
for Mr. Stratton at bankers’ conventions ? 

Mr. Osterman. That I can’t say. Sometimes Governor Stratton 
was at these conventions. I may have introduced him, but I don’t 
recall of soliciting. 

The Cuarman. He wouldn’t have to be there. I said did you 
solicit support, financial support, for Mr. Stratton at bankers’ con- 
ventions ¢ 

Mr. OsrerMAN. I may have from my friends, banker friends. 

The Cuatrman. Did you also solicit support from bankers else- 
where than at bankers’ conventions ? 

Mr. OsrerMAN,. Yes, sir. 

The Cuatrman. Did you visit Mr. Henry Beutel for the purpose 
of obtaining a contribution for Mr. Stratton’s primary campaign? 

Mr. Osterman. I did. 

The Cuatrrman. Did you request Mr. Beutel to make a contribu- 
tion ¢ 

Mr. OsterMAN. I did not. I was told that he wanted to make a 
contribution. 

The Cuarmman. Who told you that? 

Mr. Osterman. That for the life of me I cannot recall. I have 
tried to recall it but it was—— 

The CHarrman. Was it Mr. Lester Kiick? 

Mr. Osterman. No. 

The CuarrMan. Are you sure? 

Mr. Osterman. I’m pretty sure it wasn’t. 

The Cuarrman. Did you telephone Mr. Beutel for an appointment 
before visiting him? 

Mr. Osterman. I don’t recall that I did. I may have to find out 
if he was going to be in, because I was going out to the north side 
to my sister’s apartment out there. 

The CuarrMan. Were you a close personal friend of Mr. Beutel ? 

Mr. Osterman. No, sir. 

The Cuairman. Well, then, if I understand you, someone told you 
that he wished to make a contribution. Is that correct? 

Mr. Osrerman. Yes, and as I was going out that way just a few 
blocks away—that was at the Belmont National Bank out on Clark 
Street—so I said I’d stop off there. 

The Cuamman. How did it happen that you talked the matter 
over with Mr. Beutel in Chicago rather than letting the Chicago 
workers do that? 

Mr. Osterman. I’m up in Chicago quite a bit of the time, Senator. 
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The Cuarrman. Did either you or Mr. Beutel mention the fact that 
the Belmont National Bank of which he was president had State funds 
on deposit ? 

Mr. Osterman. No, sir. 

The Cuarrman. Did you know that the Belmont National Bank 
had State funds on deposit at the time you visited Mr. Beutel? 

Mr. Osterman. Not to my knowledge. I can’t recall that I did. 

~— CuarrMAN. Where did your discussion with Mr. Beutel take 
place? 

Mr. Osterman. At the bank. 

The Cuarrman. At the Belmont Bank ? 

Mr. Osterman. Yes, sir. 

The Cuarrman. Do you recall the substance of your conversation at 
that time? 

Mr. Osterman. No; I don’t, Senator. 

The CuarrMan. Did Mr. Beutel make a contribution to you at that 
time ¢ 

Mr. Osterman. Yes: he did. 

The Cuarmrman. And how much was it? 

Mr. OsterMaAn. $1,000. 

The CuarmMan. Was it in cash or check ? 

Mr. Osterman. In cash. 

The Cuatrrman. What did you do with the contribution ? 

Mr. Osterman. Deposited it at the Rock Island Bank & Trust Co., 
in the Stratton for Governor Campaign Fund. 

The Cuarrman. Do you recall writing a letter to Mr. Beutel thank- 
ing him for the contribution ? 

Mr. Osterman. Yes; I do, Senator. 

The Cuarrman. Is that the same letter we put in the record? Well, 
do you have it with you? 

Mr. Osterman. Yes, sir: I do, sir. 

The Cuarrman. Would you mind reading it into the reeord? It 
isn’t very long;isit? | 

Mr. OsterMANn. No, sir; it isn’t. [Reading :] 

Henry J. BEvUTEL, 
President, Belmont National Bank, Chicago, Ill. 

Dear Henry: Thanks for what I received the other day. Bill has been advised 
of this so he will contact you within the next couple of days. 

Hope to see you at the American Bankers Association meeting this coming 
week. 


Sincerely, 
Ray. 


The CHarrmMan. We will insert the letter in the record. 
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(The letter referred to follows :) 
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The Cuarrman. Did you receive more than one contribution from 
Mv. Beutel for Mr. Stratton‘s primary campaign / 

Mr. Osterman. I did not, sir. 

The Cuarrman. Did you suggest to Mr. Beutel how much he should 
give to the campaign ? 

Mr. Osterman. No, sir; I did not. 

The Cuatrman. How does it happen that Mr. Beutel’s name does 
not appear as a contributor on the list of contributions you maintained ‘ 

Mr. Osterman. Well, it—I don’t know. I couldn’t answer that 
because I put it in with $1,050 that the then State treasurer, or State 
Treasurer Stratton, had given me at a meeting at Kewanee the next 
night, so I deposited $2,050, and I wrote to Miss Mary P. Keevers, 
executive secretary, State treasurer’s office, Capitol Building, Spring- 
field, Ill. : 


Dear Mary: Enclosed is deposit slip for $2,050. $1,050 was received in cash 
from the boss last Thursday evening at Kewanee, Ill. The other $1,000 I re- 
ceived from Henry J. Beutel, of the Belmont National Bank of Chicago. You 
may want to check the enclosed statement which I have already paid. 

Sincerely yours. 

Mr. Wauiace. Mr. Chairman, may I ask a question ? 

The Cuarrman. Go ahead. 

Mr. Watuace. Mr. Osterman, when we talked to you privately 
you had no record of this letter and didn’t know it existed, and since 
we put this other letter in the record you have located that letter. I 
wonder if there are any other letters that you might have written 
to bankers which you could not find at the time we talked to you! 

Mr. Osterman. Mr. Wallace, I cannot find them. This was in that 
same file, sir, that—when we were down there that I handed to you 
a number 

Mr. Wauuace. Some of these other cash items that you couldn’t iden- 
tify then, you still can’t identify those? 

Mr. Osterman. I can’t identify those; no, sir. 

The Cuarrman. Did I understand you to say you do not remem- 
ber who at campaign headquarters suggested you call Mr. Beutel ? 

Mr. Osterman. That’s right, Senator. 

The Cuatrman. Did I ask you if Mr. Lester Kiick may have been 
the one who suggested it ? 

Mr. Osterman. You did, sir. 

The Cuarrman. What do you think about that after thinking on 
it? 

Mr. Osterman. I can’t recall that Mr. Kiick mentioned it to me 
at all, 

The C marmman. Do you know whether it was Mr. William 
Downey ? 

Mr. Osterman. It may have been Mr. Downey, because he was at 
the headquarters all the time, but I couldn’t swear to it. 

The CHarrman. Did you ever collect any money from Jack O. 
Brown ? 

Mr. Osterman. Jack O. Brown? The names does not sound fa- 
miliar. 

The Cratrman. It does not? Did you ever receive any contribu- 
tions from Mr. Beutel on any other occasion ? 

Mr. Osterman. No,sir. I did not, Senator. 
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The CuarrMan. I presume you're well acquainted with many Illi- 
nois bankers due to your long banking experience; are you not? 

Mr. Osterman. In 44 years you’re bound to be pretty well known 
around the State. 

The Cuarrman. Did Mr. Stratton ever suggest to you the names of 
iny bankers whom you might communicate with for campaign con- 
tributions ¢ 

Mr. OsterMAN. No; only we mentioned different friends, because 
I was a very close friend of the present Governor. We met in Spring- 
field pretty often. 

The CuarrMan. In the Stratton primary campaign did you also 
disburse campaign funds as well as collect them ? 

Mr. OsrerMAN. I did, sir. 

The CuarrMan. Who authorized you to do that? 

Mr. Osterman. They O. K.’d the bills in Springfield and sent them 
on to me. 

The Cuatrman. Did Mr. Stratton authorize you to do it? 

Mr. OsrerMAN. He didn’t authorize me to pay out—naturally as 
treasurer I would have to pay them out. His office did. 

The Cuatrman. Well 

Mr. OsterMAN. His executive—his secretary. 

The Cuarrman. Did he know you were doing it? 

Mr. OsteRMAN. Yes, sir. 

The Cuarrman. Did he send you funds for that purpose? 

Mr. OsrerMAN. Yes, sir; he did. 

The Cuarrman. Did you do that in the Chicago area ? 

Mr. Osterman. Some. Whatever bills came up came to me O. K.’d 
by the Springfield office. I paid when there was money on hand to 

vay them. 
! The CHarrMan. And you disbursed these funds only upon receiv- 
ing bills for materials or services? 

Mr. OsterMAN. That’s right, sir. 

The Cuarrman. Did you keep a record of your disbursements as you 
did your receipts ? 

Mr. Osterman. I certainly did, sir. 

The Cuarrman. Can you give us what total amount of contribu- 
tions you did receive ? 

Mr. OsterMAN. From the Springfield office and others I don’t think 
it could have exceeded $25,000. I don’t think so. Which is a very 
small amount in a Governor’s campaign. 

The Cyarrman, I didn’t understand. Did you say you thought 
$25,000 was a small amount compared to the other part of the cam- 
paign ¢ 

Mr. Osterman. No; I imagine $25,000 wouldn’t carry a campaign 
throughout the State the size of the State of Illinois very far. 

The Cuamrman. How much was the extent of the campaign? Do 
you know? 

Mr. Osterman. That I do not know, sir. 

— CHARMAN. But you received approximately $25,000; is that 
right § 

Mr. Osterman. It was in that neighborhood, $25,000. 

lhe Cuarrman. Did you disburse that all during the campaign? 

Mr. Osterman. I certainly did. 

The Cuarrman. Was any of it refunded to the donors? 
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Mr. Osterman. No, sir. 

The Cuatrman. As to that portion of it you raised did you assure 
yourself it came from lawful and nonsubversive enterprises, from 
organizations legally eligible to make a donation? 

Mr. Osterman. I thought it came from the individuals; yes, sir. 

The CuatrmMan. Did Mr. Stratton ask you to verify that? 

Mr. OsrermMan. No, sir; he did not. 

The CHatrman. I understood from his testimony or testimony 
before the committee that was his practice. I wondered if he asked 
you to verify that. 

Mr. Osterman. I don’t recall of him asking me. 

The CHarrmMan. You were quite sure the donors could afford to 
make the contributions? 

Mr. Osterman. Oh, yes, sir. 

The Cuarrman. Did you satisfy yourself that the size of an indi- 
vidual gift was not so large as to indicate an attempt to influence 
Mr. Stratton unduly ? 

Mr. Osterman. I did not think it would. 

The CHarrMman. What was the largest contribution you received ? 

Mr. Osterman. $1,500. 

The CHatrrman. Is that the one from Mr. L. B. Wilson? 

Mr. Osrerman. Mr. Wilson and I think Jack—or a Klug—K-1-u-g, 
$1,500. 

The CrarrMan. I believe you said in your letter that you told the 
Governor about the contribution of Mr. Beutel; is that right? 

Mr. Osterman. I did, sir, told him that at the meeting at Kewanee 
I think it was the following evening. 

The Cuarrman. Did you report to Mr. Stratton all contributions 
you received including the name of the donors and the amount of 
each donation ? 

Mr. Osterman. We sent him a duplicate deposit slip because he 
wanted to acknowledge every contribution personally. 

The Cuarman. Mr. Wallace. 

Mr. Watuace. Mr. Chairman, I'd like to get these identified for 
the record. L. B. Wilson. Who was L. B. Wilson? 

Mr. OsrerMANn. President of of the First National Bank of Rock 
Island. 

Mr. Watxace. And he contributed $1,500? 

Mr. Osterman. He contributed $1,500. 

Mr. Wautace. Who was the other one? Klug? 

Mr. Osterman. K-l-u-g. 

Mr. Watuace. John H. Klug? 

Mr. OsrermMan. Yes. 

Mr. Watuace. Vice president and cashier of American National 
Bank & Trust Co. of Chicago? 

Mr. Osterman. That’s right, sir. 

Mr. Wautace. Did you make a collection from Mr. David Maslow- 
ski? 

Mr. Osterman. Maslowski? I don’t—not myself. It may have 
come in from the Springfield office if there was one made and was on 
that list. 

Mr. Watuace. Who is J. Smith? 

Mr. Osterman. J. Smith? 

Mr. Wattace. Yes. 
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Mr. Osterman. I don’t know, sir. 

Mr. Watuace. In your records there’s a contribution listed as being 
of David Maslowski. In parentheses, check, J. Smith, $1,000. 

Mr. Maslowski is director of the Lincoln National Bank of Chi- 
cago. Do you recall that? 

r. OsterMAN. Lincoln National Bank? No. 

Mr. Wautace. It was in your records. 

Mr. Osterman. Well, I don’t recall receiving it from him directly. 
It may have come through the Springfield office or from Chicago. 

The Cuarrman. Are you a aa ee you consider yourself 
a competitor—of Mr. Wilson in the First National Bank of Rock 
Island ? 

Mr. Osterman. We were both assistant cashiers in the other 
bank and he became ee of the First National and I became pres- 
ident of the Rock Island Bank. 

The Cuarrman. Does his bank have public funds deposited in it? 

Mr. Osterman. That bank; yes, sir. 

The Cuatrman. Do you know how much? 

Mr. Osterman. No, sir; I don’t. 

The Cuamman. How much did your bank have? 

Mr. Osterman. We have $2,900,000—a million and a half on 1 
percent and a million four hundred thousand free. 

The Cuamman. Do you consider those deposits are of value to your 
bank ? 

Mr. Osterman. I certainly do. I think we were spoiled really, the 
bankers were spoiled, in the early forties and during the Korean war, 
during the war accounts, because there was a dandy nest egg for the 
banks to make money. 

The Cuarrman. You think that one reason Mr. Wilson and Mr; 
Beutel were so generous was because of the public deposits in their 
bank? 

Mr. Osterman. I imagine—I imagine they were. Although I didn’t 
know whether Beutel had State deposits. 

The Cuamman. At that time he testified he had. He testified that’s 
the reason he made the contribution, because he’d—— 

Mr. Osterman. He told me he wanted to be sure the State treasurer 
knew about the contribution. I told him I certainly would tell him. 
I was going to see him in the next day or so. 

The Cuarrman. Was the contribution from Mr. Wilson made from 
the bank funds? 

Mr. Osterman. Not to my knowledge. 

The Cuarrman. From his personal funds? 

Mr. Osrerman. He gave me cash. 

The Cuatrman. Cash wouldn’t indicate whose funds they were. 

Mr. Osterman. No, no, sir, and I wouldn’t know either. 

The Cuamman. You didn’t ask any questions? 

Mr. Osterman. No, sir, I did not. 

The Cuarrman. You did not make any effort to ascertain whether 
or not the funds were from the bank itself or from Mr. Wilson ¢ mi 

Mr. Osterman. No, sir, I did not. 

The Cuarrman. Don’t you think you should have? 

: Mr. OsterMAN. Well, I maybe should have, but I thought he would 
now. 


83551—56—pt. 2-43 
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The Cuareman. If it had been from the bank would you have ac- 
cepted it? 

{r. Osterman. Not if it was directly from the bank, no, sir. 

The Cuarman. But you didn’t ask any questions about it? 

Mr. Osterman. No, sir, I did not. 

The Carman. Did you discuss this or any of these contributions 
from officers of banks with Mr. Stratton? 

Mr. OsrerMaAN. Only sending him the fuphesty deposit slips. 

The Cuamman. In all these cases, Mr. Klug and others you men- 
tioned, you did not ask them directly whether or not the funds were 
their personal funds or those of the bank, did you ? 

Mr. Osterman. I did not, sir. 

Mr. Wautace. Mr. Osterman, do you recall a transaction whereby 
Mr. A. C. Woodward sent you a cashier’s check for $1,000 with the 
understanding you would send him a $1,000 campaign check? 

Mr. Osterman. No. No, sir, Mr. Wallace, ’ve been—there was— 
he called about that and said he was sending a check but he’d like 
to have one back to be used in his county for the campaign for Strat- 
ton-for-Governor campaign. 

Mr. Watxace. I don’t understand the purpose of that. 

Mr. Osrerman. I don’t, either. 

Mr. Wattace. What was the procedure? He sent you a cashier’s 
check for $1,000, and then you sent him back a check on your bank on 
this account for a thousand dollars? 

Mr. OsrerMAn. That’s right. Whether he wanted to have it shown 
that he contributed $1,000 to the campaign and then he wanted that 
back to be used in his county for the campaign I do not know. 


The Cuarrman. Mr. Osterman, can = explain the nature of the 


donation noted on your list of contri 
Bank ¢ 

Mr. Osterman. No, sir. That came—I think it was a cashier’s 
check. 

The Cuarmrman. What’s the significance of that? Was that from 
the bank itself or from an officer? 

Mr. Osterman. That I wouldn’t know. I listed it that way because 
I didn’t know. I had to list what was sent in to me. 

The CuatrMan. Were you active in Mr. Stratton’s election—that is, 
the general election for governor—as distinguished from his primary 
campaign ? 

Mr. Osterman. No—in raising funds, you mean, sir? 

The Cuarrman. Yes; in any respect, but in raising funds. 

Mr. Osterman. Oh, I was talking for him, but I never go out very 
heavy on the final elections because I split my ticket because I have 
friends on both parties. 

The Cuaran. Is it true that your Bank of Rock Island had 
$4,628,000 of deposits by public bodies on December 31, 1950, at the 
end of State Treasurer Ora Smith’s term, and that such deposit in- 
ereased to $6,053,000 by December 31, 1951, during the first year of 
Mr. Stratton’s second term as State treasurer ? 

Mr. Osterman. Well, on these published reports that covers county 
funds, the city funds, school funds, all those accounts. 

The Cuamman. All public accounts? 

Mr. Osterman. All public accounts. 


utors as Springfield Marine 
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The Cuairnman. Are those figures about right? 

Mr. Osterman. They cover the State and all political subdivisions 
of the State. 

The Cuamrman. Can you say how much of those funds were State 
funds under the jurisdiction of Mr. Stratton ? 

Mr. Osterman. I think we had around $3,500,000. Two milliop 
I think was time, and a million and a half free. 

The Cuamman. Could you estimate what you think a million dol- 
lars in those deposits is worth to your bank ? 

Mr. OstrerMAN. It all depends on what the Government bond rates 
are and how short of paper. You know, we could keep some in 90-day 
paper, and now that’s up to 3 percent. It’s pretty valuable. Bills. 
Brokers’ loans are 4 percent. 

The CuamrMan. Take the present time. You are familiar with 
that. What would you say it’s worth to your bank to have $1 million 
in pabiss funds on deposit in your bank? What’s it worth to your 
bank 

Mr. OsteRMAN. Well, it maybe would be worth 3 percent. We'd pay 
out 1 percent. 

The COREE It would be worth what? $20,000 to you? $1 
million ¢ 

Mr. OsterMAN. Oh, yes; better than that. $1 million; yes. 

The CuarrmMan. That would be the minimum ? 

Mr. OsterMANn. That’s right. That would be the minimum, yes, 
sir. 

The CuarrMan. If you have a high loan ratio it could be worth on 
up as high as fifty, sixty thousand dollars? 

Mr. OsrerMAN. That’s right, sir. 

The CuarrMan. Per million? 

Mr. OsrerMAN. That’s right, sir. You mean free money, not the 1- 
percent money ? 

The CuarrMan. It’s obvious that the 1 percent can be calculated, 
deducted. It’s worth just 1 percent less than the other. 

Mr. Osterman. Yes, that’s right. 

Mr. Waunxace. Mr. Osterman, this increase of roughly $1.4 million 
in your public deposits, was that entire increase made up of funds 
other than State funds? 

Mr. Osterman. When was that, sir? 

Mr. Watiace. What? 

Mr. Osterman. When was that? What increase? 

Mr. Watxace. End of 1950 and the end of 1951. The chairman 
just read off that you had a total of $4.6 million in public deposits 
at the close of 1950 and at the close of 1951 you had $6.1 million in 
public deposits. That’s an increase of $1.4, nearly $1.5 million. I was 
wondering if the entire increase was in funds other than State funds 
or whether you got an increase in State funds? 

Mr. Osterman. Well, occasionally the State funds are drawn down 
to meet certain obligations that the States have and then they try te 
replace—— 

Mr. Watace. In this particular instance it was no drawdown. It 
Nie an increase. In other words, your public deposits increased 

Yes 
Mr. Osterman. There may have been—— 
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Mr. Wauuace. By nearly a million and a half dollars. Where did 
the increase come from? Did it come from State deposits? Were 
those increased ? . 

Mr. Osterman. That I wouldn’t know unless I looked at my 
records. It might have been in the city of Rock Island, the county, 
or schools. 

Mr. Wautace. Could you furnish us that for the record ? 

Mr. Osterman. I certainly can. 

Mr. Wauuace. Thank you. 

Mr. Osterman. I'd be happy to. What dates were those that you 
wanted ? 

Mr. Wauttace. Why don’t you give us your State deposits from the 
year 1948 to the present at the close of each year, from 1948 to the 
present. 

The Cuarrman. State? 

Mr. Wanuace. State deposits. 

Mr. OsterMANn. Yes, sir. 

Mr. Wautace. And broken down into time and demand deposits. 

Mr. Osterman. I certainly will, sir. 

(The information referred to follows :) 

Rook Istanp, ILt., October 26, 1956. 
Hon. J. WILLIAM FULBRIGHT, 
Chairman, Senate Banking Committee, 
Senate Office Building, Washington, D.C. 

Dear Srr: Mr. Ray W. Osterman, president of our bank, appeared before your 
committee during the hearings you conducted in the United States Courthouse, 
Chicago, on the afternoon of October 18, 1956. He went from Chicago directly 
to Los Angeles to attend the convention of the American Bankers Associatian. 

Since Mr. Osterman will not be back until the latter part of next week, he sent 
word that the information you wanted regarding the State of Illinois deposits 
with us and the figures on our Government bond holdings be submitted to you as 
per your request. For your convenience we have tabulated these figures on one 
sheet, which is attached hereto. 

Trusting this meets with your wishes, we are, 

Very truly yours, A 
Rock IsLanp BANK & Trust Co., 
By Lea M. Newserry, 
Seoretary to Mr. Ostermén. 


State of Illinois deposits with Rock Island Bank & Trust Co. 


Date Time Demand Date 


None 
$1. 000. 000 
1,000 000 
2, 000, 000 


15, 279, 203. 51 
14, 216, 471. 29 | Dec. 
15, 081, 822. 741 Dec. 31, 1955 


1 Ineludes $236,000 Federal National Mortgage Association bonds. 
The Cuairman. Who requested the increase of the State treasurer, 


the increase in State funds of the State treasurer, in 1951? 
Mr. Osterman. I would be the one, sir. 
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The Cuarmrman. Did you ask for increase in those funds? 

Mr.’ Osrerman. Yes, sir. 

The Cuarrman. Do you remember at what time that increase was 

de? 
a Mr. Osterman. I do not know right offhand. 

The CuamrMan. Would you recall whether it was before or after 
you became campaign treasurer for Mr, Stratton ? 
” Mr. Osterman. That I couldn’t say. 

The Cuarrman, Do you know the amount of the bank’s total invest- 
ment in Government securities on December 31, 1950, and 1951? 

Mr. Osterman. I do not want to hazard a guess on that. 

The Cuamman. While you’re looking up that other figure would 

‘ou mind ¢ 
; Mr. Osterman. Government bonds? What year, sir? 

The CuamMan. Yes, it was that same comparison we had on the 
public deposits, that same period, the end of 1950 and the end of 1951, 

(The information referred to appears on p. 920. 

Mr. Osterman, would you say that your bank had a high ratio of 
public deposits to total deposits? High in comparison to other 
Illinois banks? 

Mr. OsterMAN. I wouldn’t say so, Senator. 

The Cuarrman. Yours I believe was in the neighborhood of 20 
percent. At the end of 1950 it was $25,668,000 and in 1951 it was 
$29,024,000, total deposits, so your deposits, public ones, were in the 
neighborhood of 20 percent, weren’t they ? 

Mr. Osrerman. Probably were, sir. 

The Cuamman. Isn’t that high for a bank in Illinois? 

Mr. OsterMAN. Well, I never knew there was any limit as to the 
amount you could have. 

The CuarmaAn,. I mean high compared to other banks. 

Mr. Qsrprman. I haven’t checked the other banks, Senator. I 
didn’t check them at that time. I think the other bank in Rock 
Islanc —I think we looked that up and we found that was more. Mr. 
Hale had both companies with him. I think they had more than 
we did. 

The Cuarrman. They did? 

Mr. Osterman. Yes, sir. 

The Carman. Mr, Wilson? 

Mr. OsrerMAN, Yes, sir. 

The Cuarman. On those public deposits, I understand you to 
say it’s approximately 50 percent interest-free—that is, demand depos- 
its—and 50 percent 1 percent. Is that—— 

Mr. Osterman. We have a million and a half on 1 percent interest 
and a million four hundred thousand at no interest. 

The Cuarrman. What type of Government securities are eligible 
to furnish the 110 percent collateral required to be deposited as 
security for State deposits? 

Mr. Osterman. I have $3,850,000 par value of Government 214’s 
for $2.9 million in deposits. 

The Cuarrman, When you say “Government,” are those Federal 
Government? 

Mr. Osterman. Federal Government; yes, sir. 

The Cuamman. Do municipal and State securities qualify ? 
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Mr. Osterman. I don’t know as to that, sir. I have never pledged 
those. 

The Cuarrman. While these Federal Government bonds, 214’s you 
said, that you own are pledged as security for the State deposits, 
do you receive the interest on those Federal bonds? 

Mr. Osterman. Yes, sir; we do. 

The Cuarrman. They are part of the income of your bank? 

Mr. Osterman. That’s right, sir. 

The Cuarrman. Why is it sometimes represented to be a burden 
or a requirement that these be put up? Isn’t it customary for you 
to have those Federal bonds whether or not you have State deposits? 

Mr. Osterman. Yes, sir. 

The Cuarrman. You'd have some of them anyway; wouldn’t you? 

Mr. Osterman. That’s right, sir, but should the State treasurer 
withdraw the balance you would have to accept the market value 
if you sold that particular collateral. Right now if I did that I’d lose 
about $170,000. 

The Cuareman. If he withdrew his public funds why would you 
have to sell these, sell the Federals? Are you loaned up that close to 
your limit? 

Mr. Osterman. We're loaned up; yes, sir. 

The Crarrman. That close to the limit? 

Mr. Osterman. Yes. 

The Cuatrman. So if they withdraw these public funds you’d have 
to sell that collateral? 

Mr. Osterman. I wouldn’t sell that collateral; no sir, because I 
have brokers’ loans and that I could sell in 5 minutes’ time for full 
value. 

The Cuamman. As a matter of fact, isn’t it presently a very popu- 
lar thing for banks to do—to sell their Governments, take their cap- 
ital loss, and repurchase at the going rate of around 91% Isn’t that 
what they are doing all over the country? 

Mr. OsTERMAN. A number of them are, but I haven’t sold any this 

ear. 
. The CuHarrmMan. Well, the year is not over yet. You may. 

Mr. Osterman. Well, I’m not sure. 

The Carman. It’s a very profitable operation for them; isn’t it! 

Mr. OsterMAN. It’s very profitable; yes, sir, for tax purposes. 

The Cuarrman. That’s right. Do you think it was intended that 
way or not? 

Mr. Osterman. I don’t think so, but—— 

The Cuarrman. This question has nothing to do with our cur- 
rent study. However, it has something to do with matters under the 
jurisdiction of this committee. But that is actually what is going on; 
isn’t it? 

Mr. Osterman. That’s right, sir. Many banks have taken advan- 
tage of that. 

The Cuamman. Because it results in a very substantial windfall 
to take your capital loss now against current profits in the expectation 
of taking a capital gain in the future? Isn’t that right? 

Mr. Osterman. Right, sir; but that’s—— 

The CHarrman. Well, that’s incidental. On balance, however, 
there’s no reason to say that the requirement of 110 percent security 
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consisting of Government bonds on which you get the interest is any 
oarticular burden upon your bank, is there! 
~ Mr. OsrerMAN. No, sir. 

The CuHarrMAN. No; I didn’t think so. Those bonds are counted 
as part of your bank’s reserves and assets—— 

Mr. OstERMAN. That’s right, sir. 

The Cuarmrman. The same way ? 

Mr. OsTERMAN. We have the receipt from the Continental Bank in 
Chicago. They hold them in safekeeping for the State treasurer. 

The Carman. Yes. From your long experience in banking, do 
you believe deposits in banks by public bodies or the prospects of re- 
ceiving such deposits tend to induce bankers to curry favor with public 
officials controlling such deposits ¢ 

Mr. OsterMAN. I would say it does and could. 

The CHammMan. Do you believe this inducement at times may lead 
to donations to such public officials or candidates for such public offices 
intended for their political or personal use ? 

Mr. Osterman. It’s bound to. 

The CHarRMAN. Have you ever been requested to contribute to any 
welfare fund for the benefit of the employees in the county treasurer’s 
office in Rock Island County ? 

Mr. OsterMAN. No, sir. They have no funds of that sort that I 
know of. 

The Cuarrman. What in your opinion would be the justification for 
such a request applied only to banks in the county that hold county 
deposits ? 

Mr. OsterMAN. I wouldn’t think very much of it. 

The Cuamman. Do you think that the Federal Deposit Insurance 
Corporation legislation dealing with that corporation should put some 
restriction upon cohtribetions bey State banks to public officials? 

Mr. Osterman. I think it should be by both the banks and the 
officers—should put a restriction. 

The Cuarrman. And the officers? 

Mr. OsterMAN. Yes, sir. 

The Cuatrman. Would you care to make a suggestion as to the 
nature of the restriction? Have you thought about it? 

Mr. Osterman. I would say according to the ownership, stock 
ownership, by the officer. In fact, I’m sure bank officers would wel- 
come it if every one were disallowed. 

The Cuarrman. You mean as an excuse for not making the dona- 
tion? Is that right? 

Mr. OsterMAN, Yes, sir. 

The Cuarrman. You say that because you think it’s been over- 
done; do you? 

Mr. Osterman. Yes, sir. 

a Cuarrman. From what your testimony indicates, you helped 
overdo it. 

Mr. Osterman. I know, sir. 

The Cuarrman. What? 

Mr. Osterman. I know I did, sir. I was just—looked up the other 
day. We paid the FDIC $297,000, since we’ve been a member, in 
insurance premiums. 
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The Cuarrman. Do you think that the supervisory authorities of 
the State should be permitted to own stock in a bank under their 
jurisdiction ? 

Mr. Osterman. I do not believe they should. 

The Cuarrman. You think they ought to be prohibited ? 

Mr. OsterMAN. Yes, sir. 

The CuarrMan. It ought to be prohibited by the State, shouldn’t it? 

Mr. Osterman. That’s right, sir. 

The Cuarman, If it’s not, would you think that the FDIC is 
justified in including such a prohibition in any bank that is insured 

y the FDIC? Would you favor such a provision ? 

Mr. OsterMAN. That is—What do you mean! The State treasurer 
and the State auditor? 

The Cuarrman. In this State it’s the State auditor. 

Mr. Osrerman. I don’t think the State auditor should own stock 
in any bank, 

The Cuarrman. I understood that. Normally it would be the 
State that prohibits that. It would bea violation of State law. But 
it’s not in this State. And since we have no jurisdiction to pass State 
laws, in such cases would you approve of a lation or even a part 
of the aw Saray a restriction in FDIC's legislation denying 


msurance to banks in which that does oecur ? 


Mr. OsterMANn. Yes, sir. 

The Cuarrman. Do you have any suggestions to the committee deal- 
ing with any of its jurisdiction regarding banks that’s been under 
discussion here that you care to give to us? 

Mr. Osterman. I don’t offhand, but I think I could furnish you 


with some. 

The Carman. You certainly can feel at liberty as a citizen if 
for no other reason to furnish us suggestions, I receive them all the 
time, and we’d be glad to receive yours. 

Mr. OsterMAN. Yes, sir. 

The CuHamrman. Mr. Wallace I believe had one or two more 
questions. ’ 

Mr. Wautace. Mr. Osterman, you don’t have to answer this, but I 
would like to know what your salary is in the bank. Would you 
have any objection to answering that question ? 

Mr. Osterman. $28,000. 

Mr. Wattace. The reason we ask is whether you felt that $2,500 
was a personal—whether it was difficult for you to make that much of 
a campaign contribution. 

Mr. Osterman. No, sir. 

Mr. Watuace. It was relatively easy ? 

Mr. Osterman. Yes, sir. 

Mr. Watuwace. Do you have an expense account at the bank? 

Mr. Osterman. I charge up what I spend; yes. 

Mr. Watuace. How much does that run a year? 

Mr. Osterman. Oh, it will run 3 or 4 thousand. 

Mr. Wautace. Three or four thousand ? 

The Cuamman. Mr. Osterman, if you have no further suggestions 
to volunteer, we appreciate your coming here and giving us the bene- 
fit of your experience and advice. Thank you very much. 

Mr. Osterman. Thank you, Senator. I appreciate being here with 
you if I could be of any help to you. 
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The Cuarrman. The next witness is Mr. Lester Kiick. Is he 
present ? 
Whereupon, Lester D. Kiick was duly sworn as a witness by the 
chairman, and was examined and testified as follows: 

The CHarrMAN. Please be seated. 


TESTIMONY OF LESTER D. KIICK 


Mr. Kiick, would you state for the record your name and address, 
your full name and address——— 

” Mr. Kuck. Lester D. Kiick—— 

The Cuamman. Wait just a moment. I'll let the photographers 
get through. You go ahead and take your pictures. 

Allright. Now, Mr. Kiick, you may proceed. 

Mr. Kuck. Lester D. Kiick, of 1945 South Lincoln, Springfield, 
Til. 

The Cuarrman. In what capacity did you first become connected 
with political activity ? 

Mr. Kick. Oh, gosh, I don’t know, sir. That’s been a long time 
ago. 

“The CHamMAN. Was it a long time ago? When? 

Mr. Kuck. Well, [don’t know. That was—I’m getting up in years 
and I just can’t tell you when I did. You mean when my first—I 
first started working for the State, you mean? 

The CHAIRMAN. Yes. 

Mr. Kuicx. Well, 1942. 

The Cuarrman. In 1942? 

Mr. Kuck. That’s right. 

The Cuarrman. What did you do prior to that time? Just very 
generally. 

Mr. Kuck. Well, I was—I farmed some, and I was in the real- 
estate-insurance business. 

- The Carman. Mr. Kiick 

Mr. Kuck. Farming most of my life, sir. 

The Cuamman. Farmer? 

Mr. Knox. Yes, sir. 

The Cuarrman. Mr. Kiick, when you talked to the committee staff 
on September 5, 1956, you read the following statement : 

I have never solicited, collected, or received funds from any bank or banks 
in the State of Illinois or elsewhere for any officeholder or candidate for of- 
fice in the State of Illinois. 

Do you still reaffirm that statement? 

Mr. Kuck. I do, sir. 

The CHarrman. When were you first employed by the State 
treasurer’s office ? 

Mr. Knick. In 1945. 

The Cuarrman. Who was State treasurer then ? 

Mr. Kricx. Conrad F. Becker. 

The Cuarmman. Was this when Mr. Becker first became State 
treasurer ? 

Mr. Knick. I think he’s only been State treasurer for one time; 
yes, sir. 

The Cuarrman. In what capacity were you hired by Mr. Becker? 
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Mr. Kiicx. Well, in the beginning I was started in as his executive 
secretary, and after about 4 months—it might have been 5—why he 
promoted me to administrative assistant. 

The Cuarrman. What were your duties as executive secretary? 

Mr. Knick. Well, I didn’t have any particular duties, sir. It was 
a new office, and we were trying to get organized, and it was setting 
up the filing system and things of that sort; just general work. _ 

The Cuairman. What were your duties as administrative assistant 
to Mr. Becker? 

ai Kuck. I had charge of the office in his absence. Mostly per- 
sonnel. 

The Cuarrman. In his absence were you, in effect, acting State 
treasurer ? 

Mr. Kurcs. No, sir. I wouldn’t say I went that far, sir; but I just 
took charge of the office and answered questions, things of that kind. 

The Cuatrman. How long did you remain administrative assistant 
to Mr. Becker? 

Mr. Kuck. Until he left office in January of 1947. 

The Cuamman. Who succeeded Mr. Becker as State treasurer? 

Mr. Knick. Mr. Rowe. 

The CuarrMan. Were you retained by Mr. Rowe? 

Mr. Kuick. Yes, sir. 

The Cuarrman. In what capacity? 

Mr. Knick. As chief collateral examiner. 

The Cuarrman. What were your duties in that connection? 

Mr. Kuck. Well, I had varied duties, sir, but most of the duties 
that I did was call on banks and attempt. to place State funds with 
— and talked to them about their collateral and things of that 
kind. 

The Cuarrman. Did you have any difficulty in persuading a bank to 
accept State deposits ? 

Mr. Kuck. Yes, sir; there was some. They weren’t very desirable 
at that time. A lot of banks wouldn’t—you see, the State of Illinois, 
as probably has been previously explained, requires that the State 
treasurer get collateral from each depositor, each—on each deposit— 
in the amount of 110 percent of the amount of the deposit. So if 
he got $100,000 he’d have to get $110,000. A lot of banks didn’t believe 
in collateralizing their deposits, nor did they believe in making the 
State of Lllinois preferred creditors. So there was a lot of them 
that wouldn’t even take the funds in those days. 

The Cuarrman. Mr. Wallace. 

Mr. Wauuace. Mr. Kiick—— 

Mr. Kuck. Yes, sir? 

Mr. Waxuace. Did you state that you, under State Treasurer Rich- 
ard Yates Rowe, Weald attempt to get State funds deposited at banks? 

Mr. Knick. Yes, sir; I did. 

Mr. Wauuace. And that banks were quite often reluctant to take 
these deposits ? 

Mr. Kuck. A lot of them wouldn’t take it at all; yes, sir. 

Mr. Wauiace. When was Mr. Rowe’s term? 1947 and 1948? 

Mr. Kuck. 1947 and 1948; yes, sir. 

Mr. Wa.ace. It’s very odd, because we have a letter dated October 
1, 1947, from Mr. Richard Yates Rowe to Mr. G. H. Pemberton, vice 
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president, Belmont National Bank, 3179 North Clark Street, Chicago 
14, Ill., which reads as follows: 


Dear Mr. PEMBERTON: Your proposal of September 13, 1947, for a deposit of 
State funds in the amount of $300,000 at one-half of 1 percent has been rejected, 
As indicated in our letter of September 12, 1947, we will draw on you for the 
balance in our account on October 15, 1947. 
Very truly yours, 
RicHarp Yates Rowe, 
State Treasurer. 


In other words, they wanted to draw out what was in this account. 

Then a letter was written back to Mr. Rowe, apparently signed 
by Mr. Pemberton—at least, the executive vice president of the bank— 
which goes on to say they’d like very much to keep that $300,000. I 
think I should read that. 


Dear Mr. Rowe: Needless to say, we were deeply disappointed to receive your 
letter of October 1 saying that our proposal for deposit of State funds in the 
amount of $300,000 at one-half of 1 percent had been rejected. 

In our original bid of three-eighths of 1 percent, we were guided by the in- 
formation regarding the 1946 bids as shown by the Illinois Bankers Association 
Bulletin; therefore, our original bid at this figure. Upon having the original 
application rejected, we again consulted the officials of the Illinois Bankers As- 
sociation, and it was their opinion that a bid of one-half of 1 percent would 
probably be accepted. 

We regret having to lose this deposit, inasmuch as this is a fairly new bank, and 
if it would be possible to revise our bid, we would be very glad to submit an 
offering of five-eighths of 1 percent if it is not too late. 


Mr. Kuck. Well, I can’t understand that, sir, because I called on a 
lot of banks. Now, that might have been—the banks I called on— 


might have called on them prior to that date, but I don’t remember—— 
Mr. Waxtace. You can understand our concern. 
Mr. Knics. That’s right; I can understand. 
Mr. Wa.iace. You were angio place these deposits, and here this 


bank was trying to get them. One of-the reasons it’s important is 
that the man who furnished this for us was Mr. Henry J. Beutel, 
who has stated that he actually paid money to officials or to persons 
in order to hold these State deposits and he gave this as evidence if he 
didn’t pay money he got no deposits, but after he started paying money 
he did get deposits. Do you have any comment on that? 

Mr. Knick. Well, I wouldn’t know Mr. Beutel if he came through 
that door there, as I told you before. I don’t recall having any com- 
munication or any conversation or anything with Mr. Beutel. 

Mr. Watuace. Well, at the moment I’m not questioning—— 

Mr. Kick. I understand. I understand your concern. 

Mr. Watxace. I’m trying to find out why you should have to try 

to sell deposits to banks m the apparently some banks are desperate 
trying to get deposits. 
_ Mr. Kuro. I don’t understand why that letter was written unless 
it was Mr, Rowe—of course, understand, I didn’t have the say on 
whether these deposits were made or not. Why Mr. Rowe wouldn’t 
give it to him I don’t know. But I might say this: That in 1947 the 
records will show that the State of Illinois sold $385 million worth of 
service recognition bonds, and we had that money to put out at interest 
and in banks, and—— 

Mr. Wauiace. Were any Government securities purchased with the 
proceeds? 
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Mr. Knick. Yes, quite a few of them, but I just couldn’t tell you how 
many. But I don’t recall that incident of—then I wouldn’t know Mr, 
Beutel if he came in here. 

The Cuarrman. Mr. Kiick, of the more than 900 banks in Illinois, 
how many of them did you visit in connection with your duties of per- 
suading them to accept public funds? 

Mr. Kuck. Altogether I imagine I called on five or six hundred. | 
just wouldn’t know. I didn’t keep records. 

The Cuarrman. As part of your official duty did you help examine 
applications from banks for State deposits ? 

Mr. Kuck. Yes, I did. 

The Cuarrman. In that connection did you have a hand in deter- 
mining at which banks State deposits would be made? 

Mr. Kuck. Well, I wouldn’t say that I had a hand in it. I would 
say this: That if I would see an application—they all came in there 
in August usually. I would say that I would probably put “reject” 
on a bid that the interest rate was too low, somatilnines of that kind. 

The Cuarrman. Do you recall whether at any time during Mr, 
Rowe’s administration applications for State deposits were received to 
a greater amount than State funds were available for deposit? 

Mr. Kuck. Well, it seems to me that there was, but [ couldn’t tell 
you for sure. It’s been some time ago and I didn’t keep the absolute 
record of that thing. 

The Cuamman. How did you determine which should be accepted 
and which rejected ? 

Mr. Kircx. Well, by the—the ones that I rejected would be on an 
interest basis probably or else maybe they bid for 10 percent more than 
we—we had a sort of a rule that we went by that we wouldn’t give a 
bank over 10 percent of their regular deposits in State funds. 

The Cuarrman. The preceding witness testified that his bank has 
about 20 percent. 

Mr. Kaicx. Well, I don’t know anything about that. Under Rowe 
you mean ! 

The Cuarrman. When you say 10 percent, do you mean just State 
or public deposits ? 

Mr. Kuck. Well, just the deposit—— 

The Cuarrman. State alone 

Mr. Kucs. The deposit that we had anything to do— 

The Cuarrman. I believe that’s right. Tis was 20 percent of public 
deposits, which included some county and things besides State. Your 
= is 10 percent of the State? 

Mr. Kuck. That’s right. 

The Carman. I mean the State should not be over 10 percent 
of the total deposits; is that right? 

Mr. Kuck. That’s right. 

The Carman. As I understand it, the request for increases in 
State deposits or for the opening of new State deposits would be re- 
ceived by the State treasurer’s office at times other than that set for 
the annual bids; is that correct? 

Mr. Kuck. Well, I think so; yes, sir. That’s the way I remember 
it. I’m sure that they asked for increases and sent in bids. As a mat- 
ter of fact, when I was working for Mr. Rowe I carried the applica- 
tions with me and I’d just leave them with the bank and they’d send 
them in. I called on—— 
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The CuarrMan. While you worked for Mr. Rowe is it fair to say 
you became well acquainted among bankers throughout the State? 

Mr. Kuck. I did, sir. I went to all of their group meetings and 
their conventions and everything. 

The CuarmrMan. When did Mr. Rowe’s term end ? 

Mr. Kuck. In January of 1947. 

The CuarmMan. I think that’s when he started. 

Mr. Kuk. That’s right. No,no. January 1949. 

The CHarrman. Who succeeded Mr. Rowe? 

Mr. Kuck. Mr, Ora Smith, 

The Carman. Were you retained in the position as chief col- 
lateral examiner when Mr. Smith took office ? 

Mr. Kuck. I kept that position for about 4 months I believe. 

The Cuamman. Did you perform the same official duties? 

Mr. Kuck, Well, no; I didn’t really solicit funds for Mr. Smith. 
We didn’t quite agree on the way to handle this sort of thing. So I 
really—all I did really for the bankers was to call on them and tell 
them that if they didn’t go see Mr. Smith, make some gesture toward 
him, that he was going to withdraw their deposits. 

The Cnarrman. Did you have anything to do with the inheritance 
tax section ? 

Mr. Kuck. Well, I was—I kind of helped—they had at that time 
when Mr.—they had a man by the name of Conrad that was very old, 
and I sort of helped Mr. Conrad with his books. He was let out after- 
ward by Mr. Smith. 

The CuamMan. Could you describe the circumstances surround- 
ing your leaving State Treasurer Smith? 

Mr. Kuck. Yes, sir, I can. I had been in Peoria and I called on 
the banks over there and told them Mr. Smith had told me they hadn’t 
been in, so I told them that unless they went down there and made 
some sort of gesture, at least got acquainted with him—he didn’t 
know them and they didn’t know him—that he was going to withdraw 
their deposits. And I checked the record in the treasurer’s office, and 
that’s what he did finally. 

One of the bankers over there—I’ve forgotten just which—at least 
so Smith told me—I never did see the man—he never did complain to 
me—but Smith told me that he complained and that he couldn’t keep 
me any longer. 

It’s a peculiar thing that this one man would complain when none 
of the other bankers—and I called on quite a few of them and told 
them the same story, and the records show that Mr. Smith actually 
did call some of the deposits of these banks, and he did it all over the 
State, not only there. And he and I disagreed on the way that these 
funds should be distributed in that I thought that we should con- 
tinue to—the policy should be continued in the manner that Mr, Rowe 
had set up and putting it out with a lot of smaller banks, But Mr. 
Smith apparently according to—the record shows that he would 
rather have it in the larger banks and, as a matter of fact, I think 
there were some $80 million in the 2 Chicago banks without interest, 
7 ee he had withdrawn from these banks all over the State other 

nds, 

If you care to, I'll read you: On December 3, 1947, and until October 
17, 1949, the Commercial National Bank at Peoria had a million dol- 
lars. On October 17, 1949, Mr. Smith withdrew $500,000. And the 
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First National Bank—and incidentally it might be well to read you 
what our paper at least said about Mr. Smith’s testimony. I’m not 
trying to take anybody’s testimony apart. I’m trying to defend my- 
self is all, because I have got in this thing involuntarily. And Me 
Smith testified before this committee according to this paper that the 
Peoria bank had $2,265,000 State funds December 31, 1948—Smith 
said—and $1,964,000 a year later. The Kiick incident he said had no 
bearing on the decrease in deposit holdings. 

Now, that was—Mr. Smith had a right to take that money out if he 
wanted to. That was his business and it was none of mine. We 
disa onit. But here’s what the record shows as far as that First 
National Bank that he quotes is concerned : 

The First National Bank in 1947 had $1,250,000. On October 17, 
1949, they had $500,000. He withdrew $750,000 from that bank. 
And they never did have the amounts that he said. None of those 
amounts were correct. 

And the same thing is true about Mr. Beutel’s testimony about his 
bank. He said something about the State Bank of Elmwood Park 
having $700,000, and the record in the treasurer’s office don’t substan- 
tiate that, sir. 

As a matter of fact, I don’t hardly think this is true, but I did check 
the treasurer’s office too on that State Bank of Elmwood Park, and 
here’s what they told me, and they said they found a letter to show 
this wastrue. I thought he had one before that probably. But entries 
made for the State Bank of Elmwood Park in the treasurer’s office: 
First shown on the treasurer’s record in the archives July of 1949, 
$800,000. That’s when he got the money. 

The Cuarman. The first time? 

Mr. Kuck. That’s what their records show. That’s what they told 
me down there Tuesday morning. I thought possibly it was—because 
I remember as I told you, Mr. Wallace—I think I told you when 
you were down there before that I remembered or seemed to remember 
two Beutels. And I wouldn’t know either one of them if they walked 
in here now. But I don’t know I met him unless I met him at a group 
meeting or unless I called at the bank, and I don’t remember calling 
on his bank. 

The CHarrman. Are you aware of Mr. Smith’s statement that he 
dismissed you because you made unauthorized solicitation on his behalf 
on someone connected with the First National Bank of Peoria? 

Mr. Kuck. Well, I saw that in the paper is all. 

The Cuatrman. Did you visit any banker in Peoria ? 

Mr. Kuck. I think I called on all the banks in Peoria; yes, sir. 

The Cuamman. Did you tell any banker in Peoria that if he wanted 
to protect his bank’s State deposits he had better help out State Treas- 
urer Smith and make a contribution ? 

Mr. Kurcr. No; I didn’t say that, sir. I never approach any banker 
with that sort of approach, sir. I did say this—and I have called on 
quite a few of them and I couldn’t tell you how many I did call on— 
but I did tell them that unless they at least met him—now, some of 
the bankers as I understand it—I don’t know, but as I understand 
it some of the bankers took their Democratic Representative down 
there and got the thing straightened out. Some of them made—I 
heard at least that some of them made contributions. I think Mr. 
Smith testified himself. 
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The Cuarrman. I didn’t quite understand. What did you say to 
the bankers? : ‘ , 

Mr. Kuck. I told them if they didn’t get down there, meet him, 
and make some gesture as to trying to save their deposits they’d lose it, 
that that was his attitude. He was going to withdraw it. 

The Cuatrman. The gesture, the acceptable gesture, would that be 
a contribution ? i 

Mr. Kuck. Well, there were several ways as I said. They could 
take their—they took their Representatives down there. I think some 
of them just went down to talk to him about something. I don’t know. 
That part of the thing didn’t mean anything tome. _ 

The Cuamman. Did you tell any bankers that this was customary 
and had been going on a long time? 

Mr. Kurcx. I don’t know I did. 

The CuarrMan. It had been, hadn’t it? 

Mr. Kick. Well, no, it hadn’t. Not to my knowledge. We 
didn’t—I don’t think you'll find that the—I didn’t know ae pe 5 
about any withdrawals because of noncontributions in the Rowe ad- 
ministration. 

The Cuatrman. Did you know of any contributions because of 
deposits ? 

Mr. Kuck. No, I didn’t. I didn’t approach them on that basis, 
sir. I'll tell you what I did, give you sort of an explanation. I'd 
go to—for instance, I went to Joliet and then I stayed at the Louis 
Joliet Hotel and I called on every bank in Will County. Then I 
went to Aurora and from Aurora T worked all the banks in Kane 
County. I worked all the banks in Kendall County and all the banks 
in Grundy County. 

The Cuarmrman. When you say “worked them,” just what do you 
mean ¢ 

Mr. Kier. Just call on them. 

The Cuarmrman. What did you say to them? 

Mr. Kricx. I'd go in to a banker and I’d say our record—if they 
didn’t have anything I’d say, “Our records indicate that you’ve never 
been in for State funds. We hope it’s not because of some objection 
you might have to the way the treasurer’s office is being run. Do you 
have any suggestions ?” 

That was generally the line of approach. 

And if they did have, “Is everything going to suit you?” 

I’m not a fund raiser. I never was.a fund raiser, Mr. Senator. I 
don’t know how I got into this thing. Really if I was—got credit or 
if I took in all the money that I’m supposed to have collected and all 
that sort of thing, why I think that when Mr. Stratton was elected 
Governor I think I’d have gotten a better job than just being a clerk. 
I'd be a director or something. 

The Cuarrman. Mr. Wallace wanted to ask you something. 

Mr. Wauace. Mr. Kiick, as I recall, when we were discussing 
these Peoria bankers, I think Mr. Harsch that Mr. Smith mentioned, 
you stated that you talked to them or talked:to him and other bankers 
also and pointed out that if they wanted to keep their State deposits 
they should make some gesture toward Mr. Smith or the State treas- 
urer. Technically, this may not be a solicitation of funds and you 
stated categorically and you reaffirmed it under oath now that you 
have never solicited money from bank or banks. 
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Mr. Kucx. That’s right. 

Mr. Wat.ace. But did it ever occur to you that when you make 
this type of an approach to a banker, not a bank but a banker, that 
this may be interpreted that they’d better make a contribution? You 
would have no responsibility because you didn’t directly solicit money, 
but you did point out that perhaps a gesture should be made, if they 
wanted to keep these State deposits they’d better make some sort of 
gesture. This could be interpreted as a solicitation. 

a Kuck. I can understand how it might be, and I think that it 
did—as I stated before, I think it did result in contributions being 
cai And I’m not sure but what that might have been mentioned— 
said, “Well, that might do,” or something of that kind. But I never 
have—never have solicited funds in that respect, in that way. 

Mr. Wauiace. All I was trying to point out is that while you do 
not feel that you solicited funds, isn’t it possible—— 

Mr. Kuck. Isn’t it strange, though, that of all the people that I 
galled on, Mr. Wallace, that that was the only man that took it that 
way? 

Mr. Wattace. Who was the only man? 

Mr. Kuck. Well, he—this man in Peoria was the only one that 
brought up the point. 

Mr. Wa.tace. In Peoria? Oh. 

Mr. Kuck. That brough it up. Nobody else sleieeeh to object. No- 
body else seemed to think I was trying to put the heat on them. At 
least, if they did they never told me. 

Mr. Wautace. Do you know Mr, Pemberton? 

Mr. Kuox. Who? 

Mr. Wautace. Of the Belmont National Bank? 

Mr. Kuck. No, sir; I don’t. 

Mr. Wautuace. Did you know any of the personnel at the Belmont 
or Elmwood or West Irving Banks—any personnel there? 

Mr. Knick. I don’t think so. 

Mr. Waxiace. You don’t think so? 

Mr. Kick. I don’t think I did. I don’t remember any, anyway. 

Mr. Wa.uace. You don’t recall? 

Mr. Kuck. No; I don’t recall any; no, sir. 

The Cuatrman. Mr. Kiick, what are you doing now? You said 
you’d have a better job if you collected all that money. What. are you 
doing now? 

’ Mr. Kuck. I’m assistant secretary of the Illinois Commerce Com- 
mission. 

The Cuatrrman. Of what? 

Mr. Kuck. Assistant secretary to the Illinois Commerce Commis- 
sion. 

The CHarrman. Commerce commission ? 

Mr. Kuck. That’s right. 

The Cuarrman. Is that an appointive job? 

Mr. Kuck. Yes, sir. 

The Crarrman. By the Governor? 

. Mr. Kucx. Yes, sir. Well, the Governor appointed me, Mr. Sena- 
tor, when he was—when I changed out of Hoffman’s employ. He 
appointed me over there to the department of public works and build- 
angs as chief clerk of the division of motor carriers. And it’s nothing 
like a job—— 
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The Cuarrman. Isn’t your job a good job? 

Mr. Kuck. Pretty fair. Id like to keep it. But it’s not near as 
good as I would have probably rated if I had done the things that 
they seem to think that I’ve done. 

The Cuatrman. After you left Mr. Smith, the treasurer’s office 
under Mr. Smith, when did you again become employed by the State 
treasurer ¢ 

Mr. Kuck. In 1951, 

The Cuarrman. Who hired you then? 

Mr. Kuck. Mr. Stratton. 

The Cuarrman. And for what position were you then hired? 

Mr. Kuck. Chief securities clerk. 

The CHamman. What were your official duties in that capacity? 

Mr. Kuck. Well, that’s quite an involved job. That’s—however, 
there’s about 6—I guess 5 or 6, maybe 7 jobs that outrank it. But 
the chief securities clerk receipts for and sends out the securities that 
are placed with the custody of the State treasurer. 

For instance, all of the—what do they call them ?—diversified— 
what do they call that outfit !—anyway, all their mortgages are placed 
there as collateral for the business they do in Illinois. And then all 
of the State employment system, the retirement system, and the teach- 
ers’ retirement system purchase their bonds, and they put them in 
custody with the State treasurer. And the chief securities clerk has 
to see that the coupons are cut each coupon-paying date and for- 
warded to the banks or the place where they are supposed to be 
sent. 

The Carman. As part of your duties with State Treasurer Strat- 


ton did you help review apolod-ins for State deposits? 


Mr. Kuck. I did the first time I think because they were a little 
short of help, but I didn’t——— 

The Cuarrman. What function did you perform in that connection ? 

Mr. Kucx. Just made the notations on the big sheet. 

The Cuarrman. To whom did you report as a result of your work 
on these applications ? 

Mr. Kuck. I didn’t make any report, sir. I just made the notations 
on the sheet and then just go back to my desk. 

The Cuarrman. Who got the notation? 

Mr. Knick. Oh, the treasurer. 

The CHarman. The treasurer ? 

Mr. Kuen. That’s right. 

The Cuarrman. That was Mr. Stratton? 

Mr. Kuck. That’s right, and the chief revenue clerk. 

The CHamman, In those notations did the notation indicate to 
which banks the deposits should be directed ? 

Mr. Kurox. No, sir. 

The Cuarmman. What did the notations indicate? 

Mr. Kuck. The notations—they made a t big sheet with all 
the names of the banks on there in the State of Illinois, and then when 
the bids come in they were transcribed from the—or transposed from 
the bid over to this big sheet. 

For instance, it would be the Rock Island Bank & Trust Co., and 
then it said—— 

The Cuamman. When you say “bid,” you don’t mean that there 
is any real bidding for these funds? 

83551—56—pt. 244 
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Mr. Kuck. Definitely the State law requires that the first or 
second Monday in August of each year—I have forgotten which it 
1s----- 

The Cuarrman. But it’s never over 1 percent, is it? 

Mr. Kick. Well, they can’t now. understand that the FDIC 
has said they can’t pay over 1 percent, but I don’t know. 

The Cuarrman. The Federal Reserve Board. But you don’t want 
to leave the impression that they’re standing bidding for these. It’s 
a set amount. 

Mr. Kiics. I’m talking about back when I was there they were 
bidding. 

The Cuamman. What did they bid? Did they bid 3 percent? 

Mr. Kuck. No, sir. 

The CuHatrMan. What did they bid? 

Mr. Knick. They bid—some bid from a quarter of 1 percent up to 
1 percent. 

The Cuarrman. I mean 1 percent was about the top; wasn’t it! 

Mr. Kick. Yes, sir. 

The CHarrMan. There wasn’t a great deal of latitude in the bids? 

Mr. Kricx. Oh, you—Mr. Senator, there was though. There were 
just a lot of bids turned down because they didn’t bid enough. 

The Cuarmman. The letter we just read pointed out they consulted 
with the other bankers and everybody was bidding three-eighths 
of 1 percent so they bid three-eighths. That wouldn’t be normally 
very hot bidding, would it? 


Mr. Kuicx. Well 
The CHatrrman. Everybody paid the same; didn’t they? 


Mr. Kuck. Well, they had a sort of a going rate. 

The Cuatrman. Yes. 

Mr. Kuck. No; they didn’t all pay the same, sir. 

The Cuarrman. Well, I 

Mr. Kuck. Some of them paid more, and I'll tell you why they paid 
more. 

The Cuarrman. It’s not important except that you leave the im- 
pression that they were out bidding like people bid for a contract 
to build a building when there’s real competition. It wasnt? that kind 
of situation. 

Mr. Kuck. Well, it wasn’t that competitive ; no, sir. 

The Cuarrman. A lot of these deposits were interest free, they were 
demand deposits and there’s no interest at all paid on them; is that not 
right ¢ 

Mr. Kuck. That’s right. 

The Cuamman. How did you determine which bank got the de- 
mand deposits ? 


= Kuck. I don’t know, sir. I didn’t have anything to do with 
that. 

The Cuamman. Did you ever make any suggestions to Mr. Stratton 
as to which bank should receive deposits? 

Mr. Kiicx. No, sir. 

The Cuarrman. You didn’t? 

Mr. Kuck. Not that I recall. 

The Cuamman. During that period did you recommend any speci- 
fic amount for any given State deposit ? 

Mr. Kuck. Not that I recall, sir. 
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The Cuamrman. You would recall it if you—— 
Mr. Kuck. I think I would. I think I would. 

The CuamrMAn. Were any of your recommendations or suggestions 
to Mr. Stratton in this connection adopted by Mr. Stratton? 

Mr. Knick. I wouldn’t know about that, because I wasn’t in that 
division, sir. I don’t know what the bank setup was. I have never, 
whatsoever, to do with bank deposits after—except that one time of 
helping transpose those amounts over to the big sheet. I was at the 
chief securities desk, and I had all I could do on that desk. 

The Cuarrman. Did you have access to the information as to which 
banks contained State deposits and which did not? 

Mr. Kiicx. Did I have access to it? 

The CuHarrman. Yes. You could determine that? 

Mr. Kuicx. Oh, I could have. The list was there, yes, sir. It 
was right in the desk next to me—was the man who worked the bank 
interest. 

The Cuarrman. After Mr. Stratton was elected governor, did you 
retain your position as chief securities clerk in the office of the State 
treasurer? 

Mr. Kuck. I did for about a month and a half. 

The CuarrmMan. Who succeeded you? 

Mr. Kricx. Who succeeded me on the desk? 

The CuarmMan. Yes. 

Mr. Kuck. I don’t remember. If I really knew, I don’t remember. 

The Cuamman. Who succeeded Mr. Stratton as State treasurer? 

Mr. Krick. Elmer Hoffman. 

The Cuatrman. And then what happened to you after that? 

Mr. Knick. Well, I stayed with Mr. Hoffman until February 15, 
1953; and then Mr. Stratton appointed me to a little better job than 
the chief securities clerk—as chief clerk of the division of motor 
carriers of the department of public works and buildings. 

The Cuamman. Do you know Mr. Henry Beutel? 

Mr. Kuck. No, sir; I do not. 

The Cuamman. Did you ever receive any contributions or pledges 
from Mr. Beutel of any contribution ? 

Mr. Kuck. No, sir; I did not. 

Mr. Watuace. Do you know Mr. Ray Osterman? 

Mr. Kick. Oh, yes. 

Mr. Wattace. Did you work with him any in the latter part of 1951 
and early 1952? 

Mr. Kuck. Mr, Wallace, I didn’t do any soliciting of any descrip- 
tion in 1951-52. 

Mr. Wauuace. The reason I ask, Mr. Kiick, is this: Mr. Osterman 
collected some fairly substantial cash amounts; he didn’t know where 
they came from. I was just wondering if possibly some bankers 
might have been approached with the idea:that they should make some 
gesture and they thought maybe that was the gesture that they should 
make. But you wouldn’t know about that? 

Mr. Kricx. No, sir. 

Mr. Wautace. Because you didn’t do the direct soliciting? 

Mr. Kick. No, sir, not in 1951 or 1952. 

Mr. Wattace. You suggested the gesture. 

The Carman. Mr. Kiick, did any banker ever approach you ask- 
ing your assistance in obtaining public funds? 
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Mr. Kuck. Not that I recall. They could have though. I am not 
sure about that. I wouldn’t say for sure if they have or haven’t. 

Mr. Waxxace. It would have been logical for them 

Mr. Kuck. While I was with Mr. Rowe, yes, but not after that. 

The Ouairman. They haven’t approached you for that purpose in 
the last 3 or 4 years? 

Mr. Kuck. Not that I know of, sir. 

The Cuamman. Mr. Kiick, do you have any contribution you'd like 
to make to this hearing? That’s all the questions I have to ask you. 

Mr. Kuck. Well, I have always thought that it was a mistake to 
keep all of that unemployment trust fund money down in Washing- 
ton, Mr. Senator. I think there’s—I think at one time it was over 
$700 million. I’m not sure. It’s around 400,000, isn’t it, 450,000? I 
heard somebody say that. I’m notsure. But that money—that money 
is in Washington, and if the State of Illinois had it and could put it out 
at interest in their own behalf it would help the State. 

And I do think this, too: That possibly there isn’t quite enough con- 
trol over some of things—as not particularly the treasurer’s office 
but possibly all the laws might have a little—some loopholes. 

The CuatrMAN. Thank you very much, Mr. Kiick. 

The committee will stand in recess until 9:30 tomorrow morning, 
when the first witness will be Mr. Warren Wright, then Mr. Charles 
Fleck and Mr. Joseph Kovac. 

(Whereupon, at 5:05 p. m., the committee recessed, to reconvene 
at 9:30 a. m., Friday, October 19, 1956.) 
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FRIDAY, OCTOBER 19, 1956 


Untrep Srates Senate, 
CoMMITTEE ON BANKING AND CURRENCY, 
Chicago, Ill. 

The committee met, pursuant to recess, in room 209, Federal Court 
Building, at 9:50 a. m., Senator J. W. Fulbright (chairman of the 
committee) resiing: 

Present: Senator Fulbright. 

Also present: Robert A. Wallace, staff director; Matthew Hale 
counsel; J. H. Yingling, chief clerk; and James B. Cash, Jr., staff 
member. 

The Cuamman. Will the committee come to order. 

Mr. Marshal, will you bring in Mr. Warren Wright, please? 

Mr. Wright, will you be sworn ? 

Whereupon Warren E. Wright was duly sworn as a witness by the 
chairman, and was examined and testified as follows: 


TESTIMONY OF WARREN E. WRIGHT, ACCOMPANIED BY 
EUGENE T. DEVITT, HIS ATTORNEY 


The Cuamman,. Will you be seated, please? 

Mr. Reporter, I wish to put in the record at this point a letter from 
Mr. John S. Duncan, president of La Salle State Bank, addressed 
to Mr. Wallace, which pertains to a matter that we had yesterday. 

(The letter referred to follows:) 


La Satre State Bank, 
La Saile, Iil., October 17, 1956. 
Mr. Rowert A. WALLACE, 
Committee Chief of Staff, Senate Banking and Currency Committee, 
Chicago, Ill. 

Dear Mr. WALLACE: With reference to our telephone conversation of October 
16 regarding testimony given at your committee hearing, October 16, 1956, by 
Mr. Elmer Hoffman, past treasurer of the State of Illinois, in which he indicated 
that the La Salle State Bank, La Salle, Ill, may have had State of Illinois 
funds on deposit, for your committee records these are the correct facts and 
figures. 

On December 31, 1952, our deposits were $11,541,483.14 which included deposits 
of local school districts, city of La Salle, La Salle Township, and La Salle 
County, totaling $359,011.19. 

On December 31, 1953, our deposits were $12,404,481.66 which included deposits 
of local school districts, city of La Salle, La Salle Township, and La Salle 
County, totaling $1,114,454.72. This increase in local deposits was breught about 
by the fact that the city of La Salle sold a bond issue which was to be used 
for waterworks improvements and proceeds of said bond sale were deposited 
in our bank on December 14, 1953, in the amount of $840,231.75; as of December 
31, 1953, at the time of our call statement, the deposit in that particular account 
was $838,210.61; said sum being included in the total of $1,114,454.72. Shortly 
thereafter, on January 7, 1954, the city treasurer invested $510,765 63 of this 
deposit ins United State Government securities maturing within 6 months. 
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As you can readily see from the above facts, this increase was brought, about 
by proceeds of a bond sale by the city of La Salle, IIL. 

As a matter of information and policy, the La Salle State Bank, La Salle, Ii, 
at no time, has ever had State of Illinois funds on deposit nor has it ever bid 
for funds nor asked anyone to obtain funds for deposit with it. We only have 
funds of the local municipalities within the county on deposit. 


We would appreciate having this read into the committee record so that it 
may be understood correctly. 


As a point of information, if it is possible, we would appreciate having you 
let us know why we were the one bank selected from a total of 19 banks in 
La Salle County for analysis by your committee. 


We are always giad to cooperate with any banking committee which will 

bring about good practices in banking. 
Yours sincerely, 
Joun 8. Duncan, President. 

The Cuarrman, Mr. Wright, will you please give us your full name 
and so on for the record ? 

Mr. Wricut.. My name is Warren E. Wright. I’m the State treas- 
urer of Illinois, Senator. And my home is and always will be in the 
little town of Murrayville in Morgan County. That is a great me- 
tropolis of 400 people, bounded on the north by Buckhorn, on the west 
by Buggers Creek, on the south by Greasy Prairie, and on the east by 
Monkey Ridge. 

The CHarrMan. Who is it that accompanies you, Mr. Wright? 

Mr. Devrrr. My name is Eugene T. Devitt. 

Senator, may I make just a short statement? I'd like to have the 
record show that Mr. Wright has already testified before the Cook 
County grand jury and has testified I believe twice in executive ses- 
sion. I would also like to ask if atthe termination of your interro- 
gatian of Mr. Wright in the event that any question might need ampli- 
fication or clarification I may have the privilege of addressing such 
questions to Mr. Wright. 

The Cuarrman. Yes. I didn’t get your name, sir. 

Mr. Devrrr. Devitt—D-e-v-i-t-t. 

The Cuatrman. You are an attorney? 

Mr. Devitt. Yes, sir; I am the attorney for Mr. Wright. 

The CuarrmMan. Yes; you may clarify any question that comes up. 
We'll be glad to have your assistance during the course of the interro- 
gation if you wish to offer it. 

Mr. Devirr. Thank you. 

The Cuarrman. Mr. Wright, as State treasurer do you decide what 
banks should receive State deposits? 

Mr. Wricnt. Under the law, Senator, the law says that the State 
treasurer shall seek to have at least 20 depositories in the State. 

The Cuamman. At least 20? 

Mr. Wricnut. Yes, sir. 

The Crarrman. On what basis do you make the determination as 
to which banks are to receive deposite# 

Mr. Wrieur. Senator, for many years that has been a sort of a 
followup process. I know when I came in various banks had deposits, 
and I continued about in the same line, Senator Fulbright. 

The Cuatrman. Are there two classifications? Time deposits and 
demand deposits? 

Mr. Wricur. That’s right; yes, sir. 

The CHarrman. Do the demand deposits receive no interest? 

Mr. Wricut. Do they what? 
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The Cuarrman. There is no interest paid to the State on demand 
deposits ¢ : 

Mr. Wricut. That’s right, Senator. 

The Cuamman. How much is paid on time deposits? 

Mr. Wricut. It’s necessary for us to keep a great amount on demand 
deposit because we might have to call for it at any time. That’s been 
the custom over the years, and we doit. And on time deposit I think we 
have something in the neighborhood at the moment of $180 million. 

The CuarrMAn. How much interest is collected on the time deposits? 

Mr. Wricut. Senator, we get 1 percent on time deposits. Before I 
forget it may I refer to a letter that was addressed to you a few days 
ago, on October 10, 1956, since this is in the category. When I an- 
swered your letter inviting me here today, I said: 


Reviewing briefly, a part of the subject matter covered at the time I appeared 
before Mr. Wallace and Mr. Hale were these two recommendations for the com- 
mittee to present to the Congress: 

1. Amend section 3 of the supplement to regulation Q of the Federal Reserve 
Act to permit member banks to pay more than the 1 percent interest limit on the 
moneys deposited by the State treasurer in Illinois banks. Such deposits are 
on a time deposit open account basis with 30-days notice in writing required for 
withdrawal of such deposits in whole or in part. 

In today’s money market I am certain a majority of the banks would offer a 
higher rate in their bidding for State funds, were it not for the limiting pro- 
vision in regulation Q. We feel the people of Illinois, in these times, are entitled 
to a greater return on State funds than that now permitted. 

2. Amend Federal act requiring State treasurer to deposit in the unemploy- 
ment trust fund in Washington, D. C., moneys paid by Illinois employers under 
the Unemployment Compensation Act. At present there is on deposit in their 
trust fund to the credit of the State of Illinois approximately $450 million. 

Were the above funds available for placing in banking institutions of Illinois, I 
feel it would go a long way toward assisting the banks to be of greater help in 
their communities, especially those areas in need of changing the makeup of 
their community because of factors affecting their industries. 

I hope, Senator, these recommendations are received and used in the spirit in 
which they are intended. 

The Cuamman. We’re very glad to have the recommendations. 

You have $180 million on time deposits, roughly? That’s at 1 
percent ? 

Mr. Wrient. Yes. 

The Cuatrman. How much on demand? 

Mr. Wrieut. May I refer to the chief revenue clerk for a correct 
answer to that, Senator? He’s here with me. 

The Cuamman. It’s all right, although I don’t want it to the penny. 
I want it within a round number. I just want to know an estimate. 
You know about how much; don’t you! It’s quite all right to do it. 

Mr. Wrieut. I depend upon a lot of help in my office—and com- 
petent help. If I may ask the chief revenue clerk—— 

The Cuarrman, All right. 

Mr. Wrieur. I imagine it’s in the region of $55 million. We usu- 
ally try to keep—— 

The Cuamman. I understand your attorney did consult him. 

Mr. Devirr. Yes. It’s $55 million, Mr. Chairman. 

The CuarrMan. It is $55 million? On the deposit of those funds, 
Mr. Wright, coming back to my original question, how do you deter- 
mine which bank is to receive the demand deposits, for example? 

Mr. Wricur. Again, Senator, let me say that we almost follow a 
pattern that is set by our predecessor except in some cases we may 
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add to them or we may take away from some. It’s according to 
the. 

The Cuarmman. That’s what I want to know. What causes you 
to increase or take away those deposits? What considerations? 

Mr. Wricnr. It’s largely determined upon the money that we have 
on hand, Senator. Now, it’s been our custom particularly in time- 
deposit money to let the banks have exactly what they ask for as near 
as we can, and that’s largely true with the demand money if we 
have it. 

The Cuarrman. Am I to understand you are testifying that this 
is an automatic formula, that it just gos in and out of these banks 
without your exercising any discretion ? 

Mr. Wricur. Well, I exercise the discretion that I have under the 
law, Senator. It’s purely up to the State treasurer. 

The Cuamman. That’s what I’m trying to develop for the record 
and trying to understand. What is it that guides you when the deci- 
sion comes? If you have $10 million, where do you put it? How do 
you decide that ¢ 

Mr. Wrierr. Believe me, those banks will be after you. You'll 
know where to put it in a hurry if you’ve got it. 

The Cuarrman. If 10 banks apply for it, how do you decide which 
one is to get it ? 

Mr. Wricur. Again, Senator, I have tried to say we follow a pat- 
tern. That’s the way—I have the record all here I believe, and it 
usually follows a pretty close pattern. 

The Cuarrman. You wouldn’t agree with one of our previous wit- 
nesses that these decisions are based upon friendship for particular 
bankers ¢ 

Mr. Wricur. I might do that once in a while; yes. 

The Cuamman. That’s all I want. Just tell us the actual facts. 

Mr. Wricut. Yes; I probably would do that. 

The Caarrman. All right. n’t be too reluctant to say so. We'll 
get on much faster. ‘ 

Mr. Wricnr. All right, sir. 

The Cuarrman. If you will just say why you—— 

Mr. Wricurt. I think, Senator, that I did state that. I think Mr. 
Wallace will back me up in that. I said that in the two previous hear- 
ings. 

The Carman. I see no reason why you shouldn’t say it very 
openly and frankly here. 

Mr. Wricur. I don’t want to appear too smart, Senator. That’s 
all. Ijust want to try to goalong—— 

The Cuairman. Why don’t you want to appear smart ? 

Mr. Wricur. I just want to tell you the plain, honest truth about it. 

The Cuarrman. That’s what we are seeking. 

Mr. Wricur. That’s what I have sworn to do. 5 ap 

The Carman. Have you ever had any association with Illinois 
banks either as an organizer, owner, or officer ? L 

Mr. Wricut. Senator, I have been more or less connected with the 
banks of Illinois since 1930, when I first became a candidate for State 
treasurer, and naturally I met lots of bankers in that attempt. I was 
a young man without money or organization. 

The Cuarmman. Let’s be more specific. In which bank are you an 
owner, if any ? 
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Mr. Wrieut. I’m not an owner at any time. 
The Cuamman. That’s what Lasked-you. Of-which bank are you 
an officer ¢ 

Mr. Wriaut. None. Following World War II, when I returned 
home—— 

The Carman. Which bank or any banks have you organized? 

Mr. Wricut. I helped organize, was the principal organizer of the 
Michigan Avenue National Bank at 30 North Michigan. 

The CuarrMan. Tell usa little about that. 

Mr. Wrieur. In Chicago. 

The CHarRMAN. Were you a stockholder ? 

Mr. Wricut. I wasa stockholder. 

The Carman. When did this happen? 

Mr. Wricut. That was in 1945 and 1946. I organized that bank, 
Senator, while I was sick on a bed over in the Bismarck Hotel, largely 
over the telephone, and I became a director and a vice president. 

The CuarrMan. Are you still a director and vice president ? 

Mr. Wricur. No, sir; I am not. I resigned in 1948 when I again 
entered politics. 

The Cuarrman. Am I to understand that when you were organizing 
that bank you were not State treasurer ¢ 

Mr. Wricur. No, sir; I was not. 

The Cuarrman. Do you think it was proper for you as treasurer to 
hold stock in any bank ? 

Mr. Wricut. After I became treasurer ? 

The CHarrMan. Yes. 

Mr. Wrieur. I sold my stock before I was elected the second time, 
Senator. 

The Cuamman. That’s what I understood. I’m merely trying to 
make the record. Did you sell it because you think it’s improper to 
hold stock as State treasurer ? 

Mr. Wricut. Yes; certainly. 

The Cuarrman. That’s all I wanted to know. 

Mr. Wricur. I’m a little hard of hearing, Senator. 

The Cuatrman. I didn’t know that. 

Mr. Wricutr. Iam. Pardon me. 

The Cuarrman. I'll be glad to speak up. 

aa you keep your time deposits in 90-day Treasury bills if you 
wishe 

Mr. Wricur. Yes, and we do have approximately 50 or 60 million 
dollars at the present time in United States Treasury bills. And in 
that connection I might say to you, Senator, that when I was elected 
State treasurer in 1940 that I was the first State treasurer that ever 
took advantage of a 77-year-old law giving the State treasurer the 
permission with the consent of the Governor to invest so-called sur- 
pluses in United States securities; 91-day Treasury bills at that time 
was all that we could purchase. 

The Caamman. How much interest do Treasury bills earn today ? 

Mr. Wricur. They’re up pretty good today, Senator. They’re up 
around 2 percent I guess now. 

The Cuarrman. Two percent? 

Mr. Wricur. Yes; I imagine they’re pretty close to 2. 

The Carman. Shouldn’t you therefor fac as much money in- 
vested in Treasury bills as you can? 
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Mr. Wricut. Not necessarily, because the market is liable to go 
down, which it has, and you’d lose money. 

The Cuatrman. However, the Treasury bills are salable immedi- 
ately. You don’t have to wait even 30 days to get your money; do 

you ¢ 

Mr. Wricut. No, but again you might forfeit your interest, Senator. 

The Cuarrman. Mr. Wright, did you ever use your position as State 
treasurer to obtain campaign contributions from banks? 

Mr. Wricut. No: I’m sure that I did not. 

The Cuatrman. Were banks or bankers solicited for contributions 
to your campaign or to the campaign of your party ? 

Mr. Wricut. Bankers, yes, were. Not bonis assuch. AsTI started 
to say a little while ago, Senator, because I have run several times for 
State treasurer, I called on banks and bankers. I made many friends 
among them, and many of them followed me. Many of them gave me 
a small financial contribution and stayed with me for a period of 10 
years. It took me 10 years to win for State treasurer, and I believe in 
that time that I became acquainted with more bankers and call them 
probably by first name and they me by first name probably more than 
any man in Illinois. 

The CHarrman. Then the answer to my question is “Yes’”—that 
bankers have been solicited for contributions? Is that right? 

Mr. Wrient. Yes. Not bankers. Friends of mine in banks. You 
can call them as you wish, Senator. 

The Cxamman. That’s all right. You can put it that way. 
They’re friends of yours who are bankers? 

Mr. Wricur. That’s right. And I don’t think they should be ex- 
cluded any more than doctors or dentists or anybody else. 

The Cuarrman. I didn’t say they should. I’m merely asking you 
to make the record. 

Mr. Wricut. Well, that’s what I wanted—— 

The CHairman. Who handled the finances in your recent campaign 
in the primary for Governor? 

Mr. Wricut. What was the question, sir? 

The Cuairman. Who handled the finances in your recent campaign 
in the primary for Governor? 

Mr. Wricut. Joe Kovac, a certified public accountant here in 
Chicago. 

The Carman. Did he report regularly to you concerning the 
persons who were making contributions ? 

Mr. Wricut. He didn’t report to me at all, because I didn’t 
have time, Senator. I was going pretty fast trying to be elected. 

The CHarrman. Do you know what Mr. Kovac did by way of 
soliciting contributions ¢ 

Mr. Wricur. I gave him a list of names, private business and some 
friends of mine connected with the banking institutions, and a long 
list of people that he might call in an effort to get some help. 

The Cuamman. Was there a fund-raising drive sponsored > One 
Million Friends for Warren Wright on March 24, 1955 ? 

Mr. Wricutr. We sent out a blanket letter, Senator, to a lot of 
people asking them for as much as a dollar, whatever they might want 
to give. 

The Cuarrman. Was that a birthday party ? 

Mr. Wrieut. It certainly was. 
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The Cuarrman. What was the purpose of the money? What were 
you «oing to do with the money ¢ 

“ Mr. Wricut. Senator, some friends of mine conceived that idea, 

and they—from the proceeds of that dinner they purchased a trailer 

and a Buick car and a jeep, and they fitted that up as a replica of the 

State treasurer’s office in Springfield, and they presented it to me 

that evening of the dinner, and at the same time when the dinner 
was over they gave a financial report of the expenses and what there 
was left and entrusted the balance of the money to me after all the 

bills had been paid to keep that trailer going. 

| might say to you, Senator, that I had a list, if you’d like to have 
then. of the different affairs and whatnot that that trailer went to. 
It went to some 47 or 48 county fairs. It went to 16 or 17 homecom- 
ings. It went to 9 or 10 golf games. It probably went to a hundred 
private parties and about 67 or 68 schools of Illinois. And over 
85,000 people went through that trailer. 

It was the first time that anything had ever been tried like that of 
taking government to the doorsteps, and some 85,000 people went 
through it and proclaimed it a very fine thing, as well as 70,000 or 
80,000 schoolchildren. 

I brought it with me today on purpose and have it parked right out 
here on Quincy and Dearborn if this committee would like to see it, 
and I earnestly invite anyone that might be in the sound of thy 
voice to come there and view it if they so desire. 

The Crameman. How much did the birthday party raise, total, 
in dollars? 

Mr. Wricur. I think the paper said $57,100, Senator. 

The CoarrmMan. Was that accurate? 

Mr. Wriaur. I’ve never even looked at the figures yet. You may 
not believe that, but that’s true. 

The Cuarmman. You say the paper said $57,100 ? 

Mr. Wrieut. I think so. 

The Caarmrman. You’d know whether or not that is accurate. 

Mr. Wrient. Senator, a report was made at the dinner exactly what 
we took in and what we had spent up to the hour, and I think it’s the 
first time in history that—before or since—that any financial report 
had been made on anybody’s dinner. And, after all, dinners are not 
new. We know that our Maker sent some people on ahead to prepare 
for a dinner in the early days—the Last Supper—and they have been 
going on ever since. 

The CuarrMan. Were any bankers solicited for this party * 

Mr. Wricut. Yes, sir; but not predominantly in ipaeitichoe, Sena- 
tor. But three were there, some banker friends of mine from 
Waukegan. 

The og Who was in charge of the solicitation ? 

Mr. Wricut. The letter was sent out and signed by former Gov. 
Dwight Green. 

The Cuarrman. Is Governor Green a banker ? 

Mr. Wricur. He is now. He wasn’t at that time I don’t believe. 
a know whether he was or not, Senator. I don’t remember about 

at. 

The Cuarrman. I think our record shows he was, and I believe he is 
chairman of the board of the Elmwood Park Bank now; isn’t he? 
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Mr. Waicur. Yes; I know he is now. I don’t remember at that 
time. 


The Cuarmman. At the present time are you using the trailer in your 

campaign ¢ 

r. Wrieut. No, sir, Senator. I want to say to you honestly that 
that trailer never appeared 1 single day at any political rally meeti 
for me or anybody else. I’m not a candidate for office now, and 
don’t expect to be for a couple years. 

The Cuarrman. It isn’t being used by anybody now ? 

Mr. Wricut. No, sir. 

The Cuamman. Was there another dinner in October of 1955 at 
the Paradise Ballroom ? 

Mr, Wrieut. Senator, that wasn’t a dinner. That was a dance that 
the Committee of a Million Friends sponsored and paid for. There 
wasn’t a single penny taken up for it, and we paid for that out of the 
funds of the Committee of One Million Friends of Warren Wright. 
It was a party honoring the precinct captains and my friends here in 
Chicago who had endeavored to help me in the campaign. 

The Cuarrman. Were there any direct-mail requests for funds 
during your campaign for governor this year ? 

Mr. Wrieut. Mr. Kovac might have sent out a letter, Senator. 


The Cuarmman. Did the direct-mail request go to persons at banks 
as well as to others ? 


Mr. Wricut. Yes; I’msure it did. 

The Cuamman. When did you first meet Mr. Orville Hodge? 

Mr. Wrieut. Oh, P’ve known Mr. Hodge I think, Senator—when he 
was in the legislature I knew him slightly, not too well. 


The Carman. We've just received a notice that your trailer re- 
ceiveda parking ticket. [Laughter.] 

Mr. Wricut. Well, the Committee for a Million Friends will be 
glad to pay it, although we got permission, Senator, from the*police 
department to park it where it is. 

The Cuarmman. I see, 

Mr. Wricur. I hope, Senator, you'll take your time to see it. It 
was good enough that it attracted nationwide attention. It was good 
enough that Mayor Dick Daley copied me, copied that trailer, and has 
got one running around Chicago now. 

The Cuarrman. Mr. Wright, did your office serve as a check upon 
ae made by the State auditor, Mr. Hodge? 

r. Wricut. No, sir; we don’t do that. All we do is to counter- 
sign the warrants that are sent to us by the State auditor. 

The Cuamman. What does your countersignature signify? What’s 
the purpose of having you countersign ¢ 

Mr. Wricut. By law, Senator, I’m required to countersign any 
warrant that is sent to me by the State auditor, 

The Cuamman. But that isn’t an idle gesture. Why do they ask 
you tocountersign it? Why does the law require you to do it? Doesn’t 
it perform some useful function ? 

Mr. Wrieur. If the funds are in—here’s the law, Senator: The 
warrants are conceived, of course, from a voucher in the State auditor’s 
office, and only the warrants come to the State treasurer. He never 
sees the voucher. And just seven lines. And the—— 
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The Crarrman. I understand, but why do they require you to 
countersign it? Is it m order to verify whether there is any money 
there or not ? 

Mr. Wricnt. When they come in there, Senator, I take them to 
the fund and see if there’s money there. By law I’ve got to. 

The CuarrMan. That’s all I want to know—the reason you sign 
it. They require you to sign it because you must check to see whether 
or not there is any money there to pay it? Isthat right? 

Mr. WricHr. That right. 

The CuatrmMan. That’s all I want to know. There’s nothing very 
complicated about it. 

Mr. Wrieur. I thought you asked me the same question three times. 

The Cnarrman. But I couldn’t get an answer. That is all. 

Mr. Wrient. All right. 

The CuamrmMan. Your function then is to see that there’s money 
to pay the warrant. Is that correct? You do not verify whether or 
not the warrant is a proper one from the point of view of discharging 
an obligation of the dtate ;1s that right? 

Mr. Wricut. No. I haven’t that authority. 

The CuatrMan. When did you first learn of the improper activities 
of Mr. Hodge? 

Mr. Wricut. I surmised it, oh, sometime along in May or June, 
along there sometime. 

The CuarrMan. What brought your attention to it? I mean what 
event ¢ 

Mr. Wrieut. What brought my attention to it was a rumor around 
the hotel that I live in, the St. Nick Hotel-in Springfield, and I heard 
something about a warrant that the State auditor had given that hotel. 
I live there, and I had tried my best to get a little calcimine on the 
walls. I lived there for 6 months and I wasn’t having much success. 

The Coamman. Trying to get what? 

Mr. Wricut. Some calcimine on the walls, 

The Cuarrman. Oh. 

Mr. Wrient. And I wasn’t having much success. But Mr. Hodge 
had-a lot of: things in his apartment. And when I heard: aboutthat 
check, I began to look around to see whether or not it was a warrant 
that paid for that, and I had no way of knowing, of course, whether it 
was paid for, but I did find after a long search a warrant that was paid 
to that hotel, Senator. 

The Cuarrman. When was that? 

Mr. Wrieut. I would say that I learned that sometime in—oh, I 
heard it I guess in April or May, something like that. 

The Cuarrman. April or May of 1956? 

Mr. Wriant. Yes, sir. 

The Cuarrman. Mr. Hodge then did pay out of State funds for the 
redecoration of his apartment in the hotel? Is that correct? 

Mr. Wricut. Senator, I haven’t yet seen the voucher. I had no way 
of getting it. And T have no way of knowing except what he said— 
that it was for legitimate dinners and whatnot that he had had there 
and the appropriation had been O. K.’d by the legislature. 

The Cuatrman. Did you observe the standard of living of Mr, 
Hodge during this period ? 
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Mr. Wricurt. He told me all the time he was working on his second 
million. He’d been riding me considerably, Senator, because I was 
working on my first one. 

The Praca. He was about halfway toward his second, wasn’t 
he? 

Mr. Wricut. That’s right; yes, sir. ‘ 

The Cuarman. Didn't that arouse any curiosity in your mind when 
he told you he was working on his second million ? 

Mr. Wricut. No; it didn’t, Senator, because I really thought the 
man was worth a lot of money, and I didn’t like to be ridiculed too much 
about the fact that I was just trying to legitimately make my first 
million. I didn’t like that, and some of the other State officers didn’t 
like it either. But we got over it all right. We didn’t get in the 
predicament he’s in at least. - 

The Cuarrman. I don’t quite understand why you or someone down 
there had no suspicions of Mr. Hodge’s activities when you look back 
upon it. 

Por. Devirr. Senator, I have a few notes here I went over after the 
first witness testified. Would you want me to refresh this witness’ 
memory as far as dates are concerned ¢ 

The Cuarrman. He seems to be doing all right. What did you feel 
he was in error about ? 

Mr. Devirr. He hasn’t been in error, but there’s some variance with 
the testimony of the first witness yesterday as to dates. 

The Cuarrman. What witness are you speaking of ¢ 

Mr. Devirr. Governor Stratton. 

The CHarrman. I don’t quite follow you. The only date Mr. 
Wright has mentioned is when he first heard or suspected Mr: Hodge 
was using State money to decorate his apartment. There was no testi- 
mony about that yesterday. 

Mr. Devirr. No, no, but as far as the dates when he became suspicious 
and what he did about it. 

The CHatrman. I don’t follow you. What is your point? Go 
ahead. Develop what you want to. 

Mr. Devirr. Mr. Wright, you first became suspicious after you 
located the check. Is that right? 

Mr. Wricut. That’s right. 

Mr. Deyirr. And along about the latter part of May or the first 
part of June did Mr. Hodge call you to his office? 

Mr. Wrienr. He did; yes. 

Mr. Devrrr. Do you remember what date? Was that around the 
10th or 11th of June? 

Mr. Wricnt. I think it was the 10th of June. 

Mr. Devrrr. Would you tell the committee what conversation took 
place at that time? 

Mr. Wrienr. Well, by that time Mr. Thiem had obtained some num- 
bers of the vouchers and warrants from Mr. Hodge, and Mr. Hodge 
called me to his office in an attempt to get me to not furnish Mr. Thiem 
any more numbers except those that he had got from the auditor’s 
office himself. 

And I told the auditor that all I could go by was the records of the 
State treasurer’s office, which was open to the high and the low, the 
rich and the poor, the black and the white, the newspapers and every- 
body else, a public record. 
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Mr. Devrrr. Now, did you subsequently about a week later, around 
the 19th of June, meet in the Governor’s mansion where all the State 
officers were present at that time? 

Mr. Wrient. That’s right. 

Mr. Devrrr. Tell the committee what transpired there. 

Mr. Wricut. A dinner I believe they had over there. And Mr. 
Hodge again reviewed what he had talked about a few days before. 

Mr. Devrrr. Who did he talk to about that? 

Mr. Wricut. He talked to me and told me that he was my friend, 
and I was his friend, and he would expect me to protect him. And 
again I told him that the only protection I could give him was the 
record of the State treasurer’s oflice, and that night he told me that if 
he went down the whole team would go down, toll road and all. And 
I so advised the Governor that night before I left the mansion. 

Mr. Devirr. Now, what date? Thatsame night? What night was 
that? Was that the 19th of June? 

Mr. Wrieur. Yes. 

Mr. Devirr. Did you relate that whole conversation to Governor 
Stratton ¢ 

Mr. Wrieur. I related that to the Governor, and in our conversation 
I told him that the next day I was going to Peoria and to the Amvets’ 
State convention, and I knew he was going, and the Governor invited 
me to go with him. AndIdid. And again I told him what had been 
said the night before. I told him that there were things in the auditor’s 
oflice that didn’t look good tome. They didn’t look good at all. And 
if he wanted the record I would try to get it for him and bring it to 
him. 

Mr. Devirr. Did he order you to make photostats ? 

Mr. Wrieut. No, sir. He asked me if I would give it to him. So 
we began to dig around in our records. After all, when I was State 
treasurer 15 years ago we counted warrants that come in there. We 
said we got so many thousand warrants. Today we estimate them by 
the ton. You either get a quarter ton or a half a ton or what not. 

Mr. Devrrr. What did you do with those? Did you take your 
record then ¢ 

Mr. Wrieut. Yes; I began to dig into the records because I was 
suspicious particularly of that first check, and when I kept digging 
and digging I found others that I was suspicious of, and at 5 o’clock 
one morning—I believe it was on the 3d of July—3d of July—I took 
those original microfilm records myself in my car to St. Louis and 
had photostats made of them. 

Mr. Devirr. What did you do then ? 

Mr. Wrieut. We tried our best to ascertain from our own records 
whether they were legitimate or not, and finally on the following day, 
which was the 4th of July, on Monday afternoon at my request I 
went in and laid upon the Governor’s desk the photostats of 21 vouchers 
which in my opinion. 10" 

The Cuarrman. I didn’t hear. What day was that? 

Mr. Devirr. Monday, July 5? 

Mr. Wrieut. Monday afternoon, July 5. 

Mr. Devrrr. What did the Governor say ? 

Mr. Wrieut. The Governor said, “Well, Warren, it looks to me 
like somebody is going to the penitentiary.” I said, “Well, if I know 
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anything about it,” I said, “it looks like a lot of somebodies are 
going to be.” 


we to the credit of the Governor then he acted decisively and 
quickly. 

The Cuarmman. Go ahead. 

Mr. Devrrr. Did you have a request at that time from a newspaper 
to use those photostats ¢ 

Mr. Wricut. Yes. The Chicago Daily News was the only news- 
paper that was in our office almost constantly in an effort to find out 
what our records revealed. 

Mr. Devirr. What did you do then ¢ 

Mr. Wricurt. I had told them that when we had the photostats that 
they might have them or any other paper could have had them if they 
would have asked for them. So on Monday night after I had talked 
with the Governor 

Mr. Devitt. That’s July 5? 

Mr. Wricurt. July 5. I brought those microfilm copies of those 
checks to Chicago and met some of the members of the staff of the 
Chicago Daily News and presented to them the photostat copies of 
those 21 warrants that they had so diligently sought for many, many 
weeks. 

Mr. Devirr. Did you advise Governor Stratton of your action? 

Mr. Wricut. Yes; I did. It was from my room in the Bismarck 
Hotel. And I believe Mr. Birch, of the Chicago Daily News, was with 
me. And I didn’t want to do anything out of line. I called the Gover- 
nor and told him that I had a second copy of those warrants, and Mr. 
Birch had asked for them, and I wanted to give them to him, and he 
said as long as they wasn’t my original record he saw no reason why 
T shouldn’t give them to him, and I did give them to him. And it was 
that same day that we placed while we were on the telephone with 
the Governor—that I believe Mr. Birch will vouch that it was my sug- 
gestion to him that the Governor be called upon to place guards on the 
auditor’s office, on the sheds in which all the warrants were housed 
which was liable to burn at any moment, as well as the State treasurer’s 
office, because it appeared that the records of the State treasurer’s office 
were the only ones that were complete. 

And the Governor acted on that within a few hours and did put 
those guards on the State treasurer’s office, on the auditor’s office, and 
on the barn where the warrants were housed. 

Mr. Devrrr. Well, then, it was June 11 that Hodge established the 
news blackout, Mr. Wright ? 

Mr. Wrieut. Yes, sir. That’s when I told the press and everybody 
else that the records of the State treasurer’s office belonged to the people 
and it was open at all times. 

The Cuarrman. Is that all? 

Mr. Devrrr. That’s all, Mr. Chairman. 

The Cuarrman. You say it was about June 11—the news blackout? 
That’s when he first asked you to refrain from letting any newspaper 
see the warrants? Is that correct ? 

Mr. Wricnt. That’s when the auditor about that time, Senator, put 
the ban on himself, and my office continued to stay open. 

The Crarrman. When he came to ask you about that, what did he 
say? Why did he want you to put a moratorium on warrants being 
seen by the newspapers? What did he say ? 
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Mr. Wricut. I—well, he said that I was his friend, Senator, and 
he expected me to protect him. 

The Cuamman. From what? Did he tell you what you were pro- 
tecting him from ? 

Mr. Wricut. That we had to figure out. 

The CuamrMan. He didn’t say ¢ 

Mr. Wricut. No; he did not. 

The Cuamrman. Was the Chicago Daily News the only newspaper 
that was interested in these warrants ? 

Mr. Wricut. They are the only newspaper that continually came to 
the treasurer’s office until they had broken it wide open, Senator. 

The CuamrMan. That’s a rather unusual circumstance, too, isn’t it? 

Mr. Wrient. Mr. Harris, from the St. Louis Post-Dispatch, was 
there weeks and weeks trying to obtain—not from me but from the 
auditor’s office—and he gave up in despair and went on vacation he 
just told me the other day. George Thiem didn’t happen to give up. 

The Cuarrman. You said a moment ago I believe that it was some- 
time in May, April or May, that this discrimination or in any case the 
fact that you couldn’t get a little paint on your walls and Mr. Hodge 
had on his first aroused your interest at least ? 

Mr. Wricut. That’s right. 

The Cuarrman. Astohowhegotit? Isthat right? 

Mr. Wrieut. That’sright. Still I didn’t know, Senator, whether— 
it was only gossip around the hotel, and I knew pretty soon it would 
be out on the street and pretty soon it would be around town, and I 
began to dig into those thousands and thousands of IBM cards that we 
have there, and I finally found where he had paid that hotel in the 
amount of something in excess of $5,000. I didn’t 

The CHarrMan. $5,000? 

Mr. Wrieur. Yes. 

The CHarrMan. Oh. 

Mr. Wrieur. I didn’t know then or I don’t know yet, Senator, 
whether that was legitimate or what it was, because I haven’t seen the 
voucher, and there isn’t any way for me to see it. 

The CHarrman. Why didn’t you ask the hotel? Wouldn’t they 
tell you ? 

Mr. Wrieut. Yes, I did ask the hotel. 

The Cuatrrman. What did they say ? 

Mr. Wricur. It was—they said it was for some dinners and some 
rooms, a lot of rooms and what not. 

The CHarrman. They just gave you a general answer ? 

Mr. Wrient. That’s right. 

The Cuamman. Do you think the hotel was in collusion with Mr. 
Hodge ? 

M : Wricur. No, I do not, Senator. 

The Cuarrman. $5,000 certainly would buy a lot of dinners, wouldn’t 
it ? 

Mr. Wricur. That’s right, but I believe the legislature had given 
Mr. Hodge some sort of an appropriation for the entertainment of the 
National Auditors’ Association and 

The Cuarmman. Atthis hotel? Was that where it was? 

Mr. Wrieut. I couldn’t say about that. 

The Cuarrman. What hotel wasthis? The St. Nick? 
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Mr. Wricur. The St. Nick, yes, sir. Supposed to be a Democrat 
hotel, but I live there, Senator. 

The Cuatrman. I didn’t know your hotels are partisan. 

Mr. Wricur. Oh, yes,sure. They are in Springfield. You betcha. 

The CuHarrman. Did you ever tell Mr. Birch of the Chicago Daily 
News of your suspicions ? : 

Mr. Wricur. I don’t know that I talked to Mr. Birch until I came 
here, because I—Then I believe I found out since George Thiem had 
written so much about it—I think it had gotten up to a place then of 
where Mr. Hodge had the option of one or two things. He could 
either plead guilty or he cotild sue the Daily News for $5 million— 
1to5. Idon’t know what it wasnow. I heard that story somewhere. 

The Cuamman. At that dinner or meeting at the statehouse with 
the Governor, did Mr. Hodge confess to you or to the group there as 
to what he had really done ? 

Mr. Wricur. No, he did not, Senator, but he took me aside and 
told me what I have said to you, and I advised him that the only help 
that I could give him was whatever help that might appear on the 
records in the State treasurer’s office. 

The Cuamman. Were ways and means discussed of replacing the 
money during that hearing ? 

Mr. Wricut. Nobody ever mentioned it to me, sir. 

The Cuatrman. Nobody mentioned it in your presence ? 

Mr. Wrieut. No, sir. 

The Carman. Did you ever have any conversation with Mr. 
Hodge regarding the raising of money for a campaign ? 

Mr. Wricur. No, the oniy connection that I had with Mr. Hodge 
was the fact that he opposed me, Senator, for State treasurer in 1954. 
His candidate was Mr. Branson. ButIwon. And after the primary 
Mr. Hodge told me that he had heard that I had some deficits and he 
would like to help me in raising some of that money, and he did give 
me a check for $1,000. And I had a photostat made of that because 
he had said in that same conversation that he and some of his friends 
wanted to raise this money, and I had a photostat copy made of that 
check that he gave me on the Southmoor Bank for the reason that if 
any friend of his come to me and wanted to know if he gave me some 
money I would ask them if their amount was in that check. 

The Cuamman. Do you have a photostat of that check? 

The Wricut. Yes,sir,I[ do. Isent a photostat—— 

The Cuarrman. Would you mind furnishing for the record a copy? 

Mr. Devrrr. It should be here shortly. 

The CxHarrman. You will furnish a copy for the record ? 

Mr. Devrrr. Yes, sir. 

(The information referred to had not been received at time of 
printing. ) ; . 

Mr. Wricut. I might say as quick as the Hodge thing broke, Sena- 
tor, that I voluntarily went to Donald Hostetter, the chief of the FBI, 
and presented him the photostat copy of that check. He took a picture 
of it and they didn’t even have such a check in the Southmoor Bank. 
I did that voluntarily. 

The CHarrMan, Dia Mr. Hodge ever intimate to you that he knew 
how to raise money more efficiently than you did? 

Mr. Wricut. He sure did. 

The Cuatrman. What did he say? 
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Mr. Wricut. Well, he wanted to raise my money in the fall cam- 
paign for State treasurer, and if I’d been a young man in politics I 
might have let him go along with that, Senator, and where would I 
) . today ¢ 
. The CuarrMAN. What did he propose? 

Mr. Wricut. He didn’t make any proposal, but he said it would be 
a pretty good amount and it probably would have, but my name would 
have been on that check and they wouldn’t even give me a trial. I'd 
have been at Stateville a long time ago, Senator. 

The Cuamman. Did he suggest that the banks would be willin 
to contribute far greater amounts than you were getting from them? 

Mr. Wrieut. No; I don’t believe it followed in that course, sir. 

The CuarrMaN. How many banks are there in Illinois? 

Mr. Wricut. Somewhere around 900, I should say. 

The CuatrrmaNn. How many of them have State funds on deposit? 

Mr. Wricutr. About 552. And I believe just the other day, Sena- 
tor, we started to loan our money for the next year. Here’s a couple 
of envelopes. It’s all handled by mail. I believe we had 50 additional 
banks wanted money this time that didn’t want it before, and we’re 
going to accommodate them if we possibly can. 

The Cuarrman. Mr, Wallace would like to ask you a question. 

Mr. Wrieut. Yes, sir. 

Mr. Wautace. Mr. Wright, do you have records as to where all 
these deposits—what banks they’re located in and whether time or 
demand, and so forth ? 

Mr. Wricut. Yes, Mr. Wallace. You asked me when I was at one 
of the committee hearings, and we had to dig into it over at the 
Archives Building. We had to make up some new records. And I 
have my original record and the only record available here with me 
today. 

Mr. Watxace. I wonder if you would furnish a copy of that for the 
record? We might have to have it photostated I suppose because we 
don’t want to take your only copy. 

Mr. Wrieut. This is my original record. I took a chance on bring- 
ing it out of my office even though I shouldn’t because you asked me 
for it, Mr. Wallace. And I told you Id try to get it. 

Mr. Watxace. Will you furnish us a copy, or do you want us to take 
the original and return it to you? 

Mr. Wricur. We probably could make it up from a record like this. 
We're short-handed in our office. 

Mr. Watiace. Why don’t you let us have that and we’ll make copies 
of it and return the original to you? 

Mr. Wrieur. Will you pay for it? 

Mr. Wauiace. Yes. 

Mr. Wrienr, All right. 

(The peor referred to had not been received at time of 
printing. 

The Cuamman. Mr. Wright, do you think that the system of the 
ha of State moneys on deposit with the various banks is a 
good one # 

Mr. Wrisut, I don’t see anything wrong with it, Senator. 

The Caarrman. You have heard testimony here on the part of some 
of the bankers and others that these deposits being of great value to the 
individual banks it exposes the bankers to undue pressure when it 
comes to solicitation. you think that is correct? 
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Mr. Wricurt. I don’t think there’s any bank in Illinois that could 
be pressured, Senator. I used to be in one myself, and they’re in the 
business of loaning money, not giving it away, and they’re not going 
to give any amount away that might endanger the deposits. , 

The Cuarmman. If you put a million dollars in a bank, it was 
estimated yesterday I believe by Mr. Osterman, who is a practicing 
banker, president of a large bank 

Mr. Wricur. Yes, sir. 

The CuarrmMan. That a million dollars public funds in his bank 
are worth to that bank somewhere between a minimum of $20,000 a 
year and it could of course be worth as much as $50,000. Under pres- 
ent conditions it’s probably worth $50,000 a year. If anyone went to 
Mr. Osterman and said, “If you don’t give us $5,000 we'll have to 
change that over to a more cooperative bank,” you don’t think he’d 
give you $5,000 in order to make $40,000 or $45,000? 

Mr. Wricut. No; I think if he was approached that way he 
wouldn’t give you 5 cents. 

The Cuarrman. I put it more bluntly than it’s put in political 
circles. I don’t wish to take all the time to give the precise approach. 
But that’s what it amounts to. All I’m saying is here’s a condition 
that exists, and the person who allocates these deposits has within his 
power the giving to a bank we'll say of $50,000 or taking it away if they 
already have it. I wonder if that’s a healthy situation. ; 

Mr. Wricut. Senator, I don’t believe we have ever had a State 
treasurer who would do such a thing. He might accept from an in- 
dividual in a bank a contribution and it wouldn’t be out of line at all. 
He might do that. But that would be about as far as it would go. I 
don’t believe—— 

The Cuarrman. Mr. Wright, you know what happened in the 
Southmoor Bank and the Elmwood Bank, that after Mr. Hodge be- 
came interested in the Elmwood Bank they got very large increases in 
their public deposits, didn’t they ? 

Mr. Wricut. That’s the way I found I think—— 

The Cuarrman. Do you think that’s purely accidental? 

Mr. Wricut. No, but T think it was perfectly legitimate, Senator. 

The Cuarrman. Perhaps I'll put it another way. I wasn’t saying 
that this was illegal. I’m questioning whether or not the practice 
that you are accustomed to here is a good one, however legal it may be. 
The point that interests me is not in trying to prove that anybody has 
done anything illegal. It’s whether or not the existing conditions do 
not warrant some change which would eliminate the temptation to 
bring pressure upon the bankers. That’s what we're interested in. 

Mr. Wricut. Again I say, Senator, that it would only be probably 
a political contribution. Now, I said to Mr. Hale and Mr. Wallace 
weeks ago that maybe Senator Douglas was 15 or 20 years ahead of the 
rest of us when he suggested that the Government and the States and 
what not pay for the campaigns of their candidates. Maybe he was 
way long ahead of us. I don’t know. 

The Cuarrman. Well 

Mr. Wricur. I don’t see anything wrong, Senator—— 

The Cuamman. That problem is involved. I regret that you don’t 
see anything wrong with a condition which is so subject to abuse. I 
think it was abused in the case of the Southmoor Bank, and it—— 

Mr. Wricnrt. It certainly wasn’t in my situation. I found the 
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money there, and it’s still there. We have 110 percent of Government 
bonds, and if that bank today would be endangered, Senator 

The Cuamman. I’m not concerned at all about the safety. What 
I'm concerned about is the tendency of—I think it’s a tendency toward 
corruption that grows out of this particular situation. I’m not saying 
it’s illegal. I know it doesn’t violate a law as far as I know. What 
I’m concerned about is if it would not be wise to in some way insulate 
these public funds from this great windfall to private bankers. Yes- 
terday, as I said, Mr. Osterman testified he thought that a prohibition 
on banks, bankers making donations for campaigns would be a good 
thing. If I interpret what he said right, he rather felt that he is ex- 

josed to solicitations which he’d like to have some protection against 
inthelaw. Hehasnonenow. He has large public funds, some 5 or 6 
million dollars. 

Mr. Wricut. Yes, sir. 

The Caamman. And 

Mr. Wricut. I drew down on him, Senator, and he bawled like a 
baby. Don’t think he didn’t 

The Cuarman. If at that time a solicitor for funds happened— 
just happened—to be in his bank when you were about to draw down 
and said, “You know it. would be a geood thing if you gave $5,000,” 
he'd probably give it, wouldn't he? 

Mr. Wrieur. No, sir; I don’t think he would. 

The Cuatrman. Oh, I think he would if he’s not in business for his 
health. And that’s no reflection on Mr. Osterman. Apparently it’s 
a customary thing. You have a lot of money in this State. 

Mr. Wricur. Senator, I don’t think there’s anything wrong with it, 
again. 

The CHarrman. I’m sorry you don’t see anything wrong with it. 

Mr. Wrieut. We're talking, at least, Mr. Hale and Mr. Wallace, 
and I know it’s your plan to take back on this hearing recommenda- 
tions to the Congress along thisline. Is that right? 

The Cuarrman. That is correct. 

Mr. Wricut. Now let me state, Senator, that the reason I say that 
I think that practice is all right because I know as a former banker 
that nobody is going to be badly hurt, and, beside that, all over this 
State of Illinois are officers, directors, and stockholders of banks. 
Many of them are young men. I would hate to see you take a recom- 
mendation back to the Congress that someone in a bank, Senator, if 
they so desired, might not contribute to any candidate for any office, 
treasurer or anything else, because if you do ou have done more to 
destroy the two-party system than anything that I can think of. If 
there 1s going to be a prohibition on people that are connected with 
banks, why not doctors and lawyers and dentists and everything ? 

The Cuamman. Because they don’t have the control of public funds, 
and they don’t have a windfall out of public funds. 

Let me ask you: If this money, whatever it was, over $200 million, 
has great value in the market place, why shouldn’t the income from 
that accrue to the taxpayers who paid that money rather than to the 
individual bankers ? 

Mr. Wricur. You may be right in that, Senator, but I don’t know 
how you’re going to control it that way. Here I just loaned over 

The Cuamman. I’m not asking you for the solution. That’s for 
us to give. 

Mr. Wricut. That’s right. 
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The Cuarrman. But I want to know whether you see any reason 
why it shouldn’t accrue to the benefit of the State rather than being 
parceled out among the banks. 

Mr. Wricut. Senator 

The CuarmMan. Here’s a commodity that at present has great value 
if the interest rates are high. 

Mr. Wricur. If you go back to Congress and get that regulation Q 
repealed, then I can get 2 percent from the banks of Illinois. Now, 
we just loaned over $200 million, and it was all done by mail, and I 
could only get 1 percent, Senator, from those banks, except about 
one or two banks that are not members of the Federal Reserve Bank. 
They’re paying 2 percent tous. Now—— 

The Crameman. Let me ask you: If these banks had to pay all 
that the market price was, all that the money commanded in a free 
market, they wouldn’t care whether they got the deposit or not. In 
other words, if there wasn’t a big profit to them, they wouldn’t care 
whether they got 

Mr. Wrieur. Senator, there’s a couple or three hundred banks in 
Illinois right now that didn’t even bid this time. ‘They didn’t take 
any money. 

The Carman. That may be for many reasons. Obviously from a 
business point of view it’s valuable to them. Everybody has testi- 
fied to that. They may think that you wouldn’t be sympathetic so 
they don’t bother. There could be many explanations. It’s not be- 
cause they think that money wouldn’t be valuable to them; is it? 

Mr. Wricurt. Well, I wonder. Now, when I organized this Mich- 
igan Avenue National Bank, naturally I had connections at Spring- 
field. Dick Rowe was then State treasurer who I grew up with, and 
I asked him if I could have some money for that bank. 

The Cuarrman. Did he give it to you? 

Mr. Wricut. He agreed to let me have most any amount that I 
wanted. 

The Cuarrman. Is that-right? 

Mr. Wricur. When I mentioned that to Ben Mills, the president, 
an old conservative banker we got to run that bank, he said he didn’t 
want any county or State money. 

The Cuarrman. That was 1948; wasn’t it? 

Mr. Wricurt. Yes. 

The Cuarmman. There was a surplus of money. The interest rates 
were very low. And there was no profit in it. Isn’t that correct? 

Mr. Wricut. Here’s what happened. When we were over at Fed- 
eral Reserve finishing up our papers for the opening of that bank, Mr. 
Quinn of the Federal Reserve asked Mr. Mills if we were having any 
county or State money, and Mills said, “No; I don’t want any.” And 
he said, “Why? Couldn’t you make some money out of it?” And Mr. 
Mills said, “Yes, I think I could.” 

“Well,” he says, “what are you opening the bank for?” 

So Mr. Mills sent me back to Springfield then to get the money and 
there wasn’t any there. It had already been loaned to somebody else. 
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The Cuatrman. It wasn’t as desirable then. But, as you say, 

they're in business to make money, and I think they all would like 
o have it. 

} Mr. Wricut. Why wouldn’t those 200 banks, Senator, come on in 
this time and bidthen? They didn’t. 

The Cuarrman. I don’t know. 

Mr. Wrieut. I couldn’t force them to. 

The CuamrMan. Maybe they don’t want to have anything to do with 
the State government for one reason or another. 

Mr. Wricut. Maybe so. 

The CuHammman. Maybe that’s their only reason. I wouldn’t have 
any idea about that. 

Mr. Wallace has 1 or 2 things to ask you. 

Mr. Watiace. Mr. Wright, you identified this as the letter and form 
you send out to notify the banks of the time to bid ? 

’ Mr. Wricur. That’s right, Mr. Wallace. 

Mr. Watxace. I'd like to make that a part of the record. 

Mr. Wricut. Yes, Mr. Wallace. 

Mr. Watxace. And this is the One Million Friends for Warren 
Wright letter which is signed by former Governor Dwight Green 
which was inviting people to participate in this $50-a-plate dinner? 

Mr. Wricut. Yes, sir. 

Mr. Watxace. I'd like to make that part of the record. 

Mr. Wrieut. Yes, sir. 

(The documents referred to follow :) 


TREASURER OF THE STATE OF ILLINOIS, 
Springfield, August 6, 1956. 

GENTLEMEN : The Illinois State depository law provides at least once each year 
the treasurer must ask for sealed proposals for deposit of public funds. If you 
are interested in such deposits, or if you are desirous of retaining a portion of the 
present balance you have, a new sealed proposal must be submitted, not later than 
September 6, 1956, to the State treasurer, Capitol Building, Springfield, Il. 

We are enclosing application form, statement form, and self-addressed en- 
velope, which are to be used if a proposal is submitted. One copy of the applica- 
tion form, specifying the rate of interest you are willing to pay on a time deposit 
open account, and one copy of the statement form, showing your latest resources 
and liabilities as reported to the comptroller of the currency or the auditor of 
public accounts, should be forwarded in the self-addressed envelope. 

Please feel free to write us concerning any question you may have. 

Yours very truly, 
Warren BE. Wricnrt, 
State Treasurer. 


, ILLINOIS, , 19—. 
Honorable WARREN BD. Wricut, 


State Treasurer, Springfield, Illinois. 


Deak Str: We hereby make application for deposit of State Funds under Chap- 
ter 130, Illinois Revised Statutes, and agree to pay interest on such deposit at 
the rate stated below if members of the Federal Reserve system are permitted to 
pay interest on the particular class of deposit, interest to be computed on daily 
balance and payable monthly. 
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If said proposal is accepted by the State Treasurer and funds allotted to this 
bank, we hereby agree to comply with the law in relation to State Depositaries 
and all administrative rules prescribed by the State Treasurer in relation to col- 
lateral security. 


Amount Rate of interest 
sought (percent) 


Time Deposit Open Account, subject to 30 days’ withdrawal notice 
Active 





President, Vice President, or Cashier 


COMMITTEE OF ONE MILLION FRIENDS OF WARREN WRIGHT, STATE TREASURER 


Curcaco, ILL. 
To the Friends of Warren Wright: 

On Thursday evening, March 24, 1955, at 7 o’clock, in the grand ballroom 
of the Conrad Hilton Hotel, in Chicago, this organization will sponsor a birthday 
and testimonial dinner in honor of our friend, Warren Wright, State treasurer 
of Illinois. 

We sincerely want you to join us on this occasion, for we would like to make 
this event the most successful and outstanding tribute that ever has been tendered 
in Illinois. 

Funds realized from the dinner will be used to purchase a trailer which, in effect, 
will be a mobile treasurer’s office—it will be equipped with easily understood 
displays describing the work of the State treasurer, together with the latest set 
of figures about State finances. 

Our committee believes that the mobile unit will be a distinct service to the 
people of Illinois—certainly it will bring one of the most important phases of 
State government closer to the people. 

Enclosed herewith is an addressed envelope containing a reservation card for 
the number of tickets you may desire or pledge. We sincerely hope that you, your 
friends, or others of your organization or neighborhood will attend, and we urge 
that you designate the names on the reservation card, for the names of all attend- 
ing are to be made up in book form and presented to Mr. Wright following the 
dinner. 

Hoping to have the pleasure of seeing you personally at the dinner for Mr. 
Wright, Iam 

Sincerely, 
Dwicut H. Green, Chairman. 


A Partiat List or Sponsors To Date 


Dr. George Truman Carl, Park Ridge Methodist Church, Park Ridge 
Norman F. Clayborne, president, Clayborne Manufacturing Co., Monticello, Ind. 
John B. Brenza, chairman of board, Metropolitan State Bank, Chicago 
Herbert Georg, photographer, Springfield 

Glenn McFarlane, Coes Book Store, Springfield 

Lou Wescott, lawyer-master in chancery, Chicago 

James L. Garard, director, Northwest National Bank, Chicago 
Leonard Hicks, executive director, Congress Hotel, Chicago 

Wm. R. Teece, vice president, Seagrams Distributing Co., Chicago 
Harold T. Halfpenny, attorney, Chicago 

Wm. N. Erickson, commissioner, Cook County Board, Evanston 

Wm. Collins, president, Lincoln National Bank, Chicago 

L. Morell Gross, lawyer, Hinsdale 

Lowell Mason, Washington, D. C. 

Mrs. T. C. Ponting, registered nurse, Springfield 
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James G. Gullett, lawyer, Elizabethtown 

Edward A. Hayes, lawyer, Chicago 

Grant Hughes, Arketex Ceramic Corp., Brazil, Ind. 
Nicholas O. Isaacson, commander; Disabled Veterans of Illinois 
Glenn Henderson, insurance, Springfield 

Ralph Zeunges, advertising agency, Springfield 

Russell Root, lawyer, Chicago 

Julius Silverman, real estate, DeKalb 

Jack Martin, clothier, Champaign 

Fred Hart, State senator, Streator 

Miss Elizabeth Ippolito, printing, Springfield 

Gertrude Zeunges, style coordinator, Springfield 
Edward J. Lonergan, capitol press service, Springfield 
Ww. Kiley, lawyer, Chicago 

William Winkler, cartage, Chicago 

S. L. Workman, Workman Service, Inc., Chicago 

J. Roy Browning, lawyer, Chicago 

Fred Heiser, Chicago 

Thomas Carey, Chicago 

Fred Fulle, commissioner, Cook County Board, Chicago 
Chas. Chaplin, commissioner, Cook County Board, Chicago 
F. C. Watkins, lawyer, Chicago 

Ken Tauscher, AMVETS, Chicago 

Joseph Wright, Illinois Central Railroad Co., Chicago 
Luther Swanstrom, lawyer, Chicago 

Howard Shaw, real estate, Springfield 


To Committee of One Million Friends of Warren Wright: 


[] 1. I am a member of your Committee. Use my name on Dinner Committee 
in his honor Thursday, March 24, 1955, 7 p. m., Grand Ballroom, Conrad 
Hilton Hotel, Chicago. 

(} 2. Use my representative’s name: 


CJ dinner tickets at $50.00 each. 

|] 4. Herewith my check for dinner tickets: $ 
Signature 
Address 


Mr. Wauxace. Mr. Wright, I’d like to get a breakdown for the 
record of the $57,000 that was collected. This newspaper account 
says that there was a $12,000 trailer, a $6,000 automobile, $15,000 for 
the costs of the dinner and the television, and so forth. Is that 
correct ? 

Mr. Wricut. So far it is, yes. 

Mr. Watuace. This is the picture of the trailer here? 

Mr. Wrieur. Yes, sir; it’s right out here. I wish you’d go see it, 
Mr. Wallace. 

Mr. Watxace. I'd like also to put it in the record and these news 
accounts of the dinner. 

(The documents referred to follow :) 


[Chicago Daily News, March 25, 1955] 
Party Puts $57,100 1n WrieHt PLAce 


A thousand friends sang “happy birthday” to State Treasurer Warren B. 
Wright to the tune of $57,100 Thursday night. 

He was guest of honor at a $50-a-plate testimonial dinner celebrating his 62d 
birthday in the Conrad Hilton Hotel. 

The $57,100 was money received as gifts and for tickets by the Committee of 
One Million Friends of Warren Wright, which sponsored the banquet. 
octen pay for a $12,000 trailer-office and $6,000 car to tow the trailer around 

e State, 
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The trailer will be used to demonstrate work of the State treasury and wilj 
be on display at fairs and public functions. 


{Chicago Sun-Times, March 25, 1955] 
Wrient, 62, Cottects $57,100 1n Girts 


State Treasurer Warren E. Wright got $57,100 worth of birthday presents at 
a $50-a-plate dinner here Thursday night. 

The amount included the cost of a $12,000 red and white 36-foot trailer-office 
and a $6,000 auto equipped to tow it around the State. 

The banquet in honor of Wright’s 62d birthday cost $15,000, including a tele 
vision broadcast. 


MONEY FOR GAS, OIL 


The remaining money will be used to maintain the trailer, buy oil and gasoline, 
and pay the salaries of a driver and helper for the rest of Wright’s term. The 
term ends in 1956. 

A financial report on the gifts was made at the banquet in the Conrad Hilton 
Hotel. Totals were announced by Harold Halfpenny, 7310 South Oglesby, treas- 
urer of the Committee of One Million Friends of Warren Wright. 

The committee sponsored the affair. 

A former Republican governor, Dwight H. Green, introduced Wright, who de- 
livered a financial report on the condition of the State treasury. 


ON DISPLAY 


The Wright trailer will be on display at schools, banks, and county fairs in the 
coming months. Its crew will hand out reports on how the State is spending 
its money and will explain the operation of the State treasurer’s office. 

Inside, the trailer is finished in blond woodwork. Across the front wall is a 
mural of the State capitol. At the other end is a wall mural of Wright receiving 
a plaque at the time he was inaugurated. 

Guests at the banquet included Republican campaign workers for Wright. 
Governor Stratton was represented by State Finance Director Morton W. Hollings- 
worth, chairman of the Republican State committee. 


[Chicago Daily Tribune, March 25, 1955] 
Frere WARREN E. Wricht—See Br ror State SECRETARYSHIP 


State Treasurer Warren E. Wright was guest of honor last night at a testi- 
monial dinner which was generally viewed as launching his campaign for the 
Republican nomination for secretary of State next year. 

More than 1,000 persons, including many Republican leaders and workers, 
attended the gathering in the grand ballroom of the Conrad Hilton Hotel. Former 
Gov. Dwight H. Green was toastmaster. Among those present were Earle B. 
Searcy, supreme court clerk; Clarence N. Bergstrom, vice chairman of the GOP 
State central committee ; Werner W. Schroeder, former GOP national committee- 
man for Illinois; and Bertha Baur, former national committeewoman. 


STRATTON REPRESENTED 


Governor Stratton was represented by State Finance Director Morton W. 
Hollingsworth, who is chairman of the Republican State committee. 

Asked about the report that he plans to run against Secretary of State Charles 
F. Carpentier, also a Republican, in the 1956 primary, Wright told a reporter, 
“I don’t know what I’m going to run for, but I’m going to run for something.” 

In his televised speech, Wright said: “There are still many things to be done 
at Springfield for the good of the people, and I expect to do all I can to get them 
done. I’m sure you will hear more about them, in time.” 
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CITES RISING COSTS 


Wright told of the changes in size and cost of State government between his 
first term, 1941-48, and his present term which started in January. 

In January 1941, the State treasury balance was $249 million. At the end of 
last month, the balance of all funds in the treasury was $735 million. 

Wright said that in his first term he saved several million dollars by his 
handling of State funds, and that he is “determined to do everything that I can 
do to help in the overall picture of government.” 


Mr. Watxace. Now, Mr. Wright, did you ask for an additional ap- 
propriation of $180,000 for use to hire additional personnel in the 


State treasurer’s office ? 
Mr. Wrieut. I did; yes, sir. That, Mr. Wallace—— 
Mr. Watxace. Was this reviewed by the Governor’s budget per- 
sonnel ? 
Mr. Wricut. Was it what, sir? 
Mr. Waiacg. Was it reviewed by the Governor’s budget personnel ? 
Mr. Wrient. Well, it was fought a little bit by somebody when it 
was introduced into the house, Mr. Wallace, but I got it through, and 
that was for the purpose of sending men over the State to get into 
the State treasury—— 
Mr. va I’m mainly concerned with the procedure you went 
through. 
Mr. Wrieut. I’m trying to tell you what happened. We increased 
it from $15 million to $20 million—inheritance taxes—for the $180,000. 
Mr. Wauxace. I’m really concerned about this process of getting an 
extra $180,000. Did they go over it with a fine-tooth comb? And who 
went over it? 
Mr. Wrieur. I don’t know who went over it, but somebody stopped 
it—tried to stop it, but I got it passed. 
Mr. WaLLAcr. Somebody went over it with a fine-tooth comb ? 
' Me No; I wouldn’t say a fine-tooth comb. It was a club, 
think. 
mS Cuarrman, There are one or two just miscellaneous points, Mr. 
odge. 
Mr. Wrieut. Don’t call me that, please, Senator. [Laughter.] 
The Cuarrman. ’msorry. I apologize. 
Mr. Wricut. That’s all right, sir. 
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The Cuarrman. You’ve been observing and been in public life for 
quite a while in this State, haven’t you ¢ 

Mr. Wricut. Ever since I was a young boy. 

The CHarrman. Do you recall any embezzlement, anything involv- 
ing the misdeeds or the malfeasance of a public official, an elected public 
official, comparable to Mr. Hodge’s action ? 

Mr. Wricur. Not in my life in politics, Senator ; no, sir. 

The Cuarrman. One thing that concerns me not only as chairman of 
the Banking and Currency Committee but simply as a citizen is this 
question of whether or not there are forces working in our society 
either as a nation or in Illinois that are leading us into a more and 
more careless, corrupt public administration. Is there or isn’t there? 
That’s what I’m seeking. And if there is not some way, if it is a 
trend, to stop it and to get us back on a more reputable and a better 
system of government. I wondered if you had any observation to 
make about that. Is there anything else, any other force operating 
in Illinois that would account for this situation ¢ 

Mr. Wricur. No; there is not, Senator. That’s a human failure 
that I don’t believe we can do anything about. Now, the lar 
percentage—in fact, practically all the people connected with politics 
that I know in Illinois, both Democrats and Republicans, do about 
the very best job that they possibly can. 

The Cuarman. Put it another way. I wouldn’t question that 
because I don’t know them intimately. Isn’t there anything we can 
do to help them do a better job? I hate to take the defeatist attitude 
that there’s nothing that can be done about it. 

Personally I don’t wish to make comparisons, but nothing com- 
parable to this has happened in my State at least within my memory, 
and I wonder is it just because you’re so rich up here that you don’t 
care or what? Because we’re very poor relatively in my State. What 
is it? 

Mr. Wricur. I don’t believe that, Senator. I started to run for 
public office as a young man without any organization. I have never 
been on anybody’s team. I didn’t always win, but I didn’t always 
lose. 

The Cuarrman. You have never been on anybody’s team? 

Mr. Wrient. No, sir. 

The Crarrman. That reminds me of the last question. A while 
ago you said in your exchange with your attorney that Mr. H 
said at the meeting, I believe in the Governor’s mansion, that the team 
had to stand together or they’d all go down, toll road and all. What 
did he mean “toll road and all”? 

Mr. Wricur. I don’t know. He didn’t mean me because I wasn’t 
on the team. I don’t know what he had in mind. I have never talked 
to him since about it. , 

The Carman. He wasn’t including you? He was including the 
Governor ? ; 

Mr. Wricur. I wasn’t on the team. I was beaten by that time, 
ready to go again. 

The Cuarrman. What did he mean about the toll road? Is there 
something wrong with the toll roads? 

Mr. Wricut. I wouldn’t know. 

The Cuarrman. You don’t know about that? 
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Mr. Wricut. No, sir. 

Mr. Wauxiace. Mr. Wright, a while ago you were going to furnish 
for the record a check which Mr. Hodge gave you from this envelope 
account. 

Mr. Wricut. I'll see that’s delivered to you. 

Mr. Wautace. There is one other thing I’d like to ask you about. 
There was a special account at the Southmoor Bank known as South- 
moor Securities “A” account, and according to these records a check 
for $1,500 was noted as having gone to you. Could you tell us the 
circumstances of that ? 

Mr. Devitt. I think, Mr. Wallace, that’s the check you talked about 
in executive sessions, and he did not recall receiving that check. I 
think you gave us the number of it but you did not have a photostatic 
copy. He didn’t have any recollection of receiving it. 

Mr. Wauace. The check I may say was for cash. Do you recall 
having received a sum of $1,500 in cash from Mr. Hintz? 

Mr. Wricur. No, sir, I wouldn’t acknowledge anything from Mr. 
Hintz. 

Mr. Wauiace. Or Mr. Marcus? 

Mr. Wrieur. I'd have to see it in writing, Mr. Wallace. I believe 
that when I was before the county grand jury here that they did pre- 
sent me with a check and you should have those records. Seeman 
to what I read in the paper that come from that foundation, and I said, 
“Yes, that’s my signature.” Maybe you can get that check from it. 

Mr. Wautace. I may say that we were going over the stubs, not the 
checks themselves, and the stub noted that it was for cash, but it just 
said Warren Wright. Do you recall receiving any cash from anyone 
connected with that bank? 

Mr. Wricrr. No, sir; 1 would have to see anything on paper. If 
my signature is on it, Mr. Wallace, I would acknowledge it. 

Mr. WatLace. It wasn’t your signature. 

Mr. Wricur. Then I would not admit it. 

Mr. Wattace. Do you recall the circumstances, whether it ever 
occurred ? 

Mr. Devrrr. If you would obtain that check, Mr. Wallace, we would 
be very glad to look at it and let you know if it is his signature. 

Mr. Wrieut. I am positive I never received such a check. 

Mr. Watiace. You are what? 

Mr. Wrrent. I am positive no such amount came to me. 

Mr. Watiace. Or any money? 

Mr. Wrienr. No cash; no, sir. If I saw a check, Mr. Wallace, that 
had my signature on it, I would either admit it or deny it. 

The CuamMan. I believe that isall now. Do you wish to volunteer 
any statements, either of you, for the record? I believe that completes 
our questioning. 

Mr. Devirr. No. Just that the testimony yesterday of Governor 
Stratton, mention was made in the transcript, the Governor said: 

It is interesting, too, that during this period of time Mr. Hodge contributed 
finally to the man who did run against me in the primary, another State officer. 

If he was referring to Mr. Wright, I think Mr. Wright has received 
no money when he ran in the primary against Governor Stratton; that 
is, in April 1956, is that right? 
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Mr. Wricut. That part of the Governor’s testimony was in error, 
I did not receive any money from Orville Hodge in my campaign for 
Governor. 

The Cuarrman. I don’t recall. Is it in the paper? 

Mr. Wricur. It is in the paper, and I would like to have the Govy- 
ernor correct his statement to that effect. 

The Cuairman. You received no money whatever from Mr. Hodge 
during the primary of 1956? , 

Mr. Wricur. No, sir; I did not. 

The Cuarmman. Is there anything else? 

Mr. Devrrr. That is all, sir. 

The Caarrman, Thank you very much. 

Mr. Wrieur. Thank you very much, sir. 

The Cuarrman. The committee will take a 5-minute recess before 
the next witness. 

(Whereupon a recess was taken.) 

The Cuatrman. The committee will come to order. 

The next witness is Mr. Joseph A. Kovac. 

Do the photographers bother you ? 

Mr. Kovac. I am making my first television debut. I think you 
will have to take that into consideration, sir. 

The Crarrman. I think they will be through in a minute. They 
won't bother you. 
Miss Reporter, show Mr. Eugene T. Devitt is here for Mr. Kovac, 
also. 

Whereupon Joseph A. Kovac was duly sworn as a witness by the 
chairman, and was examined and testified as follows: 


TESTIMONY OF JOSEPH A. KOVAC, ACCOMPANIED BY EUGENE T. 
DEVITT, HIS ATTORNEY 


The Cuarrman. Mr. Kovac, will you please state your name and 
address for the record ? 

Mr. Kovac. Kovac. Joseph A. Kovac, 130 North Wells Street, Chi- 
cago, Ill. 

The CHatmRMAN. Were you State finance chairman for the Warren 
Wright for Governor organization ? 

Mr. Kovac. Yes, sir. 

The Cuarrman. When were you appointed, Mr. Kovac? 

Mr. Kovac. About March 7, 1956. 

The CHarrman. Were you also chairman of the birthday dinner 
for Warren Wright on March 26, 1956, sponsored by the Committee 
of One Million Friends? 

Mr. Kovac. No, sir; I was only a paid dinner guest at that meeting. 

The CHarrman. Who was the chairman of that meeting; do you 
know ¢ 

Mr. Kovac. Former Gov. Dwight Green acted in the capacity 
of master of ceremonies and chairman, I believe. 

The Cuarrman. Do you know whether any banks purchased tickets 
to that dinner ? 

Mr. Kovac. Of my own knowledge, I wouldn’t know, sir. 

The Cxatrman. Do you know about how many people were;there?! 

Mr. Kovac. Approximately a thousand persons. 
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The CuarrMan. You don’t know whether the banks purchased any 
tickets to that dinner ? 

Mr. Kovac. I know what I have been told, that there was probably 
about 200 individuals employed by banks who had attended that 

eeting. 

Mr. Barend Senator, Mr. Kovac was subpenaed before the Federal 
erand jury and also before the Cook County grand jury, and the 
records he had, I think, the letters and list of those attending the 
banquet, were left with the grand jury. : 

The CHarrmMan. For our record, you know our purpose for this 
information. It would help us if you would put the substance of 
that in the record. 

To the best of your knowledge, there were about 200 men and 
women from various banks? 

Mr. Devrrr. I think there was a larger number than that. 

The CHarrMan. Whatever it was. 

Mr. Devrrr. I think there were probably 1,200 people and probably 
half of them were individual bankers. 

The CuarrMan. Is that about your understanding, Mr. Kovac? 

Mr. Kovac. No; my understanding is about 200, but I will defer to 
better information. 

The CuarrMaNn. We will say from 200 to 500 is a good guess, is that 
right ? 

‘Mr. Kovac, That is right. 

The CuarrMan. And these were $50 a plate, is that right? 

Mr. Kovac. Yes, sir. 

The CHatrMaNn. Where did Mr. Green or Mr. Wright keep the 
accounts for that campaign? This is the 1955 campaign we are talk- 
ing about. 

Mr. Devrrr. This is when he ran for Governor against Governor 
Stratton in the primary of 1956. I think the election was April 4, 
1956, but this dinner, I think the dinner you referring to, is the testi- 
monial dinner or the birthday dinner in March of 1955. 

The CHamrMan,. Yes. Is that the one we are talking about now? 

Mr. Devrrr. Mr. Kovac was connected with his primary campaign 
against Stratton in April 1956, in April, and he served for about 3 
weeks as treasurer of that campaign fund for Mr. Wright, from 
March 7 to 8, until the election day of April 1956. 

The CuatrMan. I am afraid what we are talking about maybe is 
two different dinners. I am talking now about a dinner in March; 
this is a birthday dinner for Warren Wright on March 26, 1955, 
sponsored by the Committee of One Million Friends. 

Mr. Devrrr. That was after he was elected State treasurer. 

The Cuarrman. That is correct. That is 1955. That is the dinner 
you were talking about ? 

Mr. Devirr. That is where twelve hundred people were in attend- 
ance, 

The CHarrman. That is right; that is the same dinner and it is 
“oe some two to five hun people from banks were at that 
dinner. 

Mr. Devrrr. Sante that is right. 

e. 


The Cuarrman. That is the one that raised $57,000 to purchase 
the—— 
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Mr. Devrrr. The trailer. 

The CuarrMan. The trailer, and so forth. 

Mr. Devirr. That is right; and I think there was some confusion 
the other day, Senator, when Senator Sparkman was presiding. He 
did not use that trailer; he was not running for office. His name was 
prominently displayed on it, but it was not used for campaign pur- 

oses. 

: The Cuarrman. It was for personal use? 

Mr. Devrrr. No; it was used as a trailer to show the workings of 
the State treasurer’s office. 

The Cuamman. Did he make it available for campaign purposes! 

Mr. Devirr. I think he offered it to the team, but the team rejected 
the offer. 

The Cuamrman. Which team ? 

Mr. Devirr. The Republican team. Wasn’t that his testimony in 
executive session ? 

Mr. Watxace. Yes. 

The CHamman. I didn’t attend the executive session, so I don’t 
know. 

Now, we come back. When you became chairman of Mr. Wright’s 
campaign, Mr. Kovae, did you solicit funds from banks as campaign 
contributions ? 

Mr. Kovac. I didn’t solicit from banks, Senator. I solicited in 
many instances individual persons employed by banking corporations. 

The Cuarrman. Did you send letters to individuals in banks? Is 
that the way to describe it? 

Mr. Kovac. That is right, sir. 

The Cuarrman. You didn’t address a letter to the First National 
Bank ; you addressed it to Mr. John Jones, the president ? 

Mr. Kovac. That is right. 

Mr. Wauuace. Mr. Kovac, who did you send the letter to at the 
bank of Elmwood Park? 

Mr. Kovax. I believe that was to Mr. John Russell. 

Mr. Watuace. John Russell ? 

Mr. Kovac. Yes, sir. 

Mr. Watiace. Were you aware of the fact that it was not Mr. 
Russell who contributed, but it was the bank itself which contributed 
to that fund? 

Mr. Devirr. We learned that, I think, from the testimony the other 


day. 

Mr. Kovac. No; I didn’t think it was anything else but an indi- 
vidual contribution. 

Mr. Wattace. Do you recall what form the contribution was? 

Mr. Kovac. In that particular instance, my recollection is that 
it came in in the form of a check. 

Mr. Wautace. A check? 

Mr. Kovac. A check; yes. 

Mr. Wattace. On the bank? 

Mr. Kovac. Frankly, I didn’t pay too much attention as to what 
bank it came in on. 

Mr. Watxace. I mean, Was it a personal check ? 

Mr. Kovac. In that instance, but I am»sure it wasn’t a personal 
check. It may have been a cashier’s check. 

Mr. Watiace. How much was it? 
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Mr. Kovac. $500 . 

Mr. Wautace. $500. 

The Cuamrman. Do you know whether it was from funds of the 
bank itself or of an individual officer of the bank ? 

Mr. Kovac. Well, I have been reading the papers since, and I under- 
stand it was paid out of the bank funds. 

Mr. Wattace. That is the information we have developed, Mr. 

‘hairman. 
; The CuamrMAN. Mr. Kovac, you sent, I believe, some five or six hun- 
dred letters to various people who were either officers or employees of 
National and State conte of Illinois. Is that correct ? 

Mr. Kovac. The number, five or six hundred, is an exaggeration, 
Senator. 

The CuHatrMAN. Well, how many did you send? 

Mr. Kovac. Oh, I would say maybe a hundred to one hundred and 
twenty-five; with the follow-up correspondence and thank-you cor- 
respondence it may have gotten up to four or five hundred pieces of 
correspondence. 

The CuarrMan. Did you put on a note on any of the letters that you 
sent out the amount that should be contributed by the person to whom 
you addressed the letter ¢ 
’ Mr. Kovac. There was no suggestion as to amount. On the con- 
trary, Senator, what was said was that any contribution of a volun- 
tary nature would be helpful and a manifestation of their spirit of 
good will, and regardless of amount would be appreciably acceptable. 
~ The Cuarrman. There was no formula which you suggested ¢ 

Mr. Kovac. I didn’t suggest any formula, Senator, but I became 
aware in talking to some of these individuals in banks that they did 
have an idea that there was some sort of a formula. 

The Cuarrman. What was that? What was their idea about the 
formula? 

Mr. Kovac. Well, one-tenth of 1 percent of the deposits. 

The Cuairman. Of what deposits? Total deposits or public de- 
osits ? 

Mr. Kovac. I assumed it was the deposits of State funds. 

The Cuarrman. Of State funds? 

Mr. Kovac. Yes. 

The CuarrmMan. That was, as you understood, kind of an under- 
standing among bankers; is that right? 

Mr. Kovac. Yes. I think that that became established long ago 
and sort of a financial yardstsick to use when approached. 

The Cuarmman. So it wasn’t necessary to suggest it in your letter. 
It was just part of the understanding in the trade; is that right ? 

Mr. Kovac. I would say in the 12 or 15 instances that that seemed 
to be the understanding. They didn’t live up to it, however. 

The Cuairman. They did live up to it? 

Mr. Kovac. They did not. 

The Carman. Did you attach any notes to any of the letters 
you sent out? 

Mr. Kovac. Yes. I had a little memorandum, wherever the party at 
the other end requested an indication of what would be a substantial 
contribution, what would be an acceptable contribution, I had a little 
note to the effect that there was no standard of such contribution, and 
that we were accepting whatever voluntary contributions they feit like 

83551—56—pt. 2-46 
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making; that we have situations where with respect to the one-tenth 
of 1 percent idea that we have received somewhat more in some in- 
stances and in most instances somewhat less, and in many instances 
none. 

The Cuamman. That was included in your memorandum? 

Mr. Kovac. Words to that effect, sir. 

The CuatrmMan. Have you copies of that memorandum available? 

Mr. Kovac. No, I do not, Senator. 

The Cuarrman. Could you supply one to the committee ? 

Mr. Kovac. The best I could do today would be to try to re- 
construct it, but there were no duplicate copies. 

The Caran. I thought maybe you would have one. I think 
it would be an interesting item for our record, if you care to, and I 
wish you would supply us a copy of one of those letters and mem- 
orandums. It would be useful. 

Mr. Devrrr. I think the letters were all turned over to the Federal 
grand jury. 

The Cuarrman. I thought you might have one there. It isn’t vital. 
I just thought if you had one we would put it in the record. 

Mr. Devrrr. We can look, Senator. 

The Cuarrman. You say they didn’t live up to it. 

Mr. Kovac. No, they didn’t, Senator. 

The CHarrman. How would you describe their response? Was 
it generally favorable, or were they very tight in their contributions? 

Mr. Kovac. Ninety percent of those individuals personally contacted 
refused or failed to contribute anything. 

The Cuarrman. Ninety percent ? 

Mr. Kovac. Ninety percent ? 

The Cuarrman. Failed to give anything? 

Mr. Kovac. That is right. 

The CuarrmMan. Only 10 percent contributed at all? 

Mr. Kovac. Roughly; yes. 

The Cuarran. And did that 10 percent contribute about according 
to the formula? 

Mr. Kovac. No, sir. 

The Cuatrman. They did not. What was the basis of their con- 
tributions? 

Mr. Kovac. Well, I couldn’t tell, because I didn’t know what was 
on deposit as to State funds, but overall what had been collected in 
contributions aggregated somewhat less than $25,000. 

The CuatmrMan. Was that an unusually small amount, according 
to your understanding and experience in the past, or not, or was that 
about common, about the common occurrence, the ordinary? Had you 
exnected to receive much more than that ? 

Mr. Kovac. Yes, I had expected considerably more than that. 

The Cuarrman. Why? How do you explain that it was so small! 

Mr. Kovac. Well, for one thing, Senator, in the fall of 1955, be- 
cause State expenses were high, the State treasurer, Warren Wright, 
had to put out a call which for many banks reduced the amount on 
deposit anywhere from 25 to 3314 percent, and I became aware of 
that situation especially when I contacted some of these individuals 
who complained about the fact that the last time they tried to 
help their friend, Warren Wright, in connection with that birthday 
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dinner he repaid them by reducing the amount on their deposits some 
6 months later and they didn’t fee] too happy about it. 

The CuatrMan. Did any other officer, to your knowledge, in the 
State government exercise any influence as to where these deposits 
were put? Was it completely within the discretion or 

Mr. Kovac. As far as I know, Senator, it is completely within the 
discretion of the State treasurer, 

The CuHarrMan. You said you sent out about 100 or 175 letters. 

Mr. Kovac. Yes, sir. 

The Cuatrman. There are about 900 banks in Illinois. How did 

you determine which ones to solicit and which ones not to solicit? 
’ Mr. Kovac. Well, Mr. Wright gave me a list of his personal friends 
on whom I could call. However, with the response that I received, 
after I processed calling upon those individuals for contributions I 
next resorted to the Illnois bank directory for further individuals 
who could be called in connection with the prospect of making a 
political campaign contribution. 

The Cuamman. Did you usually write to the president or the 
cashier of the bank or what was your formula? 

Mr. Kovac. Well, the approach was simply this, Senator: First of 
all, I made a telephone call. I presumed when I made the tele- 
phone call the party in that bank to speak to would be the president 
of the bank. However, frequently I have found that it wasn’t the 
president of the bank that I had to speak to; that I would have to 
speak to somebody else because the president wasn’t there, and I 
would wind up with most any kind of an officer of that bank, speaking 
to them for a personal contribution. 

The Cuatrman. On your telephone calls, was that a much larger 
list than the list you used for the letters? Did you make contact 
with more than the 125, we will say, by telephone and by letter? 

Mr. Kovac. I would say that more had been contacted by telephone. 

The Cuamman. That was sort of a winnowing process. You 
called them to see their attitude and then you followed up with a 
letter; isthat correct? I don’t wish to prompt you. 

Mr. Kovac. That is about the way it was. 

The Cuamman. You may have called 500 but only wrote about 
125. 

Mr. Kovac. I didn’t call no 500. 

The CuatrmMan. Well, whatever it is. 

Mr. Kovac. No, 

The Cuatrman. And if they talked nice to you, you wrote them a 
letter, is that right? 

Mr. Kovac. I confirmed our conversation. 

The Crarrman. I see. Did you have any liaison with county com- 
mittees or county individuals to follow up on this in the organization ? 

Mr. Kovac. No, sir. 

The Cuatrman. These individuals who contributed out of their 
personal funds, that is not a deductible item, is it? 

Mr. Kovac. No, sir. 

; The Caarrman. Did any bankers assist you in contacting other 
vankers ? 

Mr. Kovac. No, I can’t say that. Some of them asked me whether 


I contacted other individuals in banks, but that is about as far as it 
went. 
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The Cuarrman. What I meant is did any individual bankers say, 
“Well, I will talk to Joe Doaks, and so on, to help you out”? That 
didn’t occur ¢ 

Mr. Kovac. No, sir. 

The Cx#arrMan. What reason did the individuals who used to make 
contributions give to you justifying their refusal ? 

Mr. Kovac. Well, in some cases they took the position that they 
didn’t want to contribute to a Republican because they were Demo- 
crats. In other cases they just gave me the run around pure and 
simple, that they would see what could do about it, and then didn’t do 
anything. 

The Cuamman. Did any of them say that it was illegal to make a 
contribution ¢ 

Mr. Kovac. Yes; some claimed it was illegal to make a contribu- 
tion, but I indicated to them that I thought that a personal contribu- 
tion wasn’t illegal, but my recollection is in the several instances 
where such illegality was referred to, it didn’t make much difference 
when I explained to them that I thought a personal contribution was 
not a violation of the law, it still didn’t come up with any contribution 
from them. 

The Cuamman. Is there any requirement in Illinois that a contribu- 
tion such as this be made public? 

Mr. Kovac. I looked into that and became informed before I took 
this over, Senator, and I found that there was no requirement, State 
or Federal, that compelled anyone to keep records of those contribu- 
tions or make reports as to them. 

The CuarrMan. Did you report to Mr. Wright your experience and 
tell him who contributed and who failed to contribute ? 

Mr. Kovac. My reports to Mr. Wright consisted, Senator, of a copy 
of a thank-you letter where contributions had been received addressed 
to him down in Springfield. Now, I understand that some of those 
letters went on to his various campaign destinations, but I don’t know 
what became of that copy thereafter. 

The CuarrmMan. Do you know what action Mr. Wright took in the 
case of those banks or officers which actually made contributions? 

Mr. Kovac. I wouldn’t stand informed on that. That is something 
that the State treasurer’s office would know. 

The Carman. Well, Mr. Warren Wright is State treasurer, isn’t 
he? 

Mr. Kovac. Yes; but I am not part of his staff, Senator. 

The CHatrman. I understand that, but you are on friendly terms 
with Mr. Wright. I just thought it was one of those things you 
talked about. Take the case of the Southmoor Bank—I mean Elm- 
wood Park, $500. Do you know whether or not the deposits under the 
control of Mr. Wright were decreased or increased in connection with 
that bank after they gave $500? 

Mr. Kovac. I know from being informed that those deposits that 
were intact there when I made my first call are still there and that—— 

The Carman. Is it fair to say that a contribution in accordance 
with the formula is a certain assurance that the deposits will remain 
intact ? 

Mr. Kovac. No, I don’t think it is any assurance at all. It all de- 
pends upon the business condition of the State, I presume.. When 
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the State treasurer needs money, like Warren Wright needed it in 
that office in the fall of 1955 

The Cuamman. Do you think it has ‘ever occurred to the bankers 
that there may be some connection between the amount they contribute 
to the treasurer’s campaign and the amount of deposits they are given 
by the treasurers; do you think that has ever occurred to bankers? 

“Mr. Kovac. I think that the average banker anticipates fair treat- 
ment under the existing circumstances. I found in my talks, Senator, 
with these bankers upon whom the State treasurer recalled funds in 
the fall of 1955 that they were on an average reasonable about the cir- 
cumstances under which it had to be done. 

The Cuarmman. I am not quite sure your answer is responsive. 
Maybe I didn’t get the connection. Would it be fair to rephrase 
this to say that the average banker senses that there may be connec- 
tion between his liberality and contributions to the State treasurer’s 
campaign and the amount of deposits that he has of State funds, re- 
gardless of who the treasurer is? Do you think that it has occurred to 
bankers there may be some connection between those two items? 

Mr. Kovac. Oh, I think the human element is there, Senator. I 
wasn’t happy at all about the situation that these large banks like 
Continental and First National, with many millions of dollars on 
deposit there, who don’t contribute to a political campaign fund, the 
kind that Warren Wright waged for governor in February of 1956. 

The Cuamman. You weren’t happy about it? 

Mr. Kovac. I wasn’t happy about it, no. I think that some indi- 
vidual over there should have made a contribution. 

The CHarrmMan. Perhaps they made a contribution to the other 
side. They didn’t think you were going to win. 

Mr. Kovac. That could be. That could be, but I certainly don’t 
think they respected Warren Wright’s position too much, or they 
felt he was no threat to them, because they didn’t. I think they exer- 
cised complete independent discretion and judgment in that respect. 

The Cuamrman. Well, I believe that is all, unless you have some 
contribution. Do you wish to volunteer anything, either you or Mr. 
Devitt ? 

Mr. Devrrr. I don’t think so. Thank you, Senator, very much. 

The Cuatrrman. Thank you, Mr. Kovac. 

The Cuarrman. The next witness will be Mr. Charles J. Fleck. 

Whereupon, Charles J. Fleck was duly sworn as a witness by the 
chairman and was examined and testified as follows : 


TESTIMONY OF CHARLES J. FLECK 


The Carman. Mr. Fleck, will you state for -the*record your full 
name and address? 

a pee Charles J. Fleck, 3538 North Greenview Avenue, Chi- 
cago, Il. 

The Cuarrman. And what is your official position ? 

Mr. Fieck. I am the public administrator of Cook County. 

The Cuarmman. Are you a native of Chicago? 

Mr. Fixeck. Yes, sir. 

The Caarrman. What was your business prior to your becoming 
public administrator ? 

Mr. Fieck. I was an attorney. 
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The Cuamman. Did you have any public office before becoming 
administrator? 

Mr. Fieck. Yes,sir. For many years, the past 25 years, I have been 
the ward committeeman of the 45th ward. At the end of this term it 
will be almost 25 years. I have been an alderman, and that is the 
extent of my elected positions. 

The Cuamman. Those are your public offices. Have you been on 
any State commissions ? 

Mr. Fieck. Yes. 

The CuarmMan. You were a member of the legislature, weren’t you? 

Mr. Fiecx. Oh, yes. I was administrative assistant to the speaker 
of the Illinois House of Representatives, and I was first a commis- 
sioner, and then the chairman of the Illinois Liquor Control Commis- 
sion. 

The CuarmMan. When did you first become active in political mat- 
ters { 

Mr. Fiecx. In about 1931. 

The Cuarrman. Were you campaign manager for Mr. Stratton in 
his campaign for Governor in 1952? 

Mr. Fiecx. I was campaign manager in Cook County. 

The Cuarmman. In Cook County? 

Mr. Fieck. Yes, sir. 

The Cuarmman. In 1952? 

Mr. Fieck. Yes, sir. 

The CuarrMan. Does that include the primary as well as the general 
election ? 

Mr. Fieck. Yes, sir. 

The Cuarrman. Are you now the campaign manager for Governor 
Stratton and the Republican ticket in Illinois for Cook County? 

Mr. Fieck. Well, Senator, at the beginning of the campaign I 
thought I was. I was performing the same functions that I did in 
1952, although there had not been any verbal statement or any written 
agreement, but later on we opened up a headquarters at 120 South 
La Salle Street, in which all the State candidates, the entire ticket 
were supposed to be housed for the Cook County campaign, and it was 
my understanding I was either the manager or the supervisor of that 
headquarters. 

The Cuamman. What are the circumstances that led you to feel 
you had that understanding ? 

Mr. Fixecx. I didn’t get your question. 

The Cuamman. Why? You said it was your understanding. Just 
elaborate on that. If there is any question about it, and I gather 
from what you said there may be a question, why did you think 
you were the manager of this campaign in Cook County ? 

Mr. Fuiecx. Senator, I didn’t say I thought I was the ae. 
T said I just carried on my duties as I had in 1952, with the belief 
that I would be the campaign manager. 

The Cuamman. Were you treaded as such by Mr. Stratton and 
others ? 

Mr. Fiecx. Well, there was nothing to lead me to believe that I 
wasn’t. 

The Cuamman. Wasn’t there anything to lead you to believe that 
you were? That is what I am trying to get. 
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Mr. Fiecx. Well, the relations between him and I were the same, 
Senator, and I was under the impression I was carrying on. There 
was no statement. There was no understanding. I was his friend, 
and I was trying to help him get elected, and it was just my belief 
that I was. 

The Cuarrman. And you had conversations with him ? 

Mr. Fiecx. Yes; I had conversations with him, but nothing where 
he would say, “Well, you are my campaign manager,” or I would 
saylam. It was just the idea of being helpful. 

The Cuatrrman. What I mean is, you carried on conversations and 
you assumed you were from past relationships ? 

’ Mr. Fieck. That is correct exactly, that is exactly right. 

The CHarrMAN. Every time you saw him he didn’t say, “You are 
my manager today.” 

‘Mr. Fixcx. But I assumed I was. 

The CuamrMaN. Because of past relations you were doing exactly 
what you did in 1952. 

Mr. Fiecx. I might have been wrong, but I thought I was. 

The CuarrmaNn. You had no notice that you weren’t; is that right ? 
He never said, “You are no longer my manager.” 

Mr. Fixecx. That is right, sir. 

The Caarmman. You had letters back and forth, and all of them 
were on the assumption 

Mr. Fixckx. Oh, no; Senator, don’t say that. We didn’t have letters 
back and forth. 

The Cuarrman. Didn’t you? 

Mr. Fiecx. My conversations with the Governor were just per- 
sonal conversations, telephone and things like that. We had no 
correspondence. 

The Cuarrman. You didn’t write letters about these things ? 

Mr. Frxcx. I write letters, Senator, but not in that sense. 

The Cuarrman. It isn’t customary for you to write letters to the 
governor, but you talk to him; is that correct? I am not trying to 
a words in your mouth. I just want to develop it so we can move 
along. 

Mr. Frecx. O. K. I am perfectly willing to move along, Senator. 

The Cuarrman. What were the circumstances of your employment 
at public administrator of Cook County ? 

Mr. Fixecx. I was appointed by the governor in December of 1953. 

The Caarrman. For ae long a term 

Mr. Fieck. Well, the tena, Banat: it is a 4-year term, but I be- 
lieve it is subject to removal at the pleasure of the governor. 

The Cuarrman. Will you briefly describe for the record the duties 
of the public administrator ? 

Mr. Fiecx. Briefly, Senator, the public administrator acts in all 
those cases where there isn’t a qualified administrator of an estate 
residing in the State of Illinois. re are 102 administrators, public 
administrators, in the State, 1 for each county, and I am the public 
administrator for Cook County. 

The Cuamman. If an estate has a nonresident executor, do you 
function in that case? 

Mr. Fieckx. That is right, Senator. 

The Cuamrman. Is this a fee office or a salaried office? 

Mr. Fixeck. This is a fee office. Since 1873, I believe. 
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The Cuarrman. Is it a standard fee on all estates? 

Mr. Fixcx. No, Senator. It is entirely up to the judge of the 
probate court. My attorneys make a petition, they try to compute 
fees, and it is up to the judge of the probate court as to whether or 
not they are allowed. 

The Cuarrman. What is the standard practice? 

Mr. Fieck. I didn’t get that. 

The Cuarrman. What is the standard practice on the estates? Do 
you pay 5 percent or 2 percent? Does it vary with each estate ? 

Mr. Fieck. Yes, sir; it depends upon the amount of work an at- 
torney does and the staff does on each case. 

The Cuarrman. There is no limit? It could be 50 percent? 

Mr. Fixcx. I don’t think, Senator, there has ever been a case where 
it was, but it could be. 

The Cuarman. I am trying to get at it. Is there not some common 
ordinary usual fee of, say, 5 percent? Is there not a common fee? 

Mr. Fxcx. No; there is no norm, except in mine-run cases; they 
set a minimum for small cases. 

The Cuarrman. What is the minimum ? 

Mr. Fiecx. The minimum for attorney, as I understand, for attor- 
ney and the administrator, is about $260, if I am not mistaken. 

The Cuairman. What is the minimum for the administrator? 

Mr. Fixcx. That is, I say, for both together. 

The Cuatrrman. That is what you get? 

Mr. Fieck. That is what me and my attorneys get. 

The Cuarrman. Is thisa desirable position in Cook County ? 

Mr. Fixeck. I would say “Yes.” 

The Cuatrman. Does the public administrator hire his own em- 
ployees ? 

Mr. Fuxcx. Yes, sir. 

The CuarrmMan. On a full-time basis? 

Mr. Fiecx. Well, it depends. Sometimes in a case—you may have 
a case referred by an attorney, and in that case he may act along with 
your office. There are many such cases that are referred, and he is 
of counsel. Those are cases where he wouldn’t be full time; still he 
would be paid out of the fee. There are sometimes we need extra 
help, and we bring in attorneys to help us if we are short-handed, or 
other employees along that line. 

The Cuatrman. Then the employees are paid from the money ob- 
tained from the estate ? 

Mr. Fiecx. They are paid from my fees. 

The Cuarrman. Not from tax money; is that correct? 

Mr. Fiecx. That is right, Senator. 

The Cuarrman. So you are also paid from that. 

Mr. Fieck. That is right. All expenses, rent, everything that I 
have got, stationery, all expenses come out of my fee. 

The CuarrmMan. How much are the funds under your control, that 
is, public funds, the funds in these estates? 

Mr. Fixecx. Senator, I believe they run around $4 million, just short 
of or just over it. 

The Cuarrman. Do the amounts vary from time to time? 

Mr. Fiecx. No, Senator—oh, yes; they could, depending upon clos- 
ing of estates or opening them and increasing assets, 

The Cuarmman. How many estates are you currently handling? 
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Mr. Fiecx. As I remember it, there is about—over 1,300. 

The Cuarrman. They would range in value from what, on an 
average ¢ 

Mr. Fixecx. Well, Senator, we have many estates that we take into 
our office as a courtesy that we receive no fee for, and we handle those. 
They range from maybe nothing as far as our office is concerned. 
Maybe we would be representing the department of public welfare, or 
some other State institution, or somebody to recover some money they 
might have for an estate that might go up to $150,000. 

The CuarrMaAn. Ranging from nothing, and the largest is $150,000? 

Mr. Fixcx. I think that 1s about right, sir. 

The CuarrMan. Occasionally you get them much larger than that? 

Mr. Frieck. I haven’t yet. I haven’t been lucky, Senator. I hope 
so. 

The Cuarrman. Do you keep these moneys in private—I mean in 
accounts with banks ? 

Mr. Fixck. Senator, I didn’t hear you. 

The CuarrmMan. Do you keep this some $4 million in banks? Do 
you deposit it in banks? 

Mr. Fieck. Yes, sir. 

The Cuarrman. How do you determine where this money is de- 

yosited ¢ 

Mr. Fieck. Senator, I put it into a bank if I think the bank is a 
good bank, and I have heard nothing derogatory to the bank and if a 
friend of mine asks me to put. money in his bank, I do it, and I 
want to be very frank with you, because of friendship. 

The Cuamman. Do you have a particular account in a bank from 
which you pay current office expenses # 

Mr. Fuxeck. Yes, sir. 

The Cuarrman. What is the size of that account ? 

Mr. Fixecx. The total account in that bank runs—I don’t know, Sen- 
ator; it is between eight hundred and nine hundred thousand dollars, 
ben the current account, I mean the active part of that account, is about 
$150,000. 

The Cuarmman. Did Mr. Hintz of the Southmoor Bank make con- 
tributions to Mr. Stratton’s campaign in 1952 ? 

Mr. Frxck. He told me he did. 

The Cuarrman. Didn’t he make them to you ? 

Mr. Fiecx. Well, Senator, he probably made them through me at 
my instigation and my request, but I don’t know who he gave them to. 
He might have given them to treasurer or Mr. Stratton. 

The Cuarrman. Did he do that himself and solicit them from other 
people for the campaign ? 

Mr. Fixecx. That is my understanding. 

The Cuarrman. You don’t know whether he contributed personally 
to that campaign ? 

Mr. Fixck. No; I don’t. 

The Cuatrman. Do you know whether he was requested to make 
contributions? Did you request that he make them ? 

Mr. Fieck. No, sir. You mean ask him if he would contribute? 

The Cuarrman, Yes. 

Mr. Fixcx. Oh, yes; I asked him if he would help the campaign. 
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The Cuarrman. Did Mr. Hintz persuade Mr. Michael Notaro of 
the Statistical Tabulating Co. to support Mr. Stratton’s 1952 cam- 
palgn ¢ 
Mr. Fixecx. Tosupport him? 

The Cuarrman. Yes. 

Mr. Fixecx. I wouldn’t know that, sir, not to support him. 

The Cuarrman. Well, did he contribute? 

Mr. Friecx. That is different. I thought that Mr. Hintz was the 
person who got Mike Notaro to make a contribution. Now, whether 
he did or not, I am not sure, but I was under the impression that 
he was among those that he had got contributions from, Mike Notaro 
was one of those. 

The Cuarrman. You don’t equate a contribution and support? 
Those are two different things? 

Mr. Fixck. Yes, sir; you know that. Sometimes you have a person 
who will work for you in a precinct but they won’t give you any 
money. 

The CuarrMan. I have found very few who gave you money that 
didn’t support you, though. 

Mr. Fuiecx. I don’t know. I have some precinct captains who 
expect money from me. 

The Cuarrman. Is Mr. Notaro a banker? 

Mr. Fuecx. Is he a banker? 

The Crarman. Is he connected, or is he an officer of a bank, in 
addition to this tabulating company; is he a banker? 

Mr. Fixcx. I think he is connected with the Central National Bank. 

The Cuarman. Did Mr. Hintz obtain campaign contributions from 
Mr. Leon Marcus in the 1952 Stratton campaign ? 

Mr. Fiecx. Did he? I was under the impression that he did. 
I can’t say for sure. 

The Cuatrman. From what other bankers did Mr. Hintz invite or 
obtain contributions for the 1952 Stratton campaign ? 

Mr. Fiecx. The first part of that I didn’t get, Benator: 

The Cuarrman. From what other bankers did Mr. Hintz invite 
or obtain contributions for the 1952 Stratton campaign? 

Mr. Fixeck. None, to my knowledge, Senator. 

The Cuarrman. Did you request or receive money for Mr. Strat- 
— 1pes campaign for Governor from other bankers than Mr. 

intz? 

Mr. Friecx. No, sir. 

The CHarmman. Did you say at any time that contributions were 
desperately needed to Mr. Stratton’s 1952 campaign for Governor?! 

Mr. Fiecx. Did I say that to whom? 

The Cuarmman. Anybody. 

Mr. Fiecx. Well, sure. 1 was anxious to win. 

The Cuarrman. Did you say it to Mr. Hintz? 

Mr. Fieck. I might Sane 

The Cxarrman. Did you have any difficulty, considerable difficulty 
in raising money for that campai 

Mr. Fuieck. In the first part of it, Senator, we had a lot of trouble, 
but after things got rolling it was a little easier, as I understand it 
from the treasurer. 





ILLINOIS BANKING SITUATION 975 


The Cuarrman. In the course of your soliciting campaign funds 
for Mr. Stratton, did the fact that Mr. Stratton was the State treas- 
urer, controlling State deposits in banks, ever come into the conver- 
sations with bankers? 

Mr. Fuecx. Not as far as I was concerned. 

The Cuarmman. You didn’t consider that a factor of any signifi- 
cance ¢ 

Mr. Fiecx. Not me, Senator; not I. 

The Cuarrman. Did Mr. Hintz ever mention it to you? 

Mr. Fieck. No, sir; he didn’t. Mr. Hintz was a very personal 
friend of mine, and the only reason he ever came into the campaign, as 
far as I know, was because of my request. 

The Cuarrman. Had Mr. Hintz been helpful to you in raising con- 
tributions for Governor Stratton’s campaign for reelection ? 

Mr. Fiecx. Not to my knowledge, no, sir; not for Governor Strat- 
ton’s campaign, that I know of. 

The Cuarrman. Do you make a distinction between Mr. Stratton 
and the Republican ticket? 

Mr. Fiecx. Now, Senator, you have got me there. He is part of the 
ticket. Probably you are right in that instance. I didn’t think of 
it—I thought you mean especially for him alone. 

The Cuarrman. You put it in your own language. I don’t wish to 
put any words in your mouth. 

Mr. Fieckx. Are you referring now to these contributions he made 
to me, Senator? 

The CuatrmMan. I am leading up to that. I am trying to make a 
record. Iam asking you now, Has Mr. Hintz been helpful in raising 
contributions for Governor Stratton’s campaign for election, and it 
is perfectly proper to say as a team, as a whole group. 

Mr. Fiecx. Let me say this to you: This was.a project of my own, 
that this money was to be used for. I am sure that I will be able to 
develop it. It wasn’t especially for Governor Stratton’s campaign 
nor for his funds, and I told that to Mr. Wallace, I am sure. f had 
a little project of my own that I was trying to develop, and I used 
this contribution to put in there. 

The CuarrMan. One thing that has occurred to me, you have been 
quite willing to say you solicited funds for Stratton in 1952. Is there 
any reason you solicited funds for Mr. Stratton in 1952 that you 
wouldn’t solicit them in 1956? 

Mr. Fiecx. This is—you are talking about 1956 or 1955? In 1955, 
if that is what you are referring to, Stratton had a policy at that time 
not to have campaign funds collected for him until he was an an- 
nounced and avowed candidate. 

The Cuarrman. Well, Mr. Hintz contributed to Mr. Stratton’s cam- 
paign in 1952, if I remember. 

Mr. Frixeck. That is right, Senator. 
ee Now, do you remember how much he contributed 
in 

Mr. Freox. No, sir; I don’t. 

The Cuamman. How much did Mr. Hintz contribute in the present 
campaign, 1956 ? 

r. Fixck. Nothing—in 1956, nothing that I know of, in 1956. 

The Cuamman. Was it only in 1955? 
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Mr. Fiecx. In 1955 he gave that to me personally, Senator. That 
was given to me. It was a personal contribution to me to be used, I 
thought, without any strings attached, but I intended to use it for 
the entire State ticket. 

The Cuamrman. You feel perfectly free to describe exactly what the 
situation is with regard to the 1955 contribution. What was said; 
what did Mr. Hintz say ; how did it occur? 

Mr. Fuiecx. In June_1955, Mr. Hintz came to me and he said he 
would like to have lunch with me. So we went to lunch and we sat 
down, and he said, “Charley, we would like to do for you what we 
have done for the others.” He says, “Here is a personal” —— 

The Cuarman. Who are the others? 

Mr. Fiecx. I thought he meant candidates in the other party, that 
is what occurred to me, and that is what I told to Mr. Wallace. And 
then he said, “Here is a contribution from Marcus personally.” 

Now, that is as close as I can remember his words. I think the idea 
is there. And I thought at that time there weren’t any strings at- 
tached to it. I thought it was a personal contribution. But I had a 
project that I was developing, that ever since I was made public 
administrator I wanted to make a contribution to the 1956 campaign. 

After all, I am a ward committeeman of a long time, and I know 
you have to look forward and anticipate campaigns, and I as one of 
the people at the top of this group here in Cook County felt I ought to 
make some contribution, and my contribution was to take four news- 
paper articles and this plus money I was raising, saving myself, and 
that I intended to raise, I was going to put this money in with it to do 
that as a contribution to the campaign, and I believe I told that to 
Mr. Wallace. 

The Cuarrman. Mr. Wallace? 

Mr. Watuace. Mr. Fleck, when I asked you, “Is this for Stratton’s 
campaign?” and you said, “No, the Republican campaign,” and then 
you said, “That is right, I am managing the Governor’s campaign 
now,” and I said, “You are managing the Governor’s campaign,” and 
you said, “Yes, and the State ticket,” then—— 

Mr. Fixecx. I would just—when you said, “and the State ticket,” I 
might have said that, but I was in error to this extent: I didn’t mean 
managing the State ticket. I mean that I was managing a head- 
quarters for the State ticket. 

I had rented that headquarters for this State ticket in April of this 

ear, and my office is in that headquarters immediately between, just 

tween the Governor’s and United States Senator Dirksen’s, in that 

headquarters, and when I said managing the ticket, I meant managing 
the headquarters for this ticket. 

Mr. Wattace. I would like also to point out further something 
that might help your recollection about this conversation, when you 
said, “We feel we want to do for you what we are doing for others,” 
you said, “What do you mean?” and he said, “I want to make a 
contribution. You have been good to us, and I would like to make 
a contribution to the campaign.” 

Do you know what he meant by “being good to us”? Did he have 
reference to the million-dollar deposit ? 

Mr. Frxcx: Sir, I. don’t knew what was in his mind. 
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Mr. Wanxace. Then one other point I would like to make about 
this conversation, and that is the standards by which you were 
accepting this money. 

You say, “I have a few questions the Governor always asks. Where 
did the money come from and is it Mr. Marcus’ personal money ?” 

Mr. Fiecx. Now, Mr. Wallace, when I told you that, you read prior 
to that that I said this money was for the entire State ticket, but when 
[ said that to you, I meant the advice 4 years ago, he had told me, 
“Whenever you take campaign contributions, you should always”— 
and he didn’t mean only for himself, but for amnybody—“find out where 
the money is coming from and whether there are any strings attached” 
I didn’t mean by that that Stratton was to get these moneys. 

Mr. Wauxace. It just happened that you happened to be using the 
same standards as he was? 

Mr. Fueck. Like as if you had given me that advice and I had said, 
Mr. “Mr. Wallace told me before you ever take money, do two things; 
first, find out where it is coming from, and secondly, that there are no 
strings attached,” and that is what I think I told you, wasn’t it, no 
strings attached, and find out where it is coming from? 

Mr. Watiace. Yes. “Secondly, I asked him if there any strings 
attached to it from Mr. Marcus, and he said, ‘No’; I said, “All right; 
I will put it in the campaign fund.’ ” 

But the two points I want to make are, one, you stated you were 
managing the Governor’s campaign, you were managing the campaign 
for Governor, and the State ticket, which you said, the headquarters, 
and you used the Governor’s name in the conversation with Mr. 
Hintz, and so it would lead one to belieye—— 

Mr. Fiecx. Yes; I understand it could, and I can’t say that you 
couldn’t make something out of that, but I didn’t intend it that way. 

Mr. Wautace. The staff held some interrogation of Mr. Marcus. 
We went over certain records which he had at his desk at the time. 
[ have no way of knowing whether these records were complete or 
not, they were under subpena, I believe, from the United States district 
attorney, but they were still there, so Mr. Hale and I went over the 
checkbooks of the Southmoor securities A account, and there were 
several checks that were listed there, and although these checks were 
made for cash there was a notation on the stub as to what their 
purpose was. 

For example, check No. 1003, dated March 8, 1955, cash, $212.87, 
and the notation “Charles Fleck, E. A. H.” 

Mr. Fieck. I don’t know anything 

Mr. Watxace. I would assume that E. A. H. stands for Edward 
A. Hintz since he was connected with the bank. 

Mr. Fiecx. Mr. Wallace, I don’t know anything about that figure 
or any of the others that were discussed. 

Mr. Wautace. I would like to get all these checks into the record 
because they happen to total approximately $4,600, which is the 
amount I believe that you stated you collected from Mr. Hintz. 

Mr. Fiecx. And Mr. Hintz contributed to me, but let me say 
this, Mr. Wallace: I don’t know anything about those figures, nothing. 
I never knew anything about them. 

Mr. Watxace. Now, all right, I would like to get these into the 
record anyway, Mr. Chairman. 
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Check No. 1007, dated May 16, 1955, cash, $249.55, notation “Charles 
Fleck, E. A. H.” 

Check No. 1009, dated June 29, 1955, cash, $631.70, and the notation 
oi L. K.-E. A. H.,” and I would assume that “F. L. K.” stands for 

eck. 

Then check No. 1018, dated September 29, 1955, check to E. A. 
Hintz, $500, notation “per L. M.” 

Check No. 1026, dated December 15, 1955, cash, $2,529.15, notation 
“Charles Fleck, per E. A. H.” 

And then on check No. 1028, dated December 16, 1955, cash, $487.50, 
notation, “Charles Fleck, per E. A. H.” 

These actually total about—they total $4,550.67, but I would 
assume—— 

Mr. Fiecx. Could I ask you something, Mr. Wallace? 

Mr. Watuace. Yes. 

Mr. Fixck. Did you say those checks were made out to me? 

Mr. Wattace. No; they are made out to cash, but on the stubs of 
the check which is made out to cash there was a notation on them, 
and what I read off were the notations which were on the check stubs. 

Mr. Fixecx. Well, the notation—that wasn’t on the check, you say 
it was on the check stub? 

Mr. Wautacg. On the check stub? 

Mr. Fixcx. I wanted to get it clear because I don’t know anything 
about those figures. 

Mr. Wauuace. What I am stating is what was on the check stubs. 
You did receive, did you not, a total of $4,600 from Mr. Hintz? 

Mr. Fuieck. Yes, sir. 

Mr. Wauuace. And these checks total—— 

Mr. Fieck. And he told me that came from Marcus personally; it 
wasn’t his money. He said it came from Mr. Marcus. 

Mr. Wauuace. What did you do with the $4,600? 

Mr. Fixcx. I took the money and took it to my home. 

Mr. Watuace. Where did you put it? 

Mr. Fiecx. I put it in a metal container which I was accustomed 
to keeping personal campaign contributions in. I had always done it 
for many years prior, I am a ward committeeman, and when I had 
personal campaign contributions I took them to my home and kept 
them for whatever purpose they were intended for, and for expenses, 
out-of-pocket money, but in this case I wanted to save it along with 
my own to develop a purchase of advertising for the whole State ticket 
when it was developed. 

Mr. Watuiace. Were there any other contributions from other 
bankers in this tin box? 

Mr. Fieck. No, sir; there wasn’t one. 

Mr. Wauuace. Mr. Hintz was the only banker who had given you 
money which went into the box? 

Mr. Freck. That is right. 

Mr. Waxtace. Do you still have all the money ? 

Mr. Frecx. I am so-glad you brought that up. I want to say for 
anybody that might be listening im and thinks of ee my ae 
that that custom of mine is discontinued, it is abandoned, and that 
box will never have a dime in it again; believe me. 

Mr. Wattace. What happened to the—— 
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Mr. Fixcx. My wife is worried to death about that. 

Mr. Watiace. What happened to the $4,600? 

Mr. Fiecx. I returned it to Mr. Marcus. 

Mr. Wauxiace. When did you return it to Mr. Marcus? 

Mr. Fuecx. Well, on July 18, although that wasn’t the actual date, 
that is the date of the receipt. I offered it to him on the 18th with a 
receipt, but he didn’t want to sign the receipt until he talked to his 
attorney, and I said, “Well, I am not going to give you the money back 
until you sign the receipt because I want to be sure that there is no 
question that you got it back.” 

And so he went and saw his attorneys and called me back, and a few 
days later I returned the money to him in full. 

Mr. Watxacg. I would like to ask you if you would identify that 
receipt which you received. _ 

Could you come up here just a minute? Is this the receipt, here 
[indicating]? (See p. 985.) 

Mr. Fieck. That is a copy of one. Yes, that is a copy of the one. 

Mr. Wauuxace. It reads: 


To Whom it May Concern: 

This is to certify that at no time was I or the Southmoor Bank & Trust Co. 
solicited— 
et cetera. f ; ; 2 : 

Wait, there is one other thing to identify. Is this a letter—— 

Mr. CuHarrMAN. May we have order? I can’t hear it, nor can any- 
one else. 

Mr. Wattace. Is this the letter that you 

Mr. Fiecx. I read that to Mr. Marcus over the phone on the 16th 
in preparation for our meeting on the 18th, and then I handed it to 
him when I handed him the receipt and the money. 

Mr. Wauxace. Well, I would like to ask you, this is a handwritten 
letter from you which states: 

I just learned of the Federal Deposit Insurance Company’s interest and con- 
cern in the manner in which campaign contributions were made at your 
securities company. 

Mr. Fteck, Excuse me, I should have said I just read it. 

Mr. WALLACE (reading) : 


Since the contributions did not come from your bank— 
will you wait just a minute— 


there is as you say “nothing wrong” but I am afraid that the newspapers in the 
hysteria of the moment may condemn by misinterpretation or misunderstanding 
your feeling of gratitude and generosity. 
Therefore, I should like to return to you immediately these contributions, 
where they came from, to you and your friends. 
Sincerely, 


CHARLES J. FLECK. 

Mr. ry I would like to ask you if this is the money which you 
returned ¢ 

Mr. Fixox. I can’t tell; I don’t know. 

Mr. Watxace. Is this the envelope which it came in [indicating] ? 
Is that your handwriting? 

Mr. Fieck. I don’t know if that is even the envelope. 

Mr. Wauiace. Well, it has your name on it, “Charles J. Fleck.” Is 
this your handwriting? 
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Mr. Fiecx. That is my handwriting, but I don’t know if that is the 
money. ‘The envelope is in my handwriting, but I don’t know if that 


is the money. 
Mr. Wauuace. Mr. Chairman, I may say that we subpenaed this 


from Mr. Leon Marcus for a very important reason. It consists of 
forty-six $100 bills, and the money, I might say, will be returned to 
Mr. Marcus, and I would like to make the letter and the receipt to Mr. 


Marcus a part of the record officially. 
(The letter referred to follows. See p. 985 for receipt.) 
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Mr. Waxtace. I would like to state why this is important. Mr. 
Mareus gave sworn testimony in executive session before this com- 
mittee. The point is in this regard that Mr. Marcus’ bank was in 
difficulty. It had been in difficulty since 1953, and the reason it was 
in difficulty is that the bank, as was known, was in an overloaned 
position. el 

This means that in order to make more loans or to justify the amount 
of loans he has, he had to have more deposits of funds, so I asked him 
in this sworn testimony on September 4, 1956, in room 227, United 
States courthouse, 12: 15 o’clock p, m.: 


Mr. Watiace. Mr. Marcus, starting in 1953 the Federal Deposit Insurance 
Corporation began calling your attention to certain practices in the Southmoor 
Bank. Can you tell us what practices they had reference to? 


First he says, “No, sir,” but ultimately I say: 


Was it the banking practice? 

Mr. Marcus. Not illegal. 

Mr. WALLACE. I am not saying it was illegal, but was it the practice? 

Mr. Marcus. They thought they would like to have it more diversified, and I 
am a great believer in real estate. 

Mr. WALLACE. Yes. 

Mr. Marcus. And I felt that good FHA loans and good GI loans were better 
than other securities. 

Mr. WALLACE. Yes. 

Mr. Marcus. And it turned out so because if it wasn’t for that, I don’t think 
this bank would have ever survived as it did. 

Mr. WALLACE In other words, they also said that you tended to be overloaned. 
Does this mean on the securities where you had more total loans out? 

Mr. Marcus Total loans? 

Mr. Wattace. Total loans. You had an awful lot of total loans in comparison 
with capital, their assets. 

Mr. Marcus. I had hardly any unsecured loans. The total was too high. They 
criticized for. 

Mr. Watace. Total in relation to what? In relation to your assets? 

Mr. Marcus. Of our assets and deposits. 

Mr. WatLaAce. I.see. Your assets and deposits. Your total was too high? 

Mr. Marcus. The total was too high and they criticized it. 

Mr. Wa.ace. Is is not a fact that since the Federal Deposit Insurance Corpo- 
ration began in 1953 criticizing you for being overloaned——— 

Mr. Marcus. Yes, sir. 

Mr. WALLACE. Namely, that you had more loans than you had assets and 
deposits? 

Mr. Marcus. Yes, sir. 

Mr. WALLAcE. That this put you under some pressure to get more deposits? 

Mr. Marcus. Yes, sir. We always worked for more deposits. 


Senator Douglas, who was presiding at this meeting: 


But this was a special pressure for more deposits in view of the warning that 
the FDIC had issued to you? 
Mr. Marcus. Well, it would be a question of either having more deposits or 
cut down on the loans. 
Mr. Watiace. Mr. Hintz at that time was your executive vice president ; is that 
correct ? 
3 _ Marcus. He was our executive vice president, the main banker at our 
ank, 
Mr. Wattace. Your main banker? He got, I think you testified before. have 
you not—Mr. Hintz brought accounts to the bank, private accounts? 
Mr. Marcus. Oh, yes, sir. 
Mr. WatLace. And also public accounts? 
Mr. Marcus. I considered him a very able banker with a high reputation. 
Mr. Watrace. And I believe you testified that with respect to public deposits 
Mr. Hintz handled that for you? 
Mr. Marcus. Yes; he handled most of those large deposits. 


83551—56—pt. 2——47 
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Mr. Wattace. And I believe you testified, and you correct me if this is not 
true, I believe you testified that Mr. Hintz was a good banker, that he got 
private deposits and public deposits? 

Mr. Marcus. Yes, sir. 


Mr. Wattace. But in the process of doing this he had certain expenses? 
Mr. Marcus. Yes, sir. 


Mr. WatLace. And the purpose of these cash expenses which you wrote, and 


you discussed previously, were to help him get more public deposits and private 
deposits? 


Mr. Marcus. More deposits. 
Mr. WALLACE. More deposits? 
Mr. Marcus. More deposits. 


Senator Doveias. And you knew that this included public deposits? 
Mr. Marcus. I would say “Yes.” 

Mr. Wa.tace. Well, you stated that. Is it true? 

Mr. Marcus I would say “Yes.” 

Mr. WALLACE. Well, yes. 


Mr. Marcus. Naturally, if he had to spend some money for himself, expenses, or 
giving it away, I personally didn’t care what he did with the money as long as 
he brought in deposits. 

Mr. Wattace. Do you see what we are driving at in this investi- 
gation? This bank since 1952 had been under severe criticism from 
the Federal Deposit Insurance Corporation for being in an over- 
loaned position. This bank needed deposits. 

Mr. Fixecx. Well, somebody kept it a secret. I really didn’t hear 
about it anywhere, but they were in trouble. 

Mr. Wauxace. I understand that. 

Mr. Fixecx. Nobody out in this area did, because I never read one 
thing derogatory to that bank. 

The Cuarman. Mr. Fleck, as I understand it, there is no question 
about this letter being in your handwriting? You examined that; 
is that correct? It is marked “Exhibit A.” 

Mr. Fiecx. Yes; the handwriting is mine. 

The Cuarrman. You wrote it; didn’t you? 

Mr. Fixcx. Yes, sir; I don’t remember what is all in it, I am not 
going to say that they testified that I was—that absolutely everything 
in there is right, because-I don’t know, but I haven’t read it. What is 
that, the letter you showed me, Bob? 

The Cuamman. Youcan take it and read it if you like. 

Mr. Wauuace. Yes. 

The Cuarrman, I will read it to you, if you like. 

Mr. Frecx. No; that is all right. at is the one Bob showed 
me. ItisO. K. 

The Cuarrman. This one is dated July 16, and it is addressed to 
“Dear Mr. Marcus :” Up in the left-hand corner—— 

Mr. Fixcx. Well, the only thing I disagree with in there, Senator, 
I don’t want to interrupt you, but to shorten it up, the one part I 
pointed out to Mr. Wallace before, when I learned—I mean I read 
about it, about that time there were some articles in the paper about the 
Federal Deposit Insurance Corporation, that is the only thing that 
would be at a variance as far as I can see. ‘ 

The Cuatrman. I don’t see any variance between saying, “ I just 
learned” or “I just read.” 

Mr. Fixecx. Between you and me, IT am so lousy with words that 
I don’t want anything to come around here and hamper me. 

The CuarrMan. I think the letter is quite clear. 

Mr. Fixcx. O. K., Senator, if you say so, it is all right with me. 
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The CuamrmAn. I would like to ask you a little about it: This is 
July 16. What had happened that caused you to be concerned about 
this particular contribution ¢ 

Mr. Fiecx. Senator, I didn’t hear you. 

The Cuarrman. What had papper on July 16 or just prior thereto 
that caused you to write this letter 

Mr. Fiecx. Well, there were so many mrevenpee stories, it involved 
the bank, and they were getting around to the Southmoor Securities 
Co. and involving that, and I thought about the interlocking directories 
and the Hodge envelope, and there were so many things in my mind 
[ thought it was the thing to do, to return the money. 

The Cuarrman. I wanted to just see what you had in mind. You 
say: 

DEAR Mr. Marcus— 


this is Mr. Leon Mareus; isn’t it ? 

Mr. Fieck. Yes, sir. 

The CHAIRMAN (reading) : 

I just learned of the Federal Deposit Insurance Company’s interest and concern 
in the manner in which campaign contributions were made at your securities 
company. 

You say: 

The manner in which campaign contribution were made at your securities 
company. 

That has 
Mr. Fieck. Well, if I understand, Mr. Paschen’s name and mine 


and somebody else about that time was brought out in the newspaper. 
The Cuarrman. Tocontinue: 


Since the contributions did not come from your bank there is, as you said, 
“nothing wrong.” 

When had Mr. Marcus said to you there was nothing wrong? Did 
you talk to him on the phone ¢ 

Mr. Fixeck. Yes, sir. 

The CuarrMan. Just prior to your writing this letter ? 

Mr. Fieck. Yes, sir; about a week before. I told that to Mr. Wal- 
lace at the time, I am sure it is in that record. 

The Cuatrrman. Then you continue—— 

Mr. Fiecx. In other words, he was trying to dissuade me from re- 
turning the money. He said, “There is nothing wrong, keep it,” but I 
didn’t want to keep it. 

The Cuarrman. Why were you so anxious to return it? 

Mr. Fieck. Because time has proven I was right, it should have 
been back, I should have never taken it in the first place, the contribu- 
tions. I wouldn’t be in all this difficulty for nothing. 

The Cuamman. Then you continue: 

But I am afraid that the newspapers in the hysteria of the moment may con- 
demn by misinterpretation or misunderstanding your feeling of gratitude and 
generosity. 

Had Mr. Marcus made clear that this was just gratitude? 

Mr. Fieck. Well, that was the impression I had although I don’t 
know what his motives were. It is just an impression of mine, Sen- 
ator. 

The CHamman. Gratitude for what? 
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Mr. Fixcx. Well, I suppose for what I had—for giving me the 
moriéy, the-——— 

The Cuarman. I don’t follow you. Gratitude for what? 

Mr. Fiecx. What is that question? Well, gratitude maybe for the 
deposits, that he was grateful for the deposits. 

The Cuarrman. That you put in his bank? 

Mr. Fircx. I know you want me to say that, and that is why I re- 
turned it. 

The Cuarrman. I only want you to say what the facts are, I don’t 
care what you say except the truth, if you will tell that—— 

Mr. Fiecx. Well, I felt after thinking the whole thing over and all 
this*stuff came out about contributions and percentages, and every- 
thing, it then dawned on me that possibly this is the reason they made 
these contributions. 

The CHairman. That is right, and that is what you believed was 
his gratitude? His gratitude was for the deposits? 

Mr. Fiecx. Later. 

The Cuarrman. That you put in the bank? 

Mr. Fieck. Yes; after awhile. 

The Cuarrman. And then to finish it: 

Therefore, I should like to return to you immediately these contributions 
whether they came from you or your friends. 

What do you mean, “your friends”? 

Mr. Fiecx. Senator, at that time I didn’t know where this—we 
didn’t have any discussion, Mr. Hintz and I, except him telling me they 
came from Marcus personally. 

Now, I didn’t know if he went out and collected it from somebody 
and got a group together, maybe, the directors in the bank and differ- 
ent people, or if they came from Marcus himself, and I just put that 
in. I didn’t know where the funds came from. 

The CHarmman. In this conversation you referred to above you 
said he had told you that it came from him personally and there was 
nothing wrong with it; didn’t you. 

Mr. Fixeck. Well, that makes a lot of difference, what he told me and 
what the actual facts might have been. 

The Cuarrman. Oh, you questioned whether he was telling you the 
truth or not? 

Mr. Fiecx. I guess, Senator, at that time you would have, too. 

The Cuarrman. “Please call me on our semiprivate”—some kind of 
State—“phone, State 2-165.” 

What is a semiprivate phone? 

PBs Fieckx. Well, it is a number, it is a number that we have on our 
ar 

The CuarrMan. I thought it is either private or not. I never heard 
of a semiprivate phone. 

Mr. Fuiecx. I told you, I can’t handle words. 

The CHarrMan. Finally: 


Sincerely, Charles J. Fleck. 


Tell me, did Mr. Marcus call you on that semiprivate phone? 

Mr: Fueck. I don’t remember, Senator, but we got in touch with 
one another a short time later. 

The Carman. Then on July 18 there is this copy about which I 
believe there is no—you don’t question this? 
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Mr. Fureck. No, sir. 
The CuarrMan. I will read: 


To Whom It May Concern: 

This is to certify that at no time was I or the Southmoor Bank & Trust Co. 
solicited, nor did we offer to contribute, nor did we contribute to any person, 
ineluding the public administrator, or any campaign fund in return for the 198 
separate trust accounts on deposit from that office in our bank. These deposits 
were made only because of friendship existing between the public administrator 
and other officers of the bank. 

I further certify that from my personal account and on my own volition I 
made campaign contributions, all of which on this day, July 18, 1956, have been 
returned to me in full. 

Now, that certification—why did you think that was necessary, to 
have that certification ? 

Mr. Fiecx. Senator, in the first place I wanted to be sure that—and 
it comes in now—I never solicited that bank for a contribution or for 
anything, nor have I solicited Mr. Marcus or Mr. Hintz. 

I wanted the first part of that to show that. TI wanted the second 
part of that to show that I gave him the money back. 

Now, Senator, there have been 16 other banks that I have got money 
in, and I am sure that Mr. Wallace has talked to every one of them, 
and believe me, there has been no certification [solicitation?] by me to 
anyone, nor has anyone ever said they have given me a contribution or 
anything. 

That is the only bank involved, and I am sorry that I ever got into 
the position of allowing them to give me a campaign or a political 
contribution. 

The Cuatrman,. Tell me, if you have never solicited any funds from 
anyone why would the Governor appoint you public administrator ? 

Mr. Fixecx. What has that got to do with being appointed public 
administrator ? 

The CHamman. It is normal, I think, in-these matters—and you 
were his campaign manager—that campaign managers do solicit funds. 
Why were you the exception that didn’t sofieit anything? 

Mr. Fiecx. But, Senator, you said as public administrator, 

The Cyamman. No, as campaign manager, but you, if you were 
campaign manager and didn’t solicit any funds, would be a very un- 
usual one; wouldn’t you? 

Mr. Fiecx. Well, I didn’t say that I didn’t try to get funds for his 
campaign. 

The CHarrman. I misunderstood you, I thought you said you hadn’t 
solicited from any bank. 

Mr. Fieck. Oh, no. Oh, from any bank, yes. I mean, but from 
other people, other individuals, my personal—— 

The Cuairman, This is the only bank you ever asked for funds? 

Mr. Fieckx. Senator, I never asked that bank or any bank for funds. 

The Cuamman, Oh, you didn’t ask this bank? 

Mr. Fixeck. No, sir; it was unsolicited. 

The CuarrmMan. You testified a moment ago you asked Mr. Hintz 
to help you in 1952. 

Mr. Fiecx. In 1952, but this is 1955, Senator. 

The Cuamrman. Oh. What would be the difference of why you 
wouldn’t have asked him in 1955 as between 1952? 

Mr. Fiecx. Why I wouldn’t ask him? 

The CHatrman. Yes; what was the difference? 
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Mr. Fieck. It wasn’t necessary, it came unsolicited, Senator, [ 
didn’t ask him for these funds. 

As a matter of fact, I told Mr. Wallace it came partly as a surprise 
even though I was grateful to get them. 

The Cuatrman. One last thing. This writing of your letter—[ 
didn’t want to leave any question in the record—do you acknowledge 
that the writing on the envelope is yours? 

Mr. Fixcx. Yes; that is my writing, Senator. 

The Carman. How much do you make as public administrator? 
. Mr. Fiecx. Senator, I don’t know. At this very time we are 
having an audit made. You can’t tell because—— 

The Cuairman. How much did you make in 1954? 

Mr. Fixcx. Nothing. I lost money. 

The Cuarmman. And 1955? You lost money? 

Mr. Fixck. Yes, sir; I don’t know how much even yet. We can’t 
tell that. You see, this office, Senator—you have to be in at least 2 
years before your estates, you close enough estates to catch up with 
what your expenses have oe It is only this year that we have 
started to make money, and I will have been—after the first 214 years, 

The Cuatrman. There is a statement in the paper that it is worth 
$100,000 a year. 

Mr. Fiecx. I hope it is, but believe me, it isn’t, Senator. 

The Cuarrman. It is not? 

Mr. Fuiecx. I have been told by my predecessor it runs between 
$30,000 and $35,000 a year. 

The Cuarmman. Do you pay income tax on what you make out of 
this office, or is it tax free? 

Mr. Fixcx. You pay income tax on it, Senator. 

The Cuatrman. You ought to know what you make. 

Mr. Fiecx. I haven’t—Senator, I haven’t made any. I have only 
got in the last part of 1953, but I did pay—I have an estimated tax I 
ay. 

The Cuarrman. When you said that you were the manager of the 
1952 campaign and you just assumed you were still manager of Mr. 
Stratton’s campaign, were you in 1952 the manager of anyone else’s 
campaign besides Mr. Stratton? 

Mr. Fieck. No, sir, Senator. 

The Cuatrman. Well, then, why in 1955 did you assume, or in 1956 
did you assume that you were anybody else’s campaign manager other 
than Mr. Stratton? What had happened that made you believe you 
rh api been representing some other candidate for the party as a 
whole? 

Mr. Frecx. I didn’t get that. You mean other—— 

The Cuamman. There was reason for you to assume that there was 
a continuation of your relationship with the Governor, wasn’t there! 

Mr. Fixcx. That is right. 

The Cuarrman. What reason was there for you to assume you rep- 
resented anyone else on the ticket ? 

Mr. Fixck. Because, Senator, I didn’t say I was campaign manager, 
I want to make that clear. I was ordered in April of this year to rent 
a headquarters for the entire State ticket. 

The Cuamrman. Who ordered you? 
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Mr. Fixck. The governor called me up and told me to get busy 
and get a headquarters for the entire State ticket. I went all over 
the Loop. 

The CuairmAn. Go ahead, 

Mr. Fieck. Excuse me. I went all over the Loop and finally found 
a headquarters at 120 South LaSalle Street. It was a good portion of 
that floor. 

I devised the layout of all the space for every single one of the 
candidates from the State treasurer up to the United States Senator. 
I did all the work in laying it out, remodeling it, seeing that the 
office furniture was put in, that it was stamped. I did all the work 
with the help of a few assistants. 

In other words, if that doesn’t lead me to believe that I got some- 
thing to do with it, I would like to know what would. 

The CuarrMan. Did anyone other than the governor contact you 
relative to this work, did he order you to do it ? 

Mr. Fizck. Every one of the candidates on that ticket has been in 
that headquarters in his office. 

The Cuarrman, I didn’t ask you that. Did any of them ask you to 
represent them ¢ 

Mr. Fieck. No, the governor was the man that was doing the 
organizing. 

The CuarrMAN. He is the only man that asked you that? 

Mr. Fiecx. Senator, the governor was the man that they left this 
job to. 

The Cuamman. He heads the ticket? 

Mr. Fieck. That is right. 

The Cuamman. Did Mr. Hodge ask you to do anything for him? 

Mr. Fiecx. No, sir, Hodge nor no one else. The governor told me. 

The Cuairman, That is what Imean. He is the only one who asked 
you. That is why you assumed you were acting for the governor, 
is that not right? 

Mr. Fieckx. That might be one of the reasons, Senator. 

The CuarrMan. Were there any other reasons 

Mr. Fixck. I just took it for granted that I was so close to him and 
had been over the years, there was no disturbing relationship between 
he and I, and I couldn’t see any reason why I wouldn’t continue in that 
same position. 

The Cuarrman, I can’t understand why anything has happened, 
why any other candidate would assume you represented him. You 
don’t see any reason why they should either, do you? 

Mr. Fizck. No, sir, nor does any other political writer in this 
area. 

The Cuamman. Is there any position in Cook County under the 
control of the Governor that is more important than your position ? 

Mr. Fiecx. In Cook County ? 

_ The CHAIN. Any that pays any more than the public admin- 
istrator 

Mr. Fiecx. Well, Senator, you mean—all the others are set forth 
by statute, I believe. 

The Cuamman. I am talking about any that the Governor can 
appoint. He appointed you, didn’t he? 

Mr. Fieck. macnn all the directors, but their salaries are set. 


by statute. This is a varying thing, I could lose money in this office if 
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I didn’t watch the overhead and other things. This doesn’t mean 
just because you have the job that you make a set amount of money. 
If a man doesn’t watch the office carefully and see that it is staffed 
right, you could lose, and I was warned about that before I took over 
by one of the biggest lawyers in this town. 

The Cuarrman. There has been experience in this office on which 
you can fairly well rely, hasn’t there, over the years? 

Mr. Fixck. Senator, yes. 

The CHarrman. Yes. It isn’t completely an unknown quantity, 
what you are dealing with, is it? 

Mr. Fiecx. No, Senator, but it is a varying—as you said before, 
have I caught a good estate? Believe me, only 1 out of the 31,—I 
think it is 3 years now—1 good estate, and that is unusually bad. 

The CuatrmMan. Tell me, Mr. Fleck, what is the difference in your 
opinion between collecting contributions in 1955 for use in 1956 and 
collecting in 1956 for use in 1956? Why should there be any difference? 

Mr. Fiecx. Senator, I am a ward committeeman, and at the end 
of this term I will be a ward committeeman for 25 years, and let me tell 
you something: I have expenses every day because politics, being a 
ward committeeman is a day-by-day business. You accept political 
contributions at any time. I have known men elected to who 
started out collecting contributions the day after they are elected. 

Asa matter of fact, Senator, and this is not in derogation, but when 
I was in the cabinet, when Stevenson was elected Governor of Tlinois, 
he had a deficit that he had to meet, and he collected political contri- 
butions after he was elected Governor, and he needed them, I know 
he needed them, and he didn’t do it illegally, immorally or wrong- 


fully. He needed them, and he did it, and it was in the paper: pub- 


lished here, and there wasn’t anything wrong about it. He had men 
that he hired for his cabinet, and the pay wasn’t commensurate with 
their worth, and he got these contributions in order to induce these 
good men to come in his cabinet. 

I know it, and he did a good job, and it was right that he did it, too. 
I would have done it. 

The Cuarrman. Then you don’t agree with the Governor’s view that 
there isn’t anything wrong with your collecting this in 1955? 

Mr. Fueck. Senator, he is talking about his policy of campaign 
contributions. I am talking about a guy that is in the everyday busi- 
ness as a ward committeeman. He can have any theory he wants. I 
have got my theory, and I am not going to be dependent upon him for 
his. I have got a ward organization with 350 men in it that come to 
me cbnaaindy for money, picnic tickets, churches. The political 
writers in this area know what it costs a ward committeeman to oper- 
ate, and they hold daily or yearly golf days, yearly dances, picnics 
and everything, to help defray the cost of their organizations. It isa 
tough job, and any time you get a contribution you are thankful. 

The Cuatrman. I believe you said a moment ago—you quoted the 
Governor in your conversation with Mr. Hintz about finding out 
where the money is from and all that; is that correct? 

Mr. Fixecx. I didn’t hear that, Senator. My ears—— 

The Cuatrman. What was read a moment ago from your previous 
testimony is that you said to Mr. Hintz, “The Governor requires me 
to find = circumstances, whose money it is,” and so on, is that not 
correct 
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Mr. Fuieck. That is—yes, that was the theory he advanced to me. 

The CuamMman. But had he ever told you not to collect any money 
in 1955? 

2 Mr. Fieck. He never talked to me at all, but I knew what his policy 
was. I didn’t collect anything for him, but I am a ward committee- 
man. That has got nothing to do with Stratton. 

The Cuarrman. Oh, you just collected money at any time? 

Mr. Fuecx. Yes, sir, any time, and——— 

The CuarrmMan. Do you think it makes your efforts any more per- 
suasive to be known as the manager of the Governor? 

Mr. Fixecx. No, sir, Senator. 

The Cuamrman. It doesn’t? 

Mr. Fuiecx. I never used that. I collected contributions before he 
was Governor, and I was ward committeeman a long time before he 
was Governor. 

The Cnatrman. It doesn’t help you in your collections, in your 
work, to be the Governor’s representative, does it? 

Mr. Furcx. It could, but I never use it. 

The Cuarrman. Well, then, it does help you, or does it, to be able 
to make deposits in the banks? 

Mr. Fixcx. I didn’t get that, Senator. 

The Cuatrman. Does it help you any to get contributions to be 
able to make deposits of $4 million in banks? 

Mr. Fieck. Not to my knowledge. 

The Cuatrrman. No connection ¢ 

Mr. Fieckx. Because I never—TI never solicited the banks, Senator. 

The Cuatrman. You think it is purely coincidental that Mr. Mar- 
cus gave you this money, the fact that he also had large public de- 
posits from you? 

Mr. Fixck. I didn’t think about it, Senator. 

The Carman. You never though about it? 

Mr. Furck. At the time it didn’t occur to me. 

The Cuarrman. You don’t bother much about monetary matters 
anyway,do you? They are incidental to you? 

Mr. Fieckx. You don’t want me to answer that, Senator. 

The Cuarrman. That is the implication of your last answer. 

Mr. Fieck. You don’t want me to answer that. 

The Cuatrman. No, IT would like to have a little more frank ans- 
wers to a number of these questions if you would cooperate. You 
know what the purpose of this is: It is to develop whether or not there 
is a relationship between the deposit of public funds and the contribu- 
tions of banks. 

Mr. Fieck. Now, Senator, if there was an 

The CuHatrmMan. Other evidence we have had would indicate there 
is, and I don’t quite see why you are so reluctant to help develop 
it in your connection. 

Mr. Fieck. Senator, let me tell you something: If there was 
any pattern, Mr. Wallace would have heard it from other banks, 16 
other banks, and they were all personal and good friends of mine, and 
not a single one of them was asked for a solicitation, nor did they 
give me one. 

This just happened to be a coincidence, and believe me, this whole 
story is a thousand-to-one shot I got involved in. 
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The Carman. Mr. Fleck, yesterday Governor Stratton in his 
testimony before this committee stated that you were under investi- 
gation. Do you know about that? 

Mr. F.ixck. No, I don’t, but itis all right with me. 

The Carman. You don’t know that you are under investigation! 

Mr. Fixecx. No, I am glad to hear it. 

The Cuarrman. Well, he stated on page 2065 yesterday : 


Governor STRATTON. I haven’t removed him— 
that is referring to you— 


from office as yet, but we have an investigation. I was hopeful that you would 
ae a complete report before this committee, and I am getting to the bottom 
0. . 

You didn’t know that? 

Mr. Fixeck. Senator, you did a beautiful job of needling yesterday, 
you got him to make himself, commit himself, on something that he 
shouldn’t 

The Cuarrman. I didn’t needle him in any respect whatever. He 
was a very willing witness. 

Mr. F.xecx. I know he was, but he was—not for my benefit. 

The Cuarrman. I don’t know about that. 

In which bank presently is the major part of your funds? 

Mr. Fiecx. The major part? 

The Cuarrman. In which bank presently is the major part of your 
funds deposited ? 

Mr. Fiecx. Senator, the Harris Trust & Savings Bank has—if I 
am not mistaken, I think it is—I gave Mr. Wallace the figure, I 
think it is $800,000, and the American National Bank has close 
to a million dollars, but they also have along with that my active 
account. 

I have in the—let’s see—well, I think Mr. Wallace has the list now. 

Mr. Wau.ace. Mr. Chairman, may I put this list in the record? 

The Cuamman. Mr. Wallace. 

Mr. Watxiace. Which was furnished by Mr. Fleck. - 

Mr. Fieck. It might be subject to deposits since then, but the 
banks—— 

Mr. Wattace. I may say that this is a statement of reserve account 
balances of the public administrator as of August 27, 1956. 

The American National Bank, $649,500, of which the active account 
is $150,000. 

Mr. Fiecx. That was what bank? I am—— 

Mr. Wauuace. American National Bank. 

Mr. Fieck. That was the active account? 

Mr. Watuuace. Yes. 

Mr. Fiecx. We keep it about that, yes. 

Mr. Wauuace. Next is the Central National Bank, $50,000, 

Chatham Bank of Chicago, $50,000. 

Chicago National Bank, $250,000. 

City National Bank, $100,000. 

Continental Illinois National Bank, $350,500. 

Cosmopolitan National Bank, $50,000. 

Exchange National $350,000. 

First National Bank of Evanston, $50,000. 
Harris Trust & Savings Bank, $800,000. 
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Lake Shore National Bank, $200,000, 

Lake View Trust & Savings Bank, $200,000, 
Northern Trust & Savings Bank, $100,000. 
Sandwich State Bank, $100,000. 

South Shore National Bank, $100,000. 
LaSalle National Bank, $25,000. 

We will insert the table in the record. 

(The table referred to follows: ) 


Cook County Public Administrator funds on deposit in demand accounts, Aug. 27, 
1956—Charles F. Fleck, Public Administrator 


American National Bank (active account about $150,000) 
Central National Bank 

Chatham Bank of Chicago 

Chicago National Bank 

City National Bank 

Continental illinois National Bank 

Cosmopolitan National Bank 

Exchange National Bank 

First National Bank of Evanston 

Harris Trust & Savi Ban 


Sandwich State Bank 
South Shore National Bank 
LaSalle National Bank 


Total 


Mr. Watiace. I may say that this statement of August 27 is after 
the removal of the $1 million deposit of Southmoor Bank and an 


or deposit at the Bank of Elmwood Park, both of which were 
removed, 

Mr. Fixeck. Yes; that is it. 

Mr. Watxace. This is after that was done? 

Mr. Fiecx. Yes; that is right; Mr. Wallace. 

The Cuarrman. Mr. Fleck, are these accounts audited ? 

Mr. Fieck. Are they what? 

The Cuatrman. Audited? Does anybody check the accuracy of 
these accounts? 

Mr. Fieck. These that Bob read? 

The Cuarrman. Yes; your accounts in these banks. 

Mr. Fieck. Yes. 

The Cuarrman. Who does? 

Mr. Fiecx. You mean makes sure that those are the exact figures 
in that list? 

The Cuarrman. You know what an audit is, don’t you, of a bank 
or of any financial institution ? 

Mr. Fieck. Well, yes, sir. 

The Cuamrman. Well, is your office audited ? 

Mr. Fieck. Audit the accounts? 

The Cuatrman, Yes, sir. 
: Mr. — They put the money—they take the money and they put 
1t1n @ Dank, : 

The Cuamman. You do that. Who checks the accuracy of these 
commercial accounts ? 

Mr. Fieox. Oh, my bookkeeper, Miss Winkler. 

The Cuarrman. And no one else? 
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Mr. Fiecx. Well, she tells me, she says, “We are going to make 
deposit in the bank,” and she— 

The CHarrman. You misunderstand. Is there any independent 
audit, is there an auditing account—— 

Mr. Fixecx. Oh, yes; I am having a firm go over those books right 
now. 

The CHarrman. What I mean is, as a regular procedure does the 
State of Illinois make provision for the auditing of the moneys under 
your control? 

Mr. Freck. No; no, sir. 

The Cuarrman. They do not? 

Mr. Fiecx. There is no provision at all. 

The Cuairman. No provision for audit? 

Mr. Frecx. No. 

The Cuarrman. Either by the State officials or by an independent, 
private firm; is that right? 

Mr. Fiecx. There is no provision in the law for that. 

The CHarrman. What happens to money that falls within your 
jurisdiction if the heirs are not discovered ? 

Mr. Fixcx. That is returned to the county treasurer. That nioney 
is deposited ; it goes to the county treasurer. 

The CuarrMan. Does it accrue to the county or the State? 

Mr. Fieck. I think it accrues to the county. 

The Cuarrman. Is there very much money of that kind? 

Mr. Fieck. Very little, Senator. I think it is about 10 percent; 
that isabout it. It is small in relation to the total. 

The Cuarrman. Did I understand a moment ago that you said in 


1952 you did collect money for Governor Stratton and you were 
his campaign manager ? 

Mr. Fuieck. That I secured contributions for him. 

The CuarrMan. You did secure contributions for him? I thought 
there may be some misunderstanding. Governor Stratton yesterday 
testified on page 2062 : 


Governor Srratron. That is correct. As a matter of fact he— 
that is referring to you— 


didn’t collect money or disburse for me in the 1952 campaign. The only man 
who had the authority to act in that capacity, including the paying of the 
employees in the headquarters and other departments, was the treasurer. 

How do you explain that one? 

Mr. Fieck. Senator, I secured contributions for Governor Strat- 
‘on and had the people send it directly to him or directly to his 
treasurer. I made no disbursements. i decided what bills should 
be paid, and on the budget that he set up for me, the treasurer paid 
them, but I certainly got people to contribute to his campaign, and 
plenty of them. 

The Cuarmman. Are the accounts that you have deposited in these 
various accounts insured by the Federal Deposit Insurance Corpora- 
tion? . 

Mr. Fixcx. To the best of my knowledge they are. I know they 
were in the Southmoor Bank, and at the time I withdrew the money 
I know they were at the Elmwood Park Bank. I had letters to that 
effect. I showed them to Mr. Wallace, didn’t I, Mr. Wallace, show 
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vou letters from the Federal Deposit Insurance Corporation show- 
ing that the 198 accounts were guaranteed { 

Mr. Wattace. Yes, they were insured. wis 

The CHaran. Is a separate account maintained for each sepa- 
rate estate ? t F 1 

Mr. Finck. No, sir, it would be a physical—impractical, because 
there are 1,300 estates, and with the entries and everything else the 
cost itself would be prohibitive. 

The CuHarrmMan. From the total shown in that list that we read a 
moment ago, it seems that about 50 percent of all your funds had 
heen in 2 banks, that is, the Elmwood and the Southmoor. 

Mr. Fiecx. They were in—— 

The CHamman. Yes. What was the reason for that! 

Mr. Fiecx. Because my friends were in those banks, and I 
thought—I didn’t know anything derogatory to the banks. 

The CuamrMan. Was it also because they raised money? 

Mr. Fuecx. No, sir, Senator. 

The Cuarrman. Well, Mr. Hintz did raise money for you, didn’t he ? 

Mr. Friecx. Yes; but that wasn’t because of it. You said be- 
sause of it. 

The Cuatrman. Did Mr. Frisk, of the Elmwood, raise money for 
you! 

’ Mr. Fixeck. He didn’t give me any money. I understand he raised 
money for the Governor’s campaign or gave him a contribution, but 
he never gave it to me. 

The CuarrMan. But he did raise money for the Governor? 

Mr. Fieck. In 1952, I believe. 

The Cuarrman Don’t you think that is the way he got the money 
for the bank ? 

Mr. Fieck. No, sir; because he wasn’t a director and had no idea 
of becoming a banker at that time, to my knowledge, because I don’t 
think he got into the bank until 1954, did he, Mr. Wallace? 

Mr. Watiace. Mr. Chairman. 

The Crairman. Yes, Mr. Wallace. 

Mr. Watxace. At the time he approached you with respect to put- 
ting money into the bank I think Mr. Frisk has testified that he came 
to you as a director of the Elmwood Bank and pointed out that he 
had made contributions to the Governor’s campaign, and then wasn’t 
it proper for you to put a sizable amount on deposit at the bank. 
Does that square with your understanding of it ? 

Mr. Fieck. Well, Mr. Wallace, let me tell you. Mr. Frisk, as you 
know now, is a very, very personal friend of mine. Our families are 
friends. This is not a long-arm arrangement. We take vacations 
together, we are very close, the families visit back and forth, and 
that might have been one of the reasons he advanced, but even if he 


hears advanced that I would have done it for him on a friendship 
asis. 


Mr. Watiace. We just want to make the record clear that that was 
one of the reasons it was advanced. 


_Mr. Fiecx. He might have said that, but I might have done it for 
him anyhow. 


The Cramman. How long is an account for a particular estate 
kept on deposit ? 
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Mr. Fixeck. For a particular estate? Senator, it depends entirely 
upon how long it takes us to find heirs. We find in estates where the 
heirs are behind the Iron Curtain that they sometimes are kept open 
for as long as 3 years. It is an awful tough job to get an heirship 
there, or sometimes an Asiatic heirship, in Japan or China or some of 
the hinterlands, and especially in South America, but normally, a 
normal run of a case, if our heirship goes through all right, would be 
about between 12 months and 18 months. 

The aaoreae Is the average cost of administering estates about 
10 percent 

r. Fieck. Oh, Senator, I don’t know, I am having an audit made 
now. No public administrator has ever had an audit made of his 
complete office to give a breakdown of those figures, and out of my 
own pocket—I am paying for this audit—and I have hired a very 
reliable firm here, and they are going through every record, every 
book of the 1,300 estates to give me 2 htealedentn on just about what 
it would cost on a thousand or more basis. 

The Cuarrman. What firm have you hired to do the auditing? 

Mr. Fixecx. Marshall, Berman, Niebergul & Co. 

The Cuarrman, Is it true that the public administrator must raise 
the capital necessary to finance the equipment and operation of the 
public administrator’s office during his term ? 

Mr. Fiecx. Yes, sir. 

The Cuarrman. You borrowed $15,000 from the American National 
Bank and $10,000 from the Bank of Elmwood Park to help raise this 
needed financing ? 

Mr. Fiecx. Yes, sir. 

The Cuarrman. At the time you made the loan at the Elmwood 
Bank did you know that you were going to place your funds there? 

Mr. Fiecx. I already had funds there, sir. 

The Cuarrman. You had already put them there? 

Mr. Fieck. Oh, yes, I had them there for about 6 or 8 months 
before, I forget what—it is about that time, I think. I think I put 
the funds in in early 1954 and made this loan in the latter part of 
1954. 

The Cuatrman. Who requested you to deposit funds at the Chat- 
ham Bank? 

Mr. Fieck. My attorney, Mr. Theodore Zahler, who was at that 
time one of the attorneys in my office. He asked me if Iwouldn’t— 
he is the attorney for the bank also—he asked me if I wouldn’t put 
funds in there. 

The Cuarmman. Theodore Zahler? 

Mr. Fiecx. Z-a-h-l-e-r. 

The Cuamman. Did he also ask you to open a public admininstra- 
tor’s account with the South Shore National Bank? 

Mr. Furcx. Yes, sir, Senator. 

The Cuarrman. Who requested the public administrator to make a 
deposit at the Chicago National Bank? 

Mr. Fiecx. Chicago National Bank? That was through the presi- 
dent, Lester Armour. 

The Cuarrman. Who asked you to open an account in the Conti- 
nental Illinois Bank? 

Mr. Fiecx. It came through the president, Mr. Carl Birdsall. 

The Cuarrman. Anyone else speak to you about it? 
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Mr. Fiecx. Well, I think somebody in Springfield called me and 
asked me—that he had contacted him and asked me if I wouldn’t do it. 

The Cuamrrman. Wasthat Mr. Downey? Mr. William Downey / 

Mr. Fiecx. I have forgotten. ! 

The Cuatmrman. Who a you to make an official deposit at 
the Exchange National B 4 ; 

Mr. Frecx. Exchange? Mr. Frank Scobie. 

The Cuarmman. Ishea friend of yours, too? 

Mr. Fuxcx. Yes, sir; they are all friends of mine. 

The Cuarrman. All friends of yours? 

Mr. Furcx. Yes, sir. 

The Cuatrrman. Who requested a deposit for the First National 
Bank of Evanston? 

Mr. Fuecx. Lt. William Calderwood, or Capt. William Calder- 
wood from the Evanston Police Department. 

The Cuatrman. And who at the Lake Shore National Bank? 

Mr. Fiecx. Lake Shore? Mr. William DeVry. 

The Cuamman. Who asked you to put $100,000 of these interest- 
free funds in the Lake View Trust & Savings Bank? 

Mr. Fieck. That is my own neighborhood bank, and the president, 
Edward Burmeister, asked me. 

The CuHarrman. And the Sandwich State Bank? 

Mr. Fieckx. The attorney general of Illinois, Latham Castle. 

The Cuarrman. Is he the attorney general of the State of Illinois? 

Mr. Fixecx. That is right. 

The CuarroaN., Is he an officer in that bank ? 

Mr. Fiecx. He might be an officer. I think he is. I think he is. I 
don’t know; is he? 

Mr. Waxtace. Mr. Chairman, I haven’t seen a more recent direc- 
tory, but at one point he was chairman of the board of the Sandwich 
Bank. I am not sure if he still is or not. 

Mr. Fieck. That isright. At that time I think—— 

rer Watiace. We can check the directory and get that for the 
record, 

(Illinois Bank Directory for both 1954 and 1956, compiled and 
published by the Continental Illinois National Bank and Trust Co. 
of Chicago, lists Mr, Latham Castle as chairman of the board of 
the Sandwich State Bank, Sandwich, I1.] 

The Cuamrman. When did you first become concerned about your 
deposits in the Southmoor and Elmwood Banks? 

Mr. Fieck. One at a time, Senator, which one, Southmoor ? 

The Cuamman. Yes. 

Mr. Fixecx. Southmoor, when the news stories started to break and 
all this business came up. I called Mr. Hintz, and I said, “This doesn’t 
look good to me, and I am a trustee of these accounts, and I am going 
to get this money out of the bank.” 

So I made an arr ment with the American National Bank that 
same day, and they told me that Mr. Hintz had $214 million in Gov- 
ernment bonds or securities that he was holding for such a purpose, 
in case a demand deposit were withdrawn, and that he could sell these 
and effectuate the transfer the same day, so I said, “Go ahead and do it.” 

And that I think—wasn’t it July 10? I think it was July 10 I with- 
drew those funds. 

The Cuarrman. July 10? 
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Mr. Fixck. Yes. 

The Cuamman. You took all your funds out of the Southmoor 
Bank? 

Mr. Fieck. Every penny of it. 

The Cuamman. How about the Elmwood ¢ 

Mr. Fiecx. Well, then later on when this committee became acti- 
vated Judge Dunne called me, the judge of the probate court, and he 
said, “I think you and I ought to get busy and get those funds out of 
that Elmwood Park Bank,” and I said, “I agree with you, judge.” 

So the next day I withdrew them on the agreement between Judge 
Dunne and myself. 

The Cuarmman. Did you have any understanding with Mr. Hintz 
that in case of trouble he would notify you before the bank was closed ? 

Mr. Fieck. No, sir; I never even thought of that, I don’t think he 
did. He never told me. 

The CuatrMan. Well, they were all personal friends of yours, and 
you would expect him to do that; wouldn’t you ? 

Mr. Fieckx. That is why I put the money in the bank, I thought it 
would be protected better with my friends than with strangers. 

The Cuarrman. So that if they did get in trouble they would let 
you know ahead of time? 

Mr. Fiecx. Senator, I hoped they would. 

The Cuatrman. You hoped they would. Well, you would expect 
they would, too; wouldn’t you? 

That was before the Elmwood was closed by the State auditor, 
when you did it; wasn’t it. It was closed for examination by the State 
auditor ? 

Mr. Fieck. The bank was closed by the State auditor? 

The Cuarrman. Mr. Hodge is the one who—— 

Mr. Fieck. When was that? I don’t get this. Mr. Wallace—— 

The Cuarrman. No,IT aminerror, Iam sorry, strike that question. 

I believe you said that you transferred the money from the Elm- 
wood Bank to the Harris Trust? 

Mr. Fieckx. Yes. Yes, tothe Harris Trust & Savings Bank. 

The CuatrmMan. That was on the recommendation of Judge Dunne? 

Mr. Fiecx. Judge Dunne thought we ought to do that. 

The CHarmman. That was the Elmwood Bank. Where did you put 
the Southmoor ? 

Mr. Fiecx. The Souhtmoor money—let me see, where did T put 
that? Oh, the American National Bank, the Northern Trust, and the 
City National. 

The Cuarrman. Do any of these banks in which you have deposits 
pay interest into your funds? 

Mr. Fiecx. No; they are all demand deposits, and there is no place 
in the law where if we did get interest we could put the money, there 
is no provision under the law. 

We couldn’t give it to the county treasurer, there is no— 


The Cuamman. Why couldn’t it apply against the expense of the 
administration ? 


Mr. Fiecx. You mean apply against—— 

The Cuatrman. The expense of the administration ? 

Mr. Fuiecx. Well, that is a new one, I never heard of that. I will 
look into it, but I don’t see how it could. I went along with the cus- 
tom of every public administrator prior to my time with the exception 
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of the fact, Senator, that I am the first public administrator that ever 
had his funds guaranteed by the Federal — Insurance Corpora- 
tion when it grew over a certain amount, as the record here will show, 
but before—I have known public administrators, and I have heard of 
them, Senator, have a million and more money without. being guaran- 
dat all. 

Te CuarrMan. I didn’t quite understand that last remark. Are 
your funds guaranteed by the Federal Deposit Insurance Corporation 
above $10,000 ¢ 

Mr. Firck. Not allof them. I imagine they are. The Southmoor 
and the Elmwood Park Banks’ were. 

The CuarrMan. You said—I thought you said—you were the only 
public administrator whose funds were guaranteed above $10,000 by 
the FDIC. Didn’t you say that? 

Mr. Fieckx. After they get over a certain amount. 

The CuarrMan. $10,000 ? 

Mr. Fixcx. No; I don’t mean $10,000. I would say over $350,000, 
from then on we asked to have them guaranteed. 

The CuarrMan. By the FDIC? 

Mr. Fieck. Yes. Well, we earry them on our ledger, as this estate 
has so much in it, that has so much in it, and that much, which makes 
the total deposit. 

The Cuamman. Has the FDIC given you.any guaranty of any 
amount above-—— 

Mr. Fixeck. No. No, not above $10,000, but I mean my estates are 
broken down. 

The Cuatrman, I think you said that you were the only public 
administrator whose accounts had been guaranteed by the FDIC above 
a certain amount, 

Mr. Fixck. Over a deposit of a certain amount; say, over $300,000 
deposited in the bank. 

The Cuarrman. I am a little thick. Explain exactly what you 
mean. 

Mr. Fieck. Suppose I have a bank with $350,000, and I want to put 
more money in. From that point.on I make sure that it is guaranteed, 
and I get a letter. 

The CuarrMan. Guaranteed by whom ? 

Mr. FLecx. Federal Deposit Insurance Corporation. 

The CHarMAn. Do you have such a letter ? 

Mr. Fiecx. I have it—I had it for the Elmwood Park Bank and 
the Southmoor Bank. 

The Cuamman. We would be very interested to see that letter. 

Mr. Fixck. I showed it to Mr. Wallace, he saw them, and I will 
bring itinto you. Didn’t I bring it in te you? 

Mr. Wauxace. You took it with you; you didn’t leave it with me. 

Mr. FLeck. But you saw the letter. 

Mr. Wauxace. I don’t recall now. 

The Cmarrman. I haven’t seen any such letter. I would be inter- 
ested in seeing it. 

Mr. Fieck. Sir, you will get them from me. 

The CuarrMan. Would you mind giving me a copy of the letter? 

Mr. Fiecx. You will have them before you leave this afternoon. 

: na (CHAIRMAN. Who is it from, the Board of Directors of the 
e ) 14 
83551—56—pt. 2-48 
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Mr. Fiecx. I don’t remember who it is; it is on the Federal Deposit 
Insurance Company stationery. 


The Cuarman. Whois it signed by? 
Mr. Fiecx. I don’t remember. 


The Carman. And they guaranteed—tell us for the record, de- 


scribe it as best you can with the understanding you will supply a copy 
of it for the record. 


Mr. Fieck. Well, we have “we received your letter of such-and-such 
a date in which you list 198 estates no one of which is over $10,000, 
and that represents the sum of $1 million deposited in the oor 
Bank and that”—quoting section so forth in this letter—“these funds 
are guaranteed,” and then it is signed by this gentleman. 

Now, I will have that letter to you before you leave this afternoon, 
and that letter is dated June 15, 1956, although we had carried these 
estates on 6ur books prior to that, but I wanted to be sure of it. 

(The letter referred to follows :) 


FreperaAL Depostr INSURANCE CORPORATION, 


Washington, June 15, 1956. 
Mr. Epwarp A. Hinz, 


President, Southmoor Bank & Trust Co., 
Chicago, Il. 

Dear Mr. Hrntz: This is in response to your letter of June 11 stating that 
your bank carries approximately $1 million of deposits under the name of 
“Charles J. Fleck, Public Administrator, Cook County, Illinois, Trust Account 
Funds.” You state that these deposits represent 198 separate trust accounts, 
and you ask if the funds held for each individual will be entitled to separate 
insurance coverage. 

You are advised that the interest of each beneficial owner in a trust account 
will be separately insured to $10,000 by this Corporation, provided the depositor 
meets the requirements of section 350.3 of our regulations regarding the main- 
tenance of deposits by public officials. This section reads as follows: 

“Deposits of public oficers. The owner of any portion of a deposit appearing on 
the records of a closed bank under the name of a public official, State, county, 
city, or other political subdivision will be recognized for all purposes of claim 
for insured deposits to the same extent as if his name and interest were dis- 
closed on the records of the bank: Provided, That the interest of such owner in 
the deposit is disclosed on the records maintained by such public official, State, 
county, city, or other political subdivision: And provided further, That such 
records have been maintained in good faith and in the regular course of business.” 

You will note from this regulation that in order to obtain the maximum in- 
surance protection on funds held by a public official in a custodial capacity it 
is necessary that the records of the depositor (public official) accurately reflect 
the interest of each participating owner in the account (or accounts if more than 
one is maintained in the same insured bank), and that such records be main- 
tained in good faith and in the regular course of business. 

Since your letter indicates that such records are being maintained by Mr. 
Fleck, the interest of each beneficiary will be separately insured to the $10,000 
maximum, assuming, of course, that there are no other funds being maintained 
in the same right and capacity by any individual beneficiary. If any of these 
individuals should also have a personal account with your bank which is main- 
tained in the same right and capacity as his interest in the trust funds, the share 
in the trust account would be added to his individually owned funds and the 
aggregate thereof would be insured to the maximum of $10,000. 

Very truly yours, 
G. J. OppEGARD, 
Assistant General Counsel. 


The Cuamman. Coming back to this matter of maa nes sins | don’t 
you collect interest from these banks in which you deposit funds?! 
Mr. Fieck. I can’t. 


The Cuamman. Is there a prohibition in the law against it? 
Mr. Fixecx. Where would I put the money if I collected it? 
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The Cuatrman. As I said, is there any reason why you can’t use it 
for the expenses of your office? 

Mr. Fiecx. You can’t use it for the expenses of your office, I am 
sure you can’t. 

The Cuarrman. Would that enhance the value of the legacy to the 
heirs? It seems to me one of your obligations is to see the heirs get 
as much as possible out of the legacies. 

Mr. Fieck. That would be fine, I would have to keep 1,300 accounts 
and a bookkeeping staff of maybe 10 people just to keep tracing $5 
items, $100 items, $120 items into these various accounts, make book- 
keeping entries, deposit entries. 

I couldn’t ibly afford to keep the office open if I would hire 
that much help. Theoretically it could be done, but practically, Sen- 
ator, it is impossible. You would have to keep 1,300 different deposit 
books. Why, the rack alone for the deposit books would take more 
than this whole table. 

The Cuamman. Are the reserve accounts under your jurisdiction 
relatively inactive ? 

Mr. Fieck. Yes, sir. For about 2 years, 2, 3 years, in between, and 
then you start spending the money as you clean out your estates. 

The Cuarmman. During that period why should they be demand 
deposits, why couldn’t they be time deposits, 30 days? 

Mr. Fiecx. What would I do with the interest ? 

The Cuamman. I imagine you have enough ingenuity to figure out 
some way to dispose of the money. 

Mr. Fixecx. Well, Senator, you have been doing such a good job, 
vou figure it out for me, and I will. congratulate you. I don’t know, 
[ can’t do it, and Senator, I don’t mean to be facetious, and I am sorry 
for that—I don’t want anybody to think I was trying to be derogatory, 
but I want to say this: Every public administrator that I have talked 
to prior—now, Tom Nash, before he died, and Jack Dempsey, I asked 
them, “How can we get interest on this money, what can you do?” 

They couldn’t figure it out, I can’t figure it out. There should be 
something, Senator, in the law whereby we could charge this interest 
and put it into the county treasury of each county, or do something 
with it. 

| agree with you, it is wrong, there would be a lot of money collected 
that would go into the county or some way, I don’t know how to do it, 
but I think a law could be passed, and if I am still around at that 
time, and I haven’t been chastised or whatever you might call it, dis- 
ciplined, I will do my best to see that that is done. 

The Caarrman. Do I understand that under the Illinois law you 
as public administrator will continue to administer and settle _y 
estates given to you for handling even after your term of office expires 

Mr. Fixecw. Yes, sir. Every public administrator finishes up his 
estates, 

The Cuarrman. Can you tell me in the past what’s been the record ? 
How long does that go on—5, 10, 20 years? 

Mr. Fixcx. Well, Senator, let me put it this way: I took office in 
December of 1953, and my predecessor’s office ae as far as taking 
in new eases, My office starts at that time. Now, I found out the 
other day that my predecessor is starting to wind up his last few 
estates so it’s taken. approximately 3 years, but those are what you call 
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the “cats and dogs.” ‘Those are the tough legal problems and things 
like that where there are no heirships. 

The Crarrman. Did I understand that the probate court continues 
to have jurisdiction in the allowances that are made against the estates 
all while you’re-out of office and still administering these? 

Mr. Fieck. Yes. 

The Cuarrman. They make allowance as to how much you can 
charge against the estate itself? 

Mr. Frecx. The probate judge is sole boss of it. I’ve got nothing 
to say about it. 

The Cuatrman. Has anyone ever offered you any money in return 
for an official deposit? 

Mr. Frecx. ‘No, sir. 

The Crarrman. But you have had applications for deposits? 

Mr. Frecx. Believe me FT had a lot of them. 

The Cuarrman. Do you think that granting their application would 
have any influence upon their generosity when the time for contribu- 
tions arrived ¢ 

Mr. Firckx. Well, Senator, I think that would be a matter of the 
individual. As far as I’m concerned, I wouldn’t look forward to it, 
knowing bankers as I do. 

The Cuarrman. Mr. Wallace has one question. 

Mr. Wattace. To complete the record, Mr. Fleck, I think we have 
the circumstances surrounding your placement of this money on de- 
posit at all the banks except 2 or 3. _ I’d just like to make sure I under- 
stand why you placed them there. Your main account is at the Amer- 
ican National Bank. Why did you have the account there? 

Mr. Fieck. Because Mr. William Scott and Mr. Weymouth Kirk- 
land, Jr., came to me and asked if I wouldn’t open my account 
there. 

Mr. Wattace. Who? 

Mr. Fieck. Weymouth Kirkland, Jr., and William Scott. They’re 
connected with that bank. They were officials of the bank. And I had 
been banking there. And it’s the closest bank to my public adminis- 
trator’s office, and I thought that should be the place to have my 
active account. 

Mr. Watace. Are they personal friends of yours? 

Mr. Fixck. Mr. Scott is a personal friend of mine. 

Mr. Watxace. What about the Central National Bank? 

Mr. Fieck. Central National Bank at that time when you asked 
me I didn’t-know. In the meantime I checked up, and Mr. Ross, 
Humphreys was the one that—— 

@ Mr. Watrace. What was Scott’s first name? 

Mr. Frecx, William. 

Mr. Wattace. And the other one with the American National 
Bank ¢ 

Mr. Fiecx. Weymouth Kirkland. 

Mr. Wauuace. And was Mr. Zahler your attorney and also an 
attorney at the Chatham Bank? 

Mr. Fieoex. And the South Shore. 

Mr. Warxace. Chieago National Bank was Lester Armour? 

Mr. Fieox. Yes, sir. 

Mr. Wattace. What about City National Bank? 
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Mr. Fuieck. City National Bank was on the recommendation of 
Judge Dunn. He says I ought to put some money in Loop banks. 
He didn’t recommend that one. That was*among ‘a group-of banks 
that he recommended. * juade 

Mr. Wautacs. And Continental Illinois Bank was Birdsall and 
William Downey? Who is Birdsall? 

Mr. Furcx. Downey suggested it. 

Mr. Wauiace. Downey suggested it? 

Mr. Fieck. Yes. 

Mr. Watiace. Who is Birdsall? 

Mr. Fixcx. I think he’s the president. 

Mr. Watxace. William Downey—is that the same Downey that’s 
on the staff of the Governor ¢ 

Mr. Fixcx. Yes. 

Mr. Waxxiace. And the Cosmopolitan National Bank? 

Mr. Fieck. Cosmopolitan—well, we were having trouble with the 
safety-box examiner down there, and it was through our office we 
gave him an account so we wouldn’t have so much difficulty getting 
in the boxes when we—— 

Mr. Wattace. What was his name? 

Mr. Fusck. The name—he’s since deceased; so I don’t want to put 
his name in the record. 

Mr. Watxace. Well, Exchange National Bank was Frank Scoby? 

Mr. Fueck. Yes, Frank Scoby. 

Mr. Wattace. Is he connected with the bank? 

Mr. Fieck. No, he’s not connected with the bank. He’s a personal 
friend of mine, and he wanted to do it for a friend of his who was 
at the bank. I don’t know who the friend was. 

Mr. Watiace. Who is Frank Scoby? 

Mr. Fiecx. Chairman of the board of Better Brands. 

Mr. Wauxace. And Lake Shore, William De Vries, Harris Trust 
& Savings—— 

Mr. Fixecx. Well, Judge Dunne—that Harris was on a list of banks 
that Judge Dunne had told me I ought to put funds in. Now, Judge 
Dunne—I don’t want to have the record show that he suggested any 
banks. He just gave me a list of banks that he said, “I think when 
we make transfers, Charley, we ought to put them in these Loop 
banks downtown from now on and get as much in the Loop as we 
can.” This was one of a group of Loop banks. 

Mr. Waurace. Lake View Trust & Savings was your own neigh- 
borhood bank? 

Mr. Fieck. That’s right. My family banked there for 40 years. 

Mr. Wattace. What about Northern Trust & Savings Bank? 

Mr. Fiecx., Northern Trust was one of the list. Judge. Dunne gave 
me. 

Mr. Watrace. And the Sandwich State Bank was—— 

Mr. Fieck. Latham Castle. 

Mr. Wautace. And La Salle National Bank is the last one. 

Mr. Fiecx. Man by the name of Elliott, the president. 

Mr. Wattace. And this totals $3,425,000. 

Mr. Fiecx. I guess it’s over that now. Besides, you understand, 
you haven’t got the active account in there I don’t think, Bob. 

Mr. Watxace. I see. Well, it’s roughly 314 million? 

Mr. Fiecx. Four million. 
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Mr. Wattace. Is it close to 4 million? 

Mr. Fiecx. Yes. 

Mr. Wauxace. It’s gone up a bit since then? 

Mr. Fiecx. It was about $3,700,000 since then with the active ac- 
count. We had quice a bit in there, two-hundred-and-some thousand. 

The Cuarrman. Do you have anything you'd like to add, Mr. Fleck? 

_Mr. Fuixcx. I want to thank you, Senator. You have been very 
nice. 

The Cuarrman. Thank you, Mr. Fleck. 

At this time I will place in the record testimony taken by the staff 
from Mr. Leon Marcus, who until recently was the principal stock- 
holder in the Southmoor Bank & Trust Co. Part of this testimony 
from Mr. Marcus was taken under oath. C 

The committee considers that Mr. Leon Marcus is a significant 
= in this inquiry, but after complete and careful consideration 
of his case, we have decided not to call Mr. Marcus to testify in these 
public hearings, at this time, although it may be done at a later date. 

Mr. Marcus is now under indictment and is charged with illegal 
actions which would necessarily be discussed if he were to appear. 
The consequences of such an appearance might prejudice his oppor- 
tunity for a fair trial. I do not wish to leave the impression that this 
committee of the Senate considers itself barred from summoning 
witnesses who may be under indictment and who may be subject to 
actions by the executive or judicial branches of the Government. I 
do not consider that other branches of the Government have pre- 
empted the right to question Mr. Marcus in public and under oath, 
particularly since the present indictment was returned, or at least 
made public, subsequent to the beginning of this inquiry by the Sen- 
ate Banking and Currency Committee and after the service of a sub- 
pena upon Mr. Marcus to appear at this hearing. 

On the other hand, the committee has testimony from Mr. Marcus, 
significant portions of which were given under oath, and the necessity 
for calling Mr. Marcus at this time is mitigated to this extent. Con- 
sequently, I have decided to place his testimony in the record of these 
hearings and thereby avoid any unnecessary interference with the 
judicial branch of the Government. 

(The testimony of Mr. Marcus referred to follows :) 


UNSWORN TESTIMONY OF LEON MARCUS 


PROCEEDINGS OF SENATE BANKING AND CURRENCY COMMITTEE STAFF INVESTIGATION 
IN RE ILLinois BANKING SITUATION 


Tue Sovurnmoor Bank & Trust Co., 
6760 South Stony Island Avenue, 
Chicago, Ill, 
August 2, 1956, 10 a. m. 

Present: Mr. Robert A. Wallace, staff director; Mr. Donald L. Rogers, counsel. 

Also present : Mr. Leon Marcus, Mr. Vernon M. Welsh. 

Mr. Wattace. This is a meeting to gather more information for the Senate 
Banking and Currency Committee in -its investigation of the Illinois banking 
situation. 

Don, do you want to start with Mr. Marcus? 

Mr. Rogers. I believe what we should do is to go back to March and come up 
through to date. 


Now, I understand that the Federal Deposit Insurance Corporation examiners 
came into the bank on March 26 of this year? 
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Mr. Marcus. Yes, sir. 

Mr. Roerers. And found certain practices they didn’t like. 

Mr. WaALLace. I wonder if we should go back beyond that just briefly to get 
this in context. 

Mr. Rocers. O. K. 

Mr. Wauiace. The FDIC examinations began to be critical—when were you 
first notified by the FDIC that they were questioning your banking practices? 

Mr. Marcus. Well, there was no particular time. They came in with exam- 
iners. They were here for about maybe a good month. 

Mr. WAtLAcE. You are talking about early this year? 

Mr. Marcus. Talking about this March. 

Mr. WALLAcE. I am talking about in prior years. 

Mr. Marcus. Every time they come in they always have something to criticize 
about, one thing and another. 

Mr. WALLACE. When was this bank formed? 

Mr. Marcus. In April 1946. 

Mr. WALLACE. April 1946? 

Mr. Marcus. Yes. 

Mr. Wattace. And did they have criticisms of you in 1947, 1948, of your 
banking practices? 

Mr. Marcus. I don’t remember exactly. I imagine there is always something 
they don’t like. I wouldn’t say criticism exactly. They always tried to help us, 
in fact. The FDIC teaches us, they tell us what not to do. 

Mr. ne I think we might ask here, who were the original incorporators 
of the bank 

Mr. Marcus. The original incorporators were myself—I would have to go 
into a lot of details. There was another group that was going to start it, 
The last minute—what actually happened originally, the group came in, 3 people, 
who were supposed to start this bank. They leased the bank building from me. 
All I was supposed to buy or bought at that time was not to exceed $50,000 worth 
of stock. At the last minute—they went on and procured a loan at the American 
National Bank for $150,000. The last minute, after they got the money, for some 
reason the American National Bank got scared of them, don’t ask me why, for the 
security, or whoever they were, so I came in and I billed the American National 
out. I gave these people about 90 days to either produce all of the money or they 
would have to leave all of the stock. At the end of the 90 days they didn’t bail 
me out, and I put up all of the money for them and all the stock they had. 
That is how I became a banker. 

Mr. WALLAcE. Do you want to know any more about the formation of the 
bank? 

Mr. Rocers. Well, are you saying that you owned all of the stock? 

Mr. Marcus. Not all of the stock. I am talking about the original, the so- 
called people who are the cause of starting this bank. They were—— 

Mr. WELSH. Who were they, do you remember their names? 

Mr. Marcus. Moss and Harris. 

Mr. Rogers. What percentage of the bank stocks did you own when you 
opened this bank? 

Mr. Marcus. Maybe—— 

Mr. Rogers. One-half, a quarter, three-quarters? 

Mr. Marcus. About a half. 

Mr. Rogers. What about H. L. Marcus? 

Mr. Marcus. He never owned too much. 

Mr. Rogers. Ten percent? 

Mr. Marcus. Not even that. 

Mr. Rocrers. Well, between yourself and H. L.—— 

Mr. Marcus. Between myself and my family, and my associates, we owned 
better than 50 percent most of the time. 

Mr. Rocrers. As high as three-quarters? 

Mr. Marcus. No. 

Mr. Wauiace. When was this? 

Mr. Marcus. All of the time. 

Mr. Watxiace. All of the time? 

Mr. Marcus. Yes. 

Mr. WaiLace. What is the most you have ever owned? One-half? 

Mr. Marcus. I say, we have always had about 50 percent. 


> Watiace. How much did you have in your voting group, controlled by 
you 
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Mr. Marcus. I said always more than 50 percent. 

Mr. Watuiace. About three-fourths? 

Mr. Marcus. .I would say up to 60 percent. That would be more like it, 

Mr. RoGers. Well, all the directors were your men; right? 

Mr. Marcus. What do you mean? They are little people, not rich, or any 
great experience. They were honest, upright people, but they were all for 
themselves. 

Mr. Rogers. Nobody on the board that you didn’t want on the board? 

Mr. Marcus. Let me say this. Im all of our experience, you can go back 
and speak to all of our directors, I can say, se help me God, we never have had 
a dispute or difficulty or fight. We have always done the best we could. [ 
don’t say we always agreed, but we never got anybody or forced anybody to 
resign, nor did anybody—it was just a happy family for 10 years. 

Mr. Rocers. I don’t want to make a point about it. You had the controlling 
interest and you could have anybody you wahted on the board? 

Mr. Marcus. I say I never had to use it. They agreed. 

Mr. WetsnH. Legally, he and his associates had the voting control. 

Mr. Marcus. We had the voting right, me and my associates; yes. 

r. Wattacs. Did you know Mr. Hintz prior to 1948? 

. Marcus. No. 

. Watrace. You didn’t? 

. Marous. No. 

. WatLace. How did you meet him? 

. Marcus. I met Mr. Hintz through one of our men. I owned at that time— 
I should say, one. of the owners of the 7ist and Jefferey Bryn Mawr Bowling 
Alley, across the street from the bank, and he worked at the South Shore 
National. He was president there. And this gentleman told me about him 
resigning or quitting the South Shore Bank, and he was telling me what a great 
man he was, reputation. 

Mr. Watiace. Who are you talking about? 

Mr. Marcus. I am talking about a Mr. Wightman. 

Mr. Wattace. What is his first name? 

Mr. Marcus. William. 

Mr. Watxace. Is he still around here? 

Mr. Marovs. He never was here. He was never here. He was with me at 
T7ist Street. He never was in the bank, never owned a share of stock. 

Mr. WALLACE. He recommended him to you? 

Mr. Marcus. He recommended him to me. I met him—— 

Mr. Wattace. When was this? 

Mr. Marcus., This would be maybe a month before he came to work for us. 

Mr. WALLACE. About 1948? 

Mr. Marcus. That is right. 

Mr. WaAtiaAce. Then you talked with Mr. Hintz? 

Mr. Marcus. I talked to Mr. Hintz, at length we talked, and we checked his 
record with other banks. Charlie Cuney, of the American National, is one that 
gave him his blessings, a few other banks. 

Mr. WA.tAcE. Did you check his reputation with either the State auditor’s 
office or the FDIC? 

Mr. Marcus. We always do that. We have to have their blessing on that. 

Mr. Watrace. They had no objections to Mr. Hintz? 

Mr. Marcus. No. The man at that time was vice president of the bankers 
association. 

Mr. Wattace. You checked with both the State auditor and FDIC? 

Mr. Marcus. Yes. 

Mr. Wattace. That is the usual practice? 

Mr. Marcus. Usual practice. We always ask them. We want to know, es- 
pecially on a top man like that. 

Mr. Wartace. And you were happy with Mr. Hintz? 

Mr. Marcus. Yes, sir. I have said it as late as yesterday through the grand 
jury there, that I was proud to have him, of his reputation. Me not being 
a banker, never held a job in a bank in my life, I thought I had a man that 
could really be an asset to this bank, and he was. 

Mr. Watxace. Did he participate in the creation of the Southmoor founda- 
tion? 

Mr. Marcus. No, sir. 

Mr. Wattace. Southmoor Securities? 

Mr. Marcus. No, sir. 
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Mr. Wartace. He didn’t know anything about it? 

Mr. Marcus. Yes. 

Mr. WALLACE. He knew about it, but he didn’t create it? 

Mr. Marcus. He had nothing to do with it. It was strictly my own. The 
foundation was created by me, and all of the money was put in by me, or I asked 
for it. Not 1 penny, despite the newspapers, and the records are clear—you can 
have them if you want to, certified by certified public accountant—no dollar has 
gone out of that foundation other than for charity. The only expense we have 
in the years I have operated the foundation was in auditing. I wanted a CPA 
to file our return. But no other expense, not one dollar, has even been given 
anyone. They were all made in checks, and not in cash. 

Mr. Rocers. The foundation is set up for charitable purposes? 

Mr. Marcus. Only 

Mr. Rogers. Who had the authority to write checks on it? 

Mr. Marcus. Myself, my son-in-law, or my brother. 

Mr. Rocers. Mr. Rosene? 

Mr. Marcus. I would say H. L. could write checks, too. 

Mr. WALLACE. How about your daughter ? 

Mr. Marcus. My daughter; yes. I don’t think she ever wrote a check. 

Mr. WALLACE. She could have? 

Mr. Marcus. She could have. 

Mr. Wa.tace. Is this the Southmoor Foundation, Southmoor Securities, or 
both? 

Mr. Marcus. Southmoor Securities is a corporation owned by myself, some of 
my family, and my partner. It has nothing to do with the bank, nor with my 
daughter. This is strictly——— 

Mr. Rocers. What is the business of the Southmoor Securities Co.? 

Mr. Marcus. We write insurance, make small mortgages once in a while, small 
loans that aren’t suitable for the bank. As a bank we never make second mort- 
gages. I did once in a while through the Securities Co. I bought some small 
second mortgages. 

Mr. WALLACE. Did you ever make loans to enable people to have a downpayment 
for a house? 

Mr. Marcus. Never ; no, sir. 

Mr. WALLACE. What was the purpose of the small loans that you made? 

Mr. Marcus. I bought a lot of second mortgages. 

Mr. WALLACE. You bought a lot of second mortgages; you didn’t make them, 
you bought them? 

Mr. Marcus. Once in a while. Somebody would come in, they needed money, 
I would take a second mortgage on the house for a year. 

Mr. WALLACE. You are in the real-estate business, aren’t you? 

Mr. Marcus. Yes. 

Mr. WALLACE. The Southmoor Securities Co. has its offices in the bank? 

Mr. Marcus. Southmoor Securities Co. handles most of our own real estate. 

Mr. Rocers. The office is in the bank? 

Mr. Marcus. Downstairs. 

Mr. WALLACE. Did you know that Mr. Hintz was a friend of Mr. Hodge at 
the time you hired him? 

Mr. Marcus, No. As a matter of fact, I don’t think, as far as I am concerned, 
I don’t think he knew Mr. Hodge at that time. 

Mr. WALLACE. He probably didn’t, 

Mr. Marcus. I say, as far as I know. 

Mr. WALLACE. Well, for the record, in subsequent years following your exam- 
ination, in 1953, the examiners found questionable practices, and culminating 
in this fuller examination in March of this year. 

Mr. Marcus. What do you mean? Not questionable—— 

Mr. WALLAcE. I think in the examination reports it was mentioned you were 
overloaned on, the types of assets were questionable. 

Mr. Marcus. That isn’t questionable. 

Mr. Wattace. And I think, I don’t remember which years, but in some years 
it was mentioned, self-dealing. 

Mr. Rocers. You know what was in the examination reports? 

Mr. Marcus. Yes. 

Mr. Rogers. He is using a term. 

Mr. Marcus. I don’t think there was ever mentioned self-dealing. 

Mr. Rocers. No; there wasn’t 
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Mr. Marcus. If you are talking about the last examination, I will go along. 
He threw in the kitchen sink, everything. 

Mr. WELSH. It is a good thing he did. 

Mr. Marcus, It is a good thing he did, that is right. I wish they had done it 
earlier. It would have saved us a lot of headaches. 

Mr. Rogers. We have read the examination reports and we know what is in 
them, too. Certainly it wasn’t sound banking practices. 

Mr. Maxcus. Only to the extent that we were overloaned, we made too many 
loans, only to that extent, only. 

Mr. Rogers. We are not trying to. say anything else, prior to March. 

Mr. Marcus. I am trying to clear it up. The only thing they have, and justly 
so, is that we made too many loans, and blame me for most of it. 

Mr. WALLACE. We have our material. There is no point im going into that. 

Did you know Mr. Hodge, Mr. Marcus? 

Mr. Marcus. Yes. 

Mr. WALLACE, Where did you meet Mr. Hodge? 

Mr. Marcus. After he came into the office, after he became an auditor, not 
before. 

Mr. WALLACE. Do you remember when you first met him? 

Mr. Marcus. No. 

Mr. WALLACE. Did you attend any of the functions that he gave? What was it, 
Bankers Association 

Mr. Marcus. Never one; never did. 

Mr. WaALLace. Mr. Hintz was a fight judge, wasn’t he? 

Mr. Marcus. Yes. The only time I ever met him 

Mr. WALLACE. Did you ever go to any of the fights with Mr. Hintz? 

Mr. Marcus. Yes. I wouldn’t say many. I don’t think I-went over twice. I 
don’t like them. 

Mr. WALLACE. Did you ever go with Mr. Hintz and Mr. Hodge together? 

Mr. Marcus. Not together. I went one time—not be together. In fact I had my 
own seat away from them. 

Mr. WALLACE, Well, Hodge and Hintz were together? 

Mr. Maxcus. I never sat with them together. Mr. Hintz didn’t either, because 
he was mostly on the judges’ stand. One time Mr. Hodge was there, I know he 
was there, and that is, but I did not sit with him... I was with some other gentle- 
man that I took along with me. 

Mr. WALLACE. Do you know Mr. Wirtz? 

Mr. Maxcvs. No, sir. 

Mr, Wa.Lace. Arthur Wirtz? 

Mr. Marcus. No, sir; only what I read in the papers. I never met him. If I 
did, I don’t remember. 

Mr. WaLLace. Do you know Mr. Lloyd Drexler? 

Mr. Marcus. Lioyd, yes. I met him. 

Mr. WaALLAcE. You met him. 

Do you know Mr. Jim Norris? 

Mr. Marcus. No. 

Mr. WaA.LLace. Did you follow the developments of this Eimwood Park Bank 
when it was going through its throes in 1953? 

Mr. Marcus. No, sir. 

Mr. Wa.uace. Is Lloyd Drexler the only person you know who is connected 
with the Elmwood Park Bank? 

Mr. Marcus. I don’t say the only one. I don’t know how many are down there 
now. 

Mr. WALLAcEe. Do you know Mr. John Sullivan? 

Mr. Marcus. I met John Sullivan, not pertaining to the bank. 

Mr. Wa.Lace. Where did you meet him? 

Mr. Marcus. Years ago I met him at some doings, I think, at the Morrison. I 
never had any dealings with him; I never had any dealings with any of them 
at that bank myself. 

Mr. Wa.iace. Your State deposits were half a million dollars in 1953. In 
1954 they were one and one-half million. 

Mr. Marcus. Approximately. 

Mr. WaxLace. Did you seek to have them increased? 

Mr. Maxcvus. I never handled that myself. 

Mr. WaLLAcr. Hintz would have handled that. 

Mr. Marcus. That is right. That would be his job. I never held a job in this 
bank, in this operation end of it. 
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Mr. Watiace. You know nothing about the State deposits? 

Mr. Marcus. I don’t know anything about it. When I say I don’t know any- 
thing, 1 know he brought some accounts in. 

Mr. Watzace. Did you ever talk with Mr. Sullivan about deposits of county 
funds? 

Mr. Marcus. No, sir. 

Mr. WaLLace. Do you know Mr. Lyman Sorensen? 

Mr. Marcus. Yes, sir. 

Mr. WALLACE. What were the occasions that you met him? 

Mr. Marcus. Well, most of the time, they have called me in and raised hell with 
me about making too many loans. y 

Mr. Rogers. I would like to ask you, you get these reports from the FDIC and 
the State auditor’s office. Did you just ignore them? It kept getting worse and 
worse. 

Mr. Marcus. Iam nota banker. The only thing I have had in mind is making 
some good loans for the bank. Most of the loans, mortgages, were Government- 
insured mortgages. I had a place to put them. I never could see that I can 
have too many good mortgages as long as I can sell them. I wasn’t smart, that 
is right. When I say I wasn’t smart, I couldn’t see that this bank wasn’t big 
enough to handle that many. I couldn’t see any danger in it. 

Mr. Rogers. Well, did you feel that although they were—although the State 
auditor’s office was making these complaints, they really weren’t going to give you 
any trouble because Hintz and Hodge were good friends? 

Mr. Marcus. Not exactly. I never knew, as far as I am concerned, what rela- 
tionship they had. To me—Mr. Hintz raised more hell with me than anybody 
else. 

Mr. WaLLAce. Hintz did? 

Mr. Marcus. Yes. I can never say there was anything as far as I am concerned 
with Hodge and Hintz, because that man was absolutely——raised more hell with 
me about making too many loans than anybody else, and you know I am right 
on that. 

Mr. Rosers. The thing is, you ignored him. 

Mr. Marcus, I didn’t ignore them. Maybe if they weren’t—I don’t know why 
they didn’t hit me on the head, period. 

Mr. WaLLACcE. Here is the situation. You have adverse reports starting with 
Mr. Ireland’s report in 1953, and it is getting progressively worse. 

Mr. Marcus. Before 1953. 

Mr. WALLACE. You have Mr. Sorensen going back before 1953, and you have Mr. 
Hintz, who is on your neck all of the time, insisting that you straighten up on 
these practices, but you continued to go in the other direction. Here the Federal 
Deposit Insurance Corporation has the power to take away your insurance by a 
citation; they have a citation like that now. The State auditor’s office has the 
power to close your bank, but you ignored them. 

Mr. Marcus. I didn’t ignore them. I tried to do the best I could. I thought 
I was doing the best I could. I don’t think I ignored them. When you make a 
million mortgages, there is really no law against it; they weren’t mortgages 
of the type of speculative mortgages. They were, to my view, they were all 
Government-insured mo 

Mr. Rocers, You are saying that your judgment was better than the examiners’, 

Mr. Marcus. I thought I was, let me say that. 

Mr. Wetsu. That is about the size of it. 

Mr, WaLLace. Weren’t you afraid they might withdraw your insurance or they 
might close your bank? 

Mr. Marcus. I felt that my judgment, those mortgages of that nature, it 
couldn’t hurt the bank. I mean, there could be no actual catastrophe to the 
bank because we can always sell the mortgages. There was a demand for them; 
people wanted them. We have $25 million in mortgages that we have sold, we 
have sold more than that, that we are servicing. We possibly sold about $40 
million to good banks, good mortgage houses. We have 27 agencies that we are 
servicing mortgages to, Government insured, and I didn’t think there could be any 
danger in making them. 

Mr. Rocers, Hintz was executive vice president? 

Mr. Marcus, Yes, sir. 

Mr. Rogers. And he was the chief operating man in the bank? 

Mr. Marcus, That is right. 


Mr. Rogers. But is it true that you and H. L. Marcus really would overrule 
him on occasion? 
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Mr. Marcus. No, sir. 

Mr. Rocers. How was your setup for making loans? Do you have a loan com- 
mittee? 

Mr. Marcus. When it comes down to the mortgages, we had not committee. [ 
was the only committee on making real estate mortgages. It never functioned 
through the committee. 

Mr. Rogers. Mr. Hintz didn’t have anything to say about it? 

Mr. Marcus. I would say, I don’t know. Let me say this: I suppose they could 
have all gotten together and ganged up on me and stopped me, but it never 
happened. I went along and did it. 

Mr. Watxiace. You figured this was all bark and no bite? 

Mr. Marcus. Whatever it is, it is the truth, though. I am the only one that 
brought in those mortgages, and the only one that put a price on it. I could 
have done it for nothing. 

Mr. Wattace. Where did you get these mortgages? 

Mr. Marcus. From builders. 

Mr. Warxace. Did you know the builders? Were they friends of yours? 

Mr.’ Marcus. Not necessarily, no. 

Mr. Wa.iace. Did you ever take any mortgages on houses that you as a real- 
estate agency handled? 

Mr. Marcus. No. Oh, some of our companies maybe built once in a while 
2 or 3 houses: very seldom. 

Mr. WaA.LaAce. Did you make a loan to Hodge on a $25,000 house for $24,100? 

Mr. Marcus. No, sir. Not only didn’t I make it, I didn’t know about it until 
the examination came up. 

Mr. Watitace. What were the provisions of that when it was first made? 
Was that proper? Was it a $25,000—— 

Mr. Marcus. $24,000. 

Mr. Watrace. $24,000 loan on a $24,000 house? 

Mr. Marcus. To my knowledge, there was an appraisal brought in since the 
discussion. He bought this house for $25,000 as a bargain naturally. You 
know, people like that wouldn't buy it unless it is. He also spent an additional 
$25,000. Our appraisal on it was over $40,000. 

In this particular case, I had no knowledge of this mortgage myself. 

Mr. Watxiace. Would it normally be in your practice to make a special rate 
on a mortgage like that? De you normally do that? 

Mr. Marcus. Yes. That wouldn’t be unusual, to give somebody a special rate, 
even 2 percent; 3 percent would be most likely. Two, we never made. Good 
responsible people, I could go down to the First National and get a 3 percent 
rate. That is all I paid them. 

Mr. Wattace. For your bank? 

Mr. Marcus. For myself, for Leon. I never borrow money in this bank. I go 
to some other bank. 

Mr. WaLLace. What made Mr. Hodge such a good risk. 

Mr. Marcus. Don’t ask Mr. Hintz that. At that time I think he was a good 
risk. 

Mr. WALEAcE. He didn’t have any money. It shows up he was.broke. 

Mr. Marcus. You don’t believe all of the newspapers, do you? How can a 
man spend it if he hasn’t any money? 

Mr. WELSH. That is the $64 question. 

Mr. Marcus. That is right. I don’t know. 

Mr. Watiace. I think it was shown that his wife, although he said she 
inherited a fortune, actually did not. 

Mr. Marcus. Who knows? 

Mr. WELSH. We don’t know. 

Mr. Watrace. Let me ask this one question—— 

Mr. Rocers. Let me ask this: The mortgage—Mrs. Hodge was the mortgagor, 
wasn’t she? 

Mr. Marcus. I don’t know. 

Mr. Roerrs. Who made the loan? 

Mr. Marcus. Mr. Hintz handled that loan. 

Mr. Roeers You said before you handled—— 

Mr. Marcus. We are talking about construction loans. I am talking about 
most of it. It eeuldn’t be-all. There are a few of them somebody elise could 
have brought in, Mr. Hintz or anyone. I am speaking, the buik of the construc- 
tion, new big mortgages, a lot of mortgages, I am the one that brought them in. 
That doesn’t say there is nobody else bringing in a mortgage. This is one of 
them. 
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Mr. WALLAce. Did you know about this loan on the Esquire Apartments? 

Mr. Marcus. I-never knew there was such a loan. 

Mr. WaLLace. You didn’t know about it? 

Mr. Marous. No, sir. 

Mr. Roeers. Since you have examined your records, does it show you do not have 
; Mr. Marcus. We never had a mortgage to my knowledge. 

Mr. Watace. The records do not show you had one? 

Mr. Marcus. As far as the investigation, and the Government went over it, 
we went over it, Mr. Ireland went over it, nobody has ever found any mortgage 
or a trace of one. 

Mr. Waxxiace. Well, Mr. Marcus, you have said that you are not a very good 
banker. That is one of the reasons you hired Mr. Hintg origimally. Although 
after these examination& came in, you decided-all of a sudden that you were a 
much better banker than Mr. Hintz or the FDIC. 

Mr. Marcus. Yes. 

Mr. WaxLace. You thought they were wrong about your banking practices? 

Mr. Marcus. I didn’t say they were wrong. 

Mr. Wa.LAce. You continued to make more and more real estate ans when 
they said you were overloaned. You ignored them and went in the other 
direction. 

Mr. Marcus. We went in the other direction. For the last 6 months we haven't 
taken on any loans since the early part of this year, any new ones. 

Mr. WatLAcE. That is beside the point. We have the record clear on that, I 
think. What I am driving at is this: You must have learned quite a bit 
about banking in the time that you have been here, and you should probably 
know 

Mr. MArcus. About mortgages. I never learned anything about banking. I 
never signed one check in this bank. I don’t know where the door of this vault 
is in this bank, where they keep the records or anything else. I have never 
been down there. 

Mr. WaLLaAce. Would you say to me that it would be impossible for this bank 
to have anything to do with a loan unless it showed up on the books? 

Mr. Marous. I would say it should be impossible. 

Mr. WALLAcE. Do you think it is impossible? 

Mr. Marcus. I would say I don’t know. I can’t give you that answer. That 
I don’t know. 

Mr. WALLACE. I don’t think you would want to give me an answer that it is 
impossible, because it is not impossible. 

Mr. Marcus. There are auditors every day. How are they going to pay out 
money unless they have a record of it? Commonsense would say I couldn’t have 
a mortgage in my business without an auditor finding out at the end of the 
month, finding out. If $15,000 goes out on a mortgage, there has to be a place 
for it. 

Mr. Watiace. Would you say that it is impossible that this bank could have 
possibly had anything to do with this Bsquire Apartments mortgage? 

Mr. Marcus. I would say “Yes.” I would say “Yes.” I would say I don’t think 
the bank had anything to do with making a mortgage. 

Mr. Watiace. You don’t think so? 

Mr. Marcus. I don’t think, and my opinion would be that they used our forms 
maybe. That is all that happened. ‘They found a bundle of papers, and they 
used our forms. 

Mr. WeLsH. Do you have a photostat of that famous deed? 

Mr. Rocers. Yes. 

Mr. WELSH. I would love to see that. 

Mr. Rogers. I wondered if you had any explanation why the Southmoor Bank 
would be fisted as having an unrecorded mortgage dated November 10, 1953. 


Mr. Marcus. I will give you my answer on that. That is, they used our sta- 
tionery. A lot of people—— 

Mr. Rocers. Who used your stationery? 

Mr. Marous. They must have. 

Mr. WALLACE. Hodge? 

Mr. Ma . Yes; our notes. A lot of people, they borrow stationery from 
the bank, can use our forms. 

Mr. WALLACE. Why would they? 

Mr. Marcus. It is simple. Let’s say I make—— 

Mr. We_sn. Excuse me. You don’t mean letterheads. 
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Mr. Marcus. I mean 

Mr. WetsH. Mortgage forms is what I think he means. 

Mr. Marcus. I meant mortgage forms. They merely used the Southmoor Bank 
forms to borrow money from each other, and no part of the bank—in the first 
place, a mortgage, to be any good, has to be recorded. And a mortgage for out 
of the State wouldn’t be good. We couldn’t even be mortgagor, could we? 

Mr. WetsH. Mortgagee. 

Mr. Marcus. Mortgagee. 

Mr. WersH. No. 

Mr. Marcus. It wouldn’t be legal. 

They merely used our mortgage forms. That is my conviction. 

Mr. Wetsux. This is the famous—— 

Mr. Marcus. They found a bunch of notes in a suitcase. If the bank would 
have had any money in it, we would have had the notes. They wouldn’t have 
had the notes in the suitcase. 

Mr. Rocers. That is the point. You usually don’t put down that you have an 
unrecorded mortgage unless you have it. 

Mr. WaLLAcE. What is an unrecorded mortgage? 

Mr. WeLtsH. Youarealawyer. You answer that question. 

Mr. Rocers. I am a lawyer. 

You have no explanation then? 

Mr. Marcus. No, sir. 

Mr. WELSH. I was curious to see that. 

Mr. WALLACE. It isn’t impossible that that could have been made. 

Mr. Marcus. I say “No.” 

Mr. WALLACE. I say “Yes.” 

Mr. Marcus. There should be a record of the money going out someplace. We 
should have a piece of paper for it. 

Mr. WetsnH. That is all of apiece with a lot of other things that Hodge appar- 
ently did. 

Mr. Rogers. Do you mean to say, talking about the loan committee, did you say 
that it didn’t function as far as your construction loans that you made? 

Mr. Marcus. No; that is right. 

Mr. Rocers. Or that it never functioned at all. 

Mr. Marcus. It functioned as far as their operations, yes, but not as far as 
the mortgages. When I say “functioned”—— 

Mr. Rocers. Would it function as to, like this loan for the Hodges’ home? 

Mr. Marcus. I don’t know. I was not ever part of the loan committee. 

Mr. Rocers. Who was the loan committee? 

Mr. Marcus. Mr. Hintz, Mr, Riley, Mr. Reiniga, and Mr. Cramsie. 

Mr. Rogers. Let’s get back to March. In March the FDIC came in and spent 
about a month here, to the first week in April. I understand the examiner, before 
he left, sat down with your directors and told them what he had found. 

Mr. Marcos. Yes, sir. 

Mr. Rogers. About the commissions going off into the Southmoor Foundation. 
Would you like to tell us about the commissions ? 

Mr. Marcus. Sure. 

Mr. Rocers. What you actually did. 

Mr. Marcus. About, maybe 3 or 4 years ago I sat down with Mr. Hintz and told 
him this: I have been spending a lot of time and money for the bank. I have 
never taken one penny in salary or expenses. I would do this. I would get some 
of the builders who are willing to pay me about a point to do as I pleased with, 
for myself, and I started it at that time. I took this money for my expense, any- 
thing I didn’t use for my expenses I put in the foundation. That foundation 
money was put in by me out of the expenses from these builders. At no time was 
this part of the bank funds. It came out of the proceeds of the sale of the real 
estate that these builders sold. 

A statement of that type was made up, given to this builder, and a copy or 
the original put in our file, in every one of our files. 

After 3 or 4 years that went by, with at least 7 examinations, all the examina- 
tions by our own auditor every month, every day, handled not by me, but by the 
bank. Any clerk handled it. When it comes down to this $100 or 1 percent, 
whichever the case may be, they asked me what to do with the money. I could 
have given it to anybody or spent it myself. I would tell them what to do, me 
and no one else, about this money. When this last examiner came in, in March, 
he is the only man that said I shouldn’t have done it that way, and I actually 
thought he was mistaken. 
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I am not an attorney. I didn’t know any better. 

When I sat down with Mr. Welsh here a couple of weeks later, when the 
report came in, and they sent their report in to the district attorney that I 
diverted funds, naturally I went over and saw people that knew more about it. 
They looked at it. Regardless of how long you did it, you still are wrong. It 
shouldn't have been done that way. 

After a little conversation, rather than to go in to fight the thing, rather 
than to go in and embarrass the bank and have a lot of publicity, not expecting 
this other thing that came up, I volunteered to put this money back after an 
andit. An audit was made, and when the auditor came up with the amount, I 
wrote out a check, $155,000, and gave it with a letter, and gave it to the bank, 
telling them that I am not, I think it is my money, I haven’t done no wrong, but 
I would rather put the money back, and if after any following investigation, 
if there is any more, I would put that back. And I did so. It was accepted by 
the board, this money, and put it in—not in the foundation that the newspaper 
was telling of, but into the bank. I didn’t take any money from the founda- 
tion. I gave money to the foundation. 

Mr. Rocers. I understand that you had a complete audit made of the bank. 

Mr. Marcus. I didn’t. 

Mr. Rogers. Well, the bank did. 

Mr. Marcus. The bank did. I resigned, by the way, when they—— 

Mr. Rocers. Let’s hold that a minute. Before I forget it, would it be possible 
for us to get a copy of that audit? 

Mr. WetsH. Sure. 

Mr. Rogers. We asked the FDIC for it and they said they didn’t have it. 

Mr. WetsH. What I have, and what we can get you a copy of, I am not going 
to give you this one, because it is the only one I have got, are those figures that 
are in Traut’s handwriting. 

Mr. Rogers. Who is he? 

Mr. WevsH. Bansley & Kiener, accountants. That is T-r-a-u-t. 

Mr. Rogers. Would it be possible for us to get a photostat of this? 

Mr. WELSH. I don’t know whether that is prepared at the bank or by Traut’s 
office. 

Mr. Marcus. We can get you one. 

Mr. WALLACE. Would you get one and mail it to us? 

Mr. WetsH. We will be happy to. 

Mr. WaLLAcE. That is room 227, United States Courthouse. 

Mr. Marcus. How long are you going to be here? 

Mr. WALLACE. We will be around quite a while. 

You say you resigned——— 

Mr. Rogers. Let’s go back to April then, after the examiner talked it over 
with the directors, and give us that sequence of events when Mr. Hintz was 
moved up to the presidency, and so forth. 

Mr. Marcus. When this examiner threw all the criticism against me for 
making what he called unorthodox loans, and this unorthodox way of charging 
the builders with a discount, and he called it a diversion of funds, so I though for 
the good of the bank I wanted to, I resigned, and prevailed on Mr. Hintz to 
become president. 

Now, God knows, if I had any idea that that man was what he was, I surely 
wouldn’t have—one body I didn’t want to hurt, this poor bank that really suf- 
fered from nothing. It could have happened to any bank that he worked in. If 
re: le in the Southmoor, the First National, or any bank in the world, it could 

ave been. 

Mr. Rocers. What position did you resign from? 

Mr. Marcus. As director. So I had no more, nothing else to do with the bank. 

Mr. Rogers. Who was president? 

Mr. Marcus. My brother. 

Mr. Rogers. He resigned as president? 
om Marcus. He resigned as vice president and was made chairman of the 
0ard, 

Mr. Rogers. And what was Mr. Rosene’s position? 

Mr. Marcus. No ¢ \ 

Mr. Rogers. What was it? 

Mr. Marcus. Vice president. 

Mr. WALLACE. He is still vice president? 

Mr. Marcus. That is right. 

Mr. Rogers. At that time, did you offer a job to Mr. Ireland? 
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Mr. Marcus. At that time Mr. Hintz and myself, I prevailed on Mr. Ireland 
to meet us, and we knew that-he was going to retire this fall, and-I trieq 
to get him to come in to work under Mr. Hintz, or with Mr. Hintz, 

Mr. Wa.iace. Whe did you talk te about the possibility of getting Mr. 
Ireland before you actually called Mr. Ireland? How did you know about him? 

Mr. Marcus. I met Mr. Ireland before, and heard——— 

Mr. WaALLAcE. Where? 

Mr. Maxcus. Here. 

Mr. Rogers. He examined the bank? 

Mr. Marcus. Sure, and I heard about him retiring. 

Mr. Marcus. Mr. Hintz, or Mr. 

Mr. Rogers. Did Mr. Sorensen talk to you about it? 

Mr. Marcus. It could have been. It could have been anybody. I don’t re 
member exactly. Anyway, Mr. Hintz and myself met Mr. Ireland, asked him to 
consider whether he would come in with the bank. 

Mr. Watiace. Did you talk with Mr. Gover about Mr. Ireland? 

Mr. Marcus. Yes. 

Mr. Wauiace. What did Mr. Gover say about Mr. Ireland? 

Mr. Marcus. He thought it would be a good thing for our bank, 

Mr. WaALLAce. You called up and said, “Mr. Gover, we are thinking about 
hiring Mr. Ireland’? 

Mr. Marcus. I don’t know whether I did it or Mr. Hintz. I think Mr. Hintz 
called him before I did. 

Mr. WALLACE. Hintz called Gover? 

Mr. Marcus. I don’t know whether he called Gover or Mr. Ireland. He 
might have called Mr. Ireland. I do know the three of us met together, discussed 
the possibility of Mr. Ireland coming to us. 

Mr. Rogers. What did Mr. Ireland tell you? 

Mr. Marcus. He would consider it. Mr. Ireland was considering it. He 
didn’t know whether his wife was going to let him. 

Mr. Rogers. I should ask Mr. Ireland what he said. We will get the best 
evidence here. . 

Mr. Marcus. I said, I have it right here. Mr. Ireland, believe me, he had 
some other offer on the north side he was going to—he didn’t know whether 
his wife would want him to come here. He was thinking it over. 

Mr. Rocers. Well, then, after this took place, Mr. Hintz came in, was made 
president. Who was executive vice president at that time? 

Mr. Marcus. There was none. 

Mr. Rogers. Then we went along, and in June the FDIC filed a citation against 
the bank? . 

Mr. Marcus, I guess so. I was not a part of the activity. 

Mr. Rocers. And then we come down into July, June, and July, when it was 
found out about Mr. Hintz. 

Mr. Marcus. And hell broke loose. 

Mr. Rogers. You had no idea of this going on at all? 

Mr. Marcus. Absolutely none. To my lucky stars, lucky. 

Mr. Rocers. Who in the bank—well, I don’t know if you know, but from 
what you know now, who in the bank did know about this? 

Mr. Marcus. I would say nobody knew about any wrongdoings. The kid that 
cashed the checks thought he was doing the right thing. 

Mr. Rogers. Is that Mr. Schlitz? 

Mr. Marcus. I would say the kid is innocent. The boss tells him to cash the 
check. How can he be wrong? 

Mr. Roeers. Is he still with the bank? 

Mr. Marcus. Yes, a nice boy. That is why I say it is lucky for everybody. 

Mr. Rogers. That gets us down to the 13th of July. Did you ask Mr. Hintz 
to resign, or did he submit his resignation? 

Mr. Marcus. No. If I remember correctly, you and I were downtown and 
they called Mr. Hintz in at the FDIC and asked him—they asked him to— 
asked him what happened, and he admitted the whole thing. 

Mr. WALLACE. To the FDIC? 

Mr. Marcus. That is right. 

Mr. Rogers. To Mr. Gover? 

Mr. Marcus. To Mr. Gover. They said the best thing to do was to resign. 

Mr. Rogers. Is that what Gover said? 

Mr. Marcus. I don’t know what he said, what he himself said. I don’t. re- 
member exactly. 
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Mr. WeLSH. My recollection is that was about July 10, 11, somewhere along 
oe He did resign on the 13th, though? Is that when it became 
effective? 

Mr. Marcus. That is right. 

Mr. Rogers. Then, as I understand it—would you want to tell us about how 
vou went back to get Mr. Ireland? 
~ Mr. Watxace. Mr. Ireland said “No” at first back in April or so. Now Mr. 
Hintz resigns. 

Mr. Marcus. Mr. Hintz resigned. The board had a meeting, and we were in 
bad shape. I went back to Mr. Ireland, and Mr, Gover, and almost begged them 
o help us. 

, - ay Was this a meeting over at the FDIC office? 

Mr. Marcus. That is right. 

Mr. Rogers. Who else was there? Mr. Rosene? 

Mr. Marcus. Just myself and Mr. Gover, and some of the main officers, and 
it was a case of asking for temporary help. With all of the publicity, to be with- 
out anybody, and Mr. Hintz resigning, it would have been disastrous. We 
prevailed on them, on their good nature, to come in as a temporary, to help us out. 

Mr. WetsH. In order to insure there would be no interference or cross cur- 
rents from Mr. Leon Marcus or any of his associates that owned approximately 
between 50 or 60 percent of the stock, they were to sign proxies giving—first of all, 
it was suggested that the proxies run to me. I did not want that, because I am 
the attorney for the bank. I prepared what I call temporary proxies because we 
had no time to prepare anything formal. It seemed important at that time 
that was done so as to insure Mr. Ireland that he was the fellow who was 
actually running the bank and could yote that stock in case of necessity. 

I talked with Mr. Ireland, I talked with Mr. Livingston at the First National 
Bank about it and also Ray Becker, one of their vice presidents. 

Mr. Rogers. That is Homer Livingston? 

Mr. WetsH. That is right. And beeause of the pressure of time, all that 
I did was take a form proxy, fill it in, gave them to Mr. Leon Marcus to get signed 
by himself, his brother, his son-in-law, Mr. Reiniga, and you had some stock 
in the Sharon Building Corp. 

Now, on the face of those proxies it recites, if 1 remember the language cor- 
rectly: This proxy is coupled with an interest, and is irrevocable for 6 months. 

Now, in Illinois, a proxy is always revocable unless it is coupled with an 
interest. What we were going to do, what I was going to do, was prepare in 
some kind of acceptable form, formal proxies to be signed by all of these people. 
I sent those temporary proxies, as I call them, out to Mr. Ireland, and he still 
has them. I never did prepare the formal proxies because in the meantime Mrs. 
Ireland had this heart attack and the question came up as to whether he would 
be able to continue at all in any capacity. So that is where that matter stands. 

Mr. Wattace. If you have proxies for control and no one is going to exercise 
them, who has control? 

Mr. Marcus. The same people that own the shares, 

Mr. WALLAcE. That means Mr. Marcus is in control now. 

Mr. Marcus. Not active control. I am just a stockholder. Let’s say this: 
I would say the stockholders, the directers—— 

Mr. Rocers. Why don’t we run briefly through the officers and directors now? 

Mr. Marcus. Mr. Riley and them have been around every day. I saw Mr. 
Riley this morning. The directors have been very active, 

Mr. Rocers. How about giving me the names of them? 

Mr. Marcus. Do you have a statement here, a list of them somewhere? 

Mr. Rocers. I wanted to make sure, as of now I want to make sure it is as 
of now, and not the end of the year. Who is chairman of the board now? 

Mr. Marcus. H. L. Marcus. 

Mr. WatLace. Is Mr. Rosene on the board? 

Mr. Marcus. No; never was on the board. 

Mr. Rocers. Let’s run down through here. H. L. Marcus is no longer 
president? 

Mr. Marcus. No; chairman of the board. 

Mr. Rocers. There is nobody in the presidency? 

Mr. Marcus. No, sir. 

Mr. Rocers. Of course, Mr. Hintz is out. 

Mr. Marcus. Yes: 

Mr. WetsH. Of course. 
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Mr. Rocers. Mr. Adolph Helquist is vice president. 

Mr. WatLace. Is he the top executive officer right now? 

Mr. Marcus. Yes. 

Mr. Rocers. Martin J. Rosene is vice president. 

Mr. Skidmore is vice president and cashier. 

Mr. D. A. Skalitsky, trust officer. 

Bernard C. Hummel is an assistant trust officer. 

James E. Marshall, assistant trust officer. 

George W. Wagner, assistant cashier. 

Martin A. Weir, assistant cashier. 

Ralph K. Schlitz, assistant cashier. 

Herbert E. Brehm, Jr., is auditor. 

Mr. Watiace. Is that Schlitz the same one that cashed the checks? 

Mr. Marcus. That is right. 

Mr. Rocers. What changes have there been in the directors? 

Mr. WetsH. Read them down. 

Mr. Rocers. Frank A. Cramsie, Adolph A. Helquist, who is the vice president, 
Edward A. Hintz. 

Mr. Marcus. Out. 

Mr. WELSH. Resigned. 

Mr. Rocers. John F. Lesch. 

Mr. WetsH. He is here. 

Mr. Rocers. H. L. Marcus. 

Mr. Marcus. He is here. 

Mr. Rocers. Leon Marcus. 

Mr. Marcus. Out. 

Mr. Gorrs. David R. Muir. 

Mr. Marcus. He is in. 

Mr. Rogers. Leslie M. Price. 

Mr. Marcus. He is here. 

Mr. Rocers. Charles A. Reininga. 

Mr. Marcus. He is here. 

Mr. Rocers. And Joseph A. Riley. 

Mr. Marcus, Yes. 

Mr. Rocers. Mr. Welsh, have you been attorney for some period of time or 
since this last difficulty of the bank? 

Mr. Wetsn. For the bank since the first of May, I would say. 

Mr. Marcus. But you have done work for the bank for a couple of years. 

Mr. Wetsn. Off and on. 

Mr. Marcus. Several years. 

Mr. Rocers. Does Mr.—— 

Mr. Wetsnu. Not strictly for the bank as such, Leon. We have handled a lot 
of matters growing out of the trusts. 

Mr. Marcus. I meant, you have rendered services to the bank. 

Mr. WetsnH. Yes. 

Mr. Watiace. Who is the alderman of this ward? 

Mr. Marcus. Johnson. 

Mr. Wartace. Is this the eighth? 

Mr. Marcus. Yes. 

Mr. Wattace. Do you know him? 

Mr. Marcus. I met him once. 

Mr. Wattace. Did you ever purchase any tickets to any political affairs? 

Mr. Marcus. Once in a while. 

Mr. Wattace. Do you purchase them yourself? Did the bank ever purchase 
any? 

Mr. Marcus. Not to my knowledge? 

Mr. Watxiace. Not to your knowledge. 

Mr. Marcus. That is right. 

Mr. Watiace. Did you ever make any political contributions to any party 
or candidate for office? 

Mr. Marcus. Once in a while. 

Mr. Watuiace. You do make contributions. 

Mr. Rogers. De you that personally, or the bank? 

Mr. Marcus. Not the bank. I never had anything to do with any contribu- 
tions as far as the bank was concerned. 

Mr. WaLtace. Did you ever contribute to Mr. Orville Hodge? 

Mr. Marcus. No, sir. 
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Mr. Wa.tace. Did you ever contribute to any candidates for national of- 
fice, President or national committees? : 2 
"Mr. Marcus. To be honest, once in a while some ward committeeman, “Give 
me an ad,” or something like that. I may do it. 

Mr. WatLace. You take an ad for the bank? 

Mr. Marcus. Not for the bank, for myself. 

Mr. WALLACE. Even an ad, you don’t do it for the bank? 

Mr. Marcus. No, sir. I never was part of any function with the bank in the 
way of spending money, 

Mr. WALLACE. Why do you make these contributions? 

Mr. Marcus. They ask me. I always say the Republicans and Democrats are 
alike tome. Inever say “No.” : 

Mr. WALLACE. Don’t they ever ask you to give more than you are giving? 

Mr. Marcus. Oh,sure. They always ask for more. 

Mr. WALLACE. What do you tell them? 

Mr. Marcus. That is all. I usually split it up. If they want a hundred 
dollars, give them each $50. 

Mr. WALLAcE. You contribute to both ward committeemen without favor, one 
as much as the other? 

Mr. Marcus. That is right. 

Mr. WALLACE. What about two candidates for public office? Did you ever 
contribute to a candidate for State treasurer? 

Mr. Marcus. No, sir. 

Mr. WaALLAcE. Or State auditor? 

Mr. Marcus. No, sir. 

Mr. WALLACE. Are you convinced that Mr. Hintz broke the law? 

Mr. Marcus. I believe so. By this time I am, of course, 

Mr. WALLAcE. What I am saying, Mr. Hintz has said. 

Mr. Marcus. He admitted himself. 

Mr. WaLLace. Mr. Hintz has said that he thought this was the way things 
operated and he went along. He figured this was the way things were done. 
You wouldn’t know anything about that? 

Mr. Marcus. I wouldn’t know. 

Mr. WALLACE. Do you know anything about—do you know Mr. Browning? 

Mr. Marcus. Yes. 

Mr. WaLLAcE. J. Roy Browning, do you know him well? 

Mr. Marcus. I wouldn't say well. 

Mr. WaLLace. Did you agree to let him borrow $20,000, putting up a thousand 
shares of Elmwood Bank stock for the collateral? 

Mr. Rogers. Let me say one thing. In these questions, if you want to have 
your counsel here, we will wait until he comes back. 

Mr. WALLACE. This is not sworn testimony. 

Mr. Marcus. I have no objection to answering questions. There is nothing 
in all of my answers that I must worry about. 

Mr. WALLACE. Do you know about that loan? 

Mr. Marcus. I did know about it; yes, sir. I heard about it. 

Mr. WALLACE. You figured it was good collateral for the loan? 

Mr. Marcus. I was not a part of the loan committee. That comes under that. 

Mr. WALLACE. You were the loan committee on real-estate loans? 

Mr. Marcus. That is right. 

Mr. WALLACE. But not on this loan? 

Mr. Marcus. That is right. 

Mr. WaLLace, Did Mr. Hintz arrange this loan? 

Mr. Marcus. I don’t know. 

Mr. Roeers. Do you know anything about it at all? 

Mr. WALLACE. You knew that it existed? 

Mr. Marcus. I knew since. I don’t say I didn’t know at that time. I may 
have heard about it. It never impressed me. They put up collateral, collateral 
loan. I knew about it, no question about it. I didn’t pass on it. 

Mr. Wattace. Did you make any other loans to Mr. Browning besides that 
$20,000 loan? 

Mr. Marcus. I think we made one for his boy. 

Mr. WALLACE. His boy—$70,000? 

Mr. Marcus. No; a GI loan. 

Mr. WALLAcE, I mean, any more stock collateral loans? 

Mr. Marcus. No, sir; not to my knowledge. 

Mr. WatLace. You made a loan for his boy on real estate? 

Mr. Marcus. That is right. 
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Mr. WaALLAcE, This is the only loan you had with Browning other than the 
real estate, and to his son? 

Mr. Marcus. That is right. 

Mr. WatLace. Where is his son’s house? 

Mr. Marcus. I don’t know. Itisa good loan. 

Mr. WaLLAcE. Do you hold loans on property which is located only in Chicago? 

Mr. Marcus. Do what, sir? 

Mr. Wattace. Do your mortgage loans—are they on property located only in 
Chicago? 

Mr. Marcus. Practically all. There might be very few out. 

Mr. WaALLAcE. Any out of the State? 

Mr. Marcus. No, sir, not allowed to. 

Mr. WALLACE. You are not allowed to go out of State? 

Mr. Marcus. Not allowed to. 

Mr. WALLACE. You are allowed to go all over Illinois? 

Mr. Marcus. That is right. 

Mr. WALLACE. You keep pretty much in Chicago? 

Mr. Marcus. And pretty much on the South Side. 

Mr. WALLACE. Mr. Marcus, how much 

Mr. Marcus. Do you mind if I make one statement? 

Mr. WALLACE. Sure. 

Mr. Marcus. On the questioning of him, being asked to borrow money, if 
Mr. Ireland—lI offer him the stock. He didn’t have to pay for it if he wants 
to stay here. He wouldn’t have to borrow any money. I would be more than 
happy to give him the stock today to stay and operate the bank. He wouldn't 
have to borrow the money from nobody. I offer that to him. 

Mr. Rocers. You mean you offered—— 

Mr. WaAtLAce. To give it to him? 

Mr. Marcus. That is right, if he would stay and run the bank, without having 
to buy it. If it works out that it is worth anything, he could do whatever he 
wants at that time. He weuldn’t have to try to borrow any money if he wants my 
stock. I will give that to you. 

Mr. WALLACE. Have you made this statement before? 

Mr. Marcus. No, and I will give it to you or anbody that wants it. 

Mr. WALLAcE. He hasn’t taken you up on it? 

Mr. Marcus. That is right. He surely wouldn’t have to borrow money, 
would he? 

Mr. Rocers. I am glad you added that. 

Mr. Marcus. I would do it today, to any operator that is big enough to 
come in. I want to save the bank. That is my main aim, because this bank 
doesn’t deserve what it is getting through this bad publicity, through no fault 
of the bank. I would give this stock to any bank or big man that can come 
in and support the bank, for nothing, to work this out. So Mr. Ireland wouldn't 
have to try to borrow money from anybody. 

Mr. Watuace. Mr. Ireland was trying to work out an arrangement of con- 
trol. 

Mr. Marcus. But he didn’t have to. He can have it today, 

Mr. Wartace. He didn’t want it on the basis of having it given to him. 

Mr. Marcus. He surely would work for it. 

I want to explain, when you ask that question, that Mr. Gover or Mr. Ireland 
was trying to borrow money to buy my stock, they didn’t have to. 

Mr. WaALLAcE. Did you make that offer to anyone else? 

Mr. Marcus. To other people I have. I have offers out right now. 

Mr. WaALLAcEe. Who have you made the offer to? 

Mr. Marcus. To some head of the Clearing House. We had a meeting, all of 
the bankers. 

Mr. Wartace. Have you made the offer to Mr. Gover? 

Mr. Marcus. No. 

Mr. Watuace. Incidentally has there been any transfer of funds between 
the Southmoor and Elmwood Banks this year? 

Mr. Marcus. No, sir. 

Mr. Wattace. There has not been any transfer of funds between the two 
banks? 

Mr. Marcus. Not to my knowledge. Maybe I shouldnt’ say it, excuse me for 
saying it 

Mr. Watrace. The Clearing House- microfilm records, you can get that in- 
formation from the Clearing House if you wanted to, I guess, couldn’t you? 
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Mr. Marcus. I say I don’t know. 
Mr. Rocer. If you cleared checks, it wouldn’t be anything out of the usual. 
Mr. WatLace. The county treasurer withdrew his funds from here, $300,000? 
The State has a million and one-half secured, that is still here? That is quite 
a chunk of money for the county treasurer to have here. Do you have any idea 
why he had so much money here? 

Mr. Marcus. No sir 

Mr. Watiacr. You didn’t seek to have that here? 

Mr. Marcus. I personally ; no. 

Mr. Watiace. Did Mr. Hintz? 

Mr. Marcus. Possibly. He always liked, we always 

Mr Wattace. It is an advantage to have State and county funds? 

Mr. Marcus. Yes. 

Mr. Wattace. Mr. Hintz, you said, asked—— 

Mr. Marcus. Always. 

Mr. Roeers. Since you have had the trouble? 

Mr. Marcus. No. 

Mr. Rogers. In the last month? 

Mr. Marcus. No. 

Mr. WALLACE. You always tried to get as much as you can? 

Mr. Marcus. That is right. 

Mr. WattAce. You had a half million dollars in 1953, and then in 1954 you 
have a million and one-half in State funds. 

Mr. Marcus. Always trying to get more money. 

Mr. WALLACE. O. K. 

Mr. Marcus, how much in contributions have you made to political parties or 
candidates, or political organizations in the year 1955? 

Mr. Marcus. I don’t know. 

Mr. WALLACE. You have no idea? 

Mr. Marcus. No, sir. 

Mr. WALLACE. You keep no records of it at all? 

Mr. Marcus. No, sir. 

Mr, WALLACE. Was it over $5,000? 

Mr. Marcus. I really don’t know. 

Mr. WALLACE. Well, give me an example of the largest one you can remember. 

Mr. Marcus. I personally never make them myself. I usually, if they will 
bring in an ad, I have my girls write out the check. I don’t personally bother 
with it very much. 

Mr. Rogers. You tell the girl what to put on the check though? 

Mr. Marcus. That is right. I don’t think it was so much. I don’t think I 
ever went higher than a couple of hundred dollars. 

Mr. WALLACE. Have you ever given a thousand dollars in a single contribution? 

Mr. Marcus. I don’t think so. 

Mr. WALLACE. You don’t think so? But you don’t know? 

Mr. Marcus. I don’t remember giving any such amount. 

Mr. WALLACE. I would remember if I gave anyone a thousand dollars. 

Mr. Rocers. I wanted to ask Mr. Marcus if he knows of any loan to Hodge 
or his wife other than the $240,000 mortgage loan from the bank. 

Mr. Marcus. No, sir. 

Mr. WELSH. Wait a minute, Leon. 

Mr. Marcus. I heard of some of those loans. 

Mr. WELSH. Wait a minute now. There was a $10,000 loan to Margaret 
Hodge. 

Mr. Marcus. Yes. He asked me what I knew about the loan at the time. 

Mr. Rocers. I mean right now. 

Mr. Marcus. Now, I do. Excuse me. A couple of loans, 10, 20. It is of 
record. 
; Mr. WALLACE. How much altogether was loaned to Hodge? $25,000 on the 
10Ouse——— 

js. er og I think from the last report, I thought it was areund $60,000 
altogether. 

Mr. WALLACE. $60,000 altogether. 

Mr. Roeers. Technically, those were to Mrs. Hodge. 

Mr. WALLAce. Were they all 3-percent loans? 

Mr. Marcus. I don’t know. That I don’t know. 

Mr. WALLACE. Well, did you make a practice of making loans to people on 
recommendations of Mr. Hodge? 















1018 ILLINOIS BANKING SITUATION 


Mr. Marcus. Never; not to my knowledge. 
Mr. WALLACE. Hintz may have? 
Mr. Marcus. Yes. 


Mr. WALLACE. I was thinking about all of these State representatives who had 
loans here. 


Mr. Marcus. I have never known of Mr. Hodge ever giving anybody orders, 
I will say this much. 


Mr. WALLACE. He would suggest it, he thought this was the way things were 
done? 

Mr. Marcus. This is Mr. Hintz’ idea, but not mine and the bank’s. We have 
never seen Mr. Hodge directing anybody here. 

Mr. Rocers. Did Mr. Hodge to your knowledge conduct his dealings with the 
bank or through Mr. Hintz exclusively? 

Mr. Marcus. He never conducted them with anybody else to my knowledge. 

Mr. WALLAcE. You just barely knew Hodge yourself? 

Mr. Marcus. I have met him several times, barely knew him. I never went 
out with him. 

Mr. Wattace. You have never been by yourself with him? 

Mr. Marcus. No, sir; unless I was over there when they with Mr. Sorensen, 
raising hell with me once in a while. We had a stormy time. 

Mr. Rocers. Do either of you gentlemen know what happened to the brown 
envelope? 

Mr. WELSH. I never saw it. I never saw it. I saw an item in the paper 
somewhere that it wasn’t brown, it was white. 

Mr. Rocers. I was told by someone that Mr. Welsh had turned it over to Mr. 
Tieken. 

Mr. WetsH. Let me make this clear. We do not represent Mr. Hintz, we never 
did. 

Mr. WattaAce. Leonard turned it over to Tieken, maybe. 

Mr. Marcus. That is what the papers said. 

Mr. Rocers. Did it? 

Mr. Marcus. It said Leonard turned it over to Tieken. That is what the 
papers said. 

Mr. Wattace. Did this bank ever make loans to people who never got the 
money? 

Mr. Marcus. That is a funny question. I don’t know how to answer it. 

Mr. Marcus. Here is a Daily News story dated July 19, 1956, and the head- 
ing is, “Phantom Loans at Southmoor Probed by FBI. $400,000 in Personal 
Listings, Borrowers Deny Getting Cash.” 

Mr. Marcus. I should think the newspapers should answer that, how that 
could be done. 

Mr. Wattace. Elmer J. Bretz, the contractor in Springfield, whose name also 
appears on the roster of ghost borrowers, told the Daily News he has never 
borrowed from the bank. 

“If my name is on those records,” said Bretz, “it is a forgery.” 

Mr. Marcus. If you want my opinion, I can give you my opinion. When 
they found the suitcase with notes on the Southmoor Bank they merely uscd 
it between themselves and never the bank. 

Mr. Wets#. What you mean, Leon, and it is all speculation, somehow they 
got some of the bank note forms. 

Mr. Marcus. That is right. 

Mr. WetsH. We don’t know. 

Mr. Rocers. Did you ever see any of those checks that Hodge supposedly 
wrote against the white or brown envelope? 

Mr. Marcus. Who are you asking? Me? 

Mr. Rocers. Anyone. 

Mr. Marcus. No. 


Mr. Wattace. Here is an article in the Chicago Daily Tribune dated July 23. 
It is headed : “Disclose Loans by Bank to Legislators.” It is by Johnson Kanady. 
It starts out: 

“At least half a dozen State legislators, perhaps more, took advantage in 1955 
and 1956 of a special lending privilege set up for them by former Auditor Orville 
Hodge at the Southmoor Bank & Trust Co. in Chicago, investigation showed last 
night. The names of all of the legislators were not immediately available. An 
official of the State auditor’s office said he believed 8 or 10 got loans from the 
Southmoor Bank in 1955 through intercession by Hodge.” 

Now, here is a question that I know our committee is going to be concerned 
with. Do banks make loans on the basis of political connections? 
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Mr. Marcus. Can I answer that? I happen to know something about it. 

Mr. WevtsH. If you know something about it, if you are not speculating. 

Mr. Marcus. I am not speculating. Mr. Hintz mentioned that he would take 
an assignment of their pay and loan it to them on that basis. I don’t know 
whether it was Hodge’s recommendation or whose recommendation, but Mr. 
Hintz made several loans by taking the assignments from the State, and the 
checks, when the State would pay these legislators, would come through the 
bank and pay the note off. That is my understanding. 

Mr. Rocers. Do the records of your bank show that? 

Mr. Marcus. I don’t know. I would say there should be. I don’t know that. 
I am just giving you 

Mr. WaLLAcE. What were the terms of these notes? 

Mr. Marcus. I don’t know. 

Mr. Wa.iace. State Representative Noble W. Lee, according to a Chicago 
Daily News story, July 23, asserted that Orville Hodge and the Southmoor Bank 
played “a dirty trick” on him. Apparently he got a loan, as you described, on 
the basis of an assignment 

Mr. Marcus. I will say this: I don’t know if Mr. Hodge ever had anything to 
do with it. This is merely how Mr. Hintz made a few loans. 

Mr. Rocrers. He told you about this? 

Mr. Marcus. This is way back when. 

Mr. Rogers. When he was doing it? 

Mr. Marcus. He mentioned it on a few loans that he made. 

Mr. WatLace. He was complaining because the check was cashed without his 
ever seeing it. He got a $2,500 loan, and the check was for $3,750, and he sent 
the check to the Southmoor Bank, and the Southmoor Bank sent him the can- 
celed note, and a check for the difference between the amount of the note—— 

Mr. WetsH. What was the dirty trick? 

Mr. Wattace. He says the check was signed without his ever seeing it or 
endorsing it. 

Mr. Marcus. He got all he agreed to ahead of time. 

Mr. WaALLAcE. It made me very angry. I thought Hodge was doing a dirty 
trick reflecting on my integrity. 

Mr. Marcus. I don’t see how Hodge would have anything to do with it. 

Mr. WaLLAcE. I don’t know Hodge from Adam’s off ox. 

Mr. Rogers. I would like to say, if either of the two of you have any statements 
that you want to add, that you think may be helpful to us, we will appreciate 
receiving them. 

Mr. WetsH. Off the record? 

Mr. WatuLace. Off the record. 

(Diseussion off the record.) 

Mr. Rocers. There is one question that I wanted to ask. That was whether 
back when Mr. Hintz became president, if there was a voting trust arrange- 
ment set up with the stock at that time. 

Mr. WetsuH. I can tell you about that. Put this on the record. One of the 
requirements or condiitons that was set out in the FDIC citation, as they call 
it, was that Leon Marcus, H. L. Marcus, Rosene be permanently eliminated, 
I have a copy of the thing here, from the management. 

Mr. Rogers We have seen that. 

Mr. WetsH. Then you know what is in it. 

Mr. Rocers. What I wanted cleared up, somewhere along the line we got an 
impression that an arrangement similar to what you did with Mr. Ireland was 
worked out when Hintz came in. 

Mr. Marcus. Was going to be worked out. It was never consummated. 

Mr. WELSH. Let me tell you. It was about June, around June 16 or 17, 
somewhere in there, Mr. Hintz, H. L. Marcus, and I went to Washington by an 
appointment made with Mr. Coburn, General Counsel of the FDIC. 

We went down for two purposes, No. 1 to show them in figures the progress 
the bank had made up to that time from March 26, which was the date of the 
examiner’s report in liquidating, disposing of real estate loans, and reducing 
the classified loans, you know what I mean by that, substandard, doubtful and 
loss. That was one purpose. 

The other purpose was to have a general talk with the gentlemen down there, 
on a program for rehabilitating the bank. One of the features of the program 
was in some way to insure the elimination of voting control so far as the 
Marcus group and associates were concerned. And I suppose we talked par- 
ticularly with Mr. Coburn, and I think a man by the name of Fisher who is 
also in his department, about how to do it, what could be done. 





1020 ILLINOIS BANKING SITUATION 


And the net result of all of the conversation was that while they didn’t par- 
ticularly like it, they didn’t know any way of doing it other than by a voting 
trust. 

So I in conversation told them that I would draft, prepare a draft of a voting 
trust, and the trustees were to be Hintz, Cramsie, and Riley. I did prepare a draft 
of a voting trust and sent two copies over to Mr. Gover. And he sent, when I 
say he sent, he must have sent, he must have sent one copy down to Washington 
because he received a letter back making some comments with respect to it. 

He gave me a copy of that letter. I don’t know whether I have it in this file 
or where it is. 

Mr. Rocers. I think what my question was, the fact that you did set up this, 
it has never gone into effect? 

Mr, Wetsu. No, it has never gone into effect. In the meantime, and I ean well 
understand how they may be a little skeptical down there, when we were down 
there, and neither H. L. Marcus nor myself had the slightest hint of this Hodge- 
Hintz tieup. 

Mr. Marcus. I surely wouldn’t make him trustee of the stock. 

Mr. Wetsn. In the meantime, it took me 4 or 5 days before I got the draft 
ready and sent it down; in the meantime things began to come out about Hodge 
and Hintz, so nothing further has been done on that. 

Mr. Rocers. Well, the point is, have you not pursued it, or the FDIC has 
rejected it, or not accepted the idea? 

Mr. WeEtsuH. The answer to that is both. They haven’t pursued it particularly, 
and I haven’t either, because of the situation. Something like that will have to 
be done. 

Mr. WALLACE. Don’t you have an application to the FDIC to get a deposit 
made? 

Mr. WetsH. We do. 

Mr. WaALLAce. What is that called, a subordinated deposit? 

Mr. Wetsu. A subordinated deposit, or we put it in the alternative, to make a 
loan against a pledge of assets, or to buy certain of the mortgages which they are 
authorized to do under 13 C, I think they call it. 

Mr. WALLAcE. They are authorized to do it. Did they say what they were 
going to do about that, whether they were or would not? Did they make any 


stipulation if you do a certain thing, well, we won’t do it as long as this present 
contro! situation exists? 

Mr. Wetsn. That is right. 

Mr. WALLACE. Apparently you can’t give this bank to anybody. 

Mr. Marcus. Well, with the publicity-—— 

Mr. Rocers. Have the local bankers in Chicago tried to help out on this? 

Mr. Marcus. Only in conversation. They think we should do everything in 
the world, but they are scared. They are scared for the publicity. 

Mr. Rocers. They don’t want their bank’s name linked with yours. 

Mr. Wetsu. That is understandable. 

Mr. Marcus. A bank would buy some mortgages and pay us par. This par- 
ticular bank has bought before. The only reason they wouldn't buy is because 
they are scared. When the transfer comes out that the Southmoor Bank trans- 
ferred over to this bank, they are scared. They have been buying it from us for 
the past 5 years. 

If you can get the newspapers off our back, I think this bank will survive and 
live. We are living today. 

Mr. WaALLAcEe. How much have you lost in deposits? 

Mr. Marcus. I would say roughly about, all deposits, not including the public, 
would be somewhere around $6 million. 

Mr. WALLAcE. Plus a half million? 

Mr. Marcus. Plus about another million or more, over a million of the other. 

Mr. WALLACE. Over a million, county funds? 

Mr. Marcus. County and—— 

Mr. Wattace. You haven’t had any withdrawals of State funds? 

Mr. Marcus. No. I am talking about public funds. 

Mr. Watrace. Sanitary district? 

Mr. Marcus. One item, about a million dollars, 

He had a million dollars insured, all insured by the FDIC, but got scared and 
pulled out. 

Mr. Rocers. Is there anything else that you want to add? 

Mr. WALLACE, If not, you May go. 
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UNSWORN TESTIMONY OF LEON MARCUS 


PROCEEDINGS OF SENATE BANKING AND CURRENCY COMMITTEE STAFF INVESTIGATION 
In Re InzrNots BANKING SITUATION 


Tue SourHMOooR BANK & Trust Co., 
6760 Stony Island Avenue, Chicago, Tu. 
August 30, 1956, 10 a. m. 


Present: Mr. Robert A. Wallace, staff director; Mr. Matthew Hale, Counsel. 

Also present : Mr. Leon Marcus. 

Mr. WALLACE. Will you identify yourself? 

Mr. Marcus. Leon Marcus, the same Leon Marcus, and I testified last time, I 
believe. 

Mr. Wattace. Yes. I think, to begin with, Mr. Marcus, could we get the 
details of your sale of the bank to this Leeman family of Detroit? 

Mr. Marcus. Yes, sir. 

Mr. WALLACE. What are the provisions of the sale? What price is being paid 
for the stock? 

Mr. Marcus. The actual details are over at Mr. Welsh’s office. I will be happy, 
if it is all right with you, te give you a copy of it. 

Mr. WALLACE. QO. K. 

Mr. Marcus. Would that be the best? 

Mr. Watiace. Mr. Welsh isn’t here today? 

Mr. Marcus. No. I will be happy to deliver a copy to you. 

Mr. WALLACE. Can you tell me, though, if a price was set? 

Mr. Marcus. Yes, sir. It depends a considerable amount as to the outcome 
of any losses because of the condition of the possible claims. 

Mr. WALLACE. In other words, a final price has not been set? 

Mr. Marcus. A final price will depend on the outcome of this lawsuit. 

Mr. WALLACE. What lawsuit? 

Mr. Marcus. I am speaking of the claims by the State against the bank, if any. 

Mr. WALLACE. Don’t you have a surety company? 

Mr. Marcus. Yes; we have, but even then, a man that goes out and buys stock, 
they still want protection, a guaranty. I will be most happy to deliver a copy 
of it to you. 

Mr. Watiace. O. K. 

Mr. Hats. That was sold to whom? 

Mr. Marcus. To the Leemans. 

Mr. Hate. What were the first names? 

Mr. Marcus, I am wrong, excuse me. That was actually—my sale is with 
Corrington. 

Mr. WALLACE. I see. 

Mr. Marcus. Iam wrong. My dealings are with Corrington. Corrington has 
his own deal with the Leemans. 

Mr. WALLACE. Louis J. Corrington. 

Mr. Marcus. The actual conveyance was made to Corrington. 

Mr. Hate. Is the stock now registered in his name? 

Mr. Marcus. Right. 

. HALE. When was that transfer made? 

. Marcus. I think about 2 weeks ago, approximately. 

. Hate. And has he paid something on account yet? 

. Marcus. Yes. 

. WALLACE. How much has he paid? 

. Marcus. I don’t know the details on that. The reason—I think the pay- 
ment was actually made on the stock that he had to take possession of. The 
rest of it is in eserow at the Chicago Title. They had to—because he had to take 
so much stock out physically to deposit with the State to qualify as a director. 

Mr. WALLACE. Qualifying shares. 

Mr. Hats. How many would that be? 

Mr. Marcus. About 50 shares. The qualifying shares were paid for. 

Mr. Wattace. Where are your shares now, the ones you held? 

Mr. Marcus. In escrow, Chicago Title, in Corrington’s name. 

Mr. Watiace. In Corrington’s name? 

Mr. Marcus. Yes. 

Mr. Wariace. He can’t get them out until you reach an agreement on price? 


og Marcus. We have already reached an agreement if everything is complied 
with. 
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Mr. Hate. What are they in escrow for? 

Mr. Marcus. Well, as I said, to see the outcome—the results from possible law- 
suits. 

Mr. Waxtace. Suppose you lost $300,000. What would the price of the 
stock be? 

Mr. Marcus. It would be at that time determined. 

Mr. WALLace. Would it be book value minus the $300,000 spread over all of the 
stock? 

Mr. Marcus. Approximately, or whatever we can arrive at at that time. 

Mr. Watace. In other words, there is no final price set for the stock? 

Mr. Marcus. I would say there is a price set unless Something unusual happens. 
The price is set, if nothing happens. 

Mr. Wa.L.ace. What is the price if nothing happens? 

Mr. Marcus. The book. 

Mr. WaLLace. The book value? 

Mr. Marcus. Yes. 

Mr. WattLace. What is that, $20 a share? 

Mr. Marcus. I would have to get the actual figures. There is an actual figure 
on it. 

Mr. Watrace. You don’t know the book value of your own stock? 

Mr. Marcus. It isn’t the book. When I speak of the original, it isn’t the 
original book. It is the book when it is consummated. 

Mr. Hare. Which was 2 weeks ago. 

Mr. Marcus. Yes. It might be $30, maybe $39; X dollars. 

Mr. WALLACE. Does the book value vary, or is it a set amount? 

Mr. Hare. You are thinking of par value. 

Mr. Wattace. Book varies? 

Mr. Hare. Whatever the books show. 

Mr. Watiace. Whatever the bank is worth? 

Mr. Marcus. That is right. 

Mr. WaLLAce. I see. 

Mr. Hate. How many shares in all? 

Mr. Marcus. Fifty-one percent. 

Mr. Waxtace. Is that what Corrington bought? 

Mr. Marcus. Yes. 

Mr. Wa.tace. Actually what he bought was just your shares? He didn’t buy, 
or did he? Did he buy Rosene and Spector—— 

Mr. Marcus. They are all out. Rosene, Spector, Marcus, and—— 

Mr. Watvace. What stock was in your voting group which was not purchased 
by Corrington? 

Mr. Marcus. None. They got everything, everything that we had is out 
that I had. - 

Mr. Hate. Which amounts to 51 percent? 

Mr. Marcus. Yes. There were some others they actually bought outright. 
We have no more stock. 

Mr. Watxace. You have no stock? 

Mr. Marcus. No. 

Mr. Watiace. What about—— 

Mr. Marcus. Reininga? 

Mr. WALtLAcE. Yes. 

Mr. Marcus. He still has qualifying shares. He is still a director, to my 
knowledge. 

Mr. Hare. Are you still a director? 

Mr. Marcus. No, sir. 

Mr. Hate. Let me get this straight. The stock is in escrow. When would 
the payments for it be made, assuming there is no charge against the bank? 

Mr. Marcus. The first withdrawal on the payment would be in 2 years. 

Mr. Hare. He wouldn’t pay—— 

Mr. Marcus. I wouldn’t get anything until 2 years. They figure it will take 
that long to find out if there might be possible losses. 

Mr. Hate. All dividends in the meanwhile would go to Mr. Corrington? 

Mr. Marcus. That is right. 

Mr. Wattace. What is the total deposits in the bank now? 

Mr. Marcus. I would say—I am guessing—somewhere around $12 million. 

Mr. Watiace. This was—at one time it was $20 million; wasn’t it? 


Mr. Marcus. Twenty-two million. The deposits were $20 million. The over- 
all was $22 million. 
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Mr. WaLLace. How can a bank survive such a blow as to lose $10 million in 

posits? 

- Mr. M arcus. Because of the type of securities we had. 

Mr. Waciace. Did you ever get any help from the FDIC? 

Mr. Marcus. Nobody. This was, it is a miracle, and the only thing that 
survived the bank, and believe me, I built this bank considerably myself, but 
] always did business with little people. I never went after the big shots for 
only one reason. When you have a $200 deposit, or a $2,000 deposit, if they 
take it out, you can’t feel it. You get one of those big shots, they want to own 
vou, to begin with. They take out $100,000, $200,000, and it hurts. I worked 
for one purpose, This bank has made more little people than any bank in 
Chicago. 

I haat made approximately, during my time, on small FHA or GI people, 
over $50 million in mortgages. That is a lot of little people. But they are—— 

Mr. Wattace. Does that include Southmoor Securities? 

Mr. Marcus. The bank, I never made any mortgages for the Southmoor 
Securities other than maybe little second mortgages. 

Mr. Watiace. You purchased them but never made them? 

Mr. Marcus. Never made any first mortgages. All mortgages were made for 
the bank, by the bank. 

Mr. Hate. But you did have very substantial public deposits? 

Mr. Marcus. Yes; public deposits. 

Mr. Watace. Before we get into that, I want to find out something. 

Could you tell us, when did you create the Southmoor Foundation? 

Mr. Marcus. Somewhere around 3 or 4 years ago. 

Mr. Wa.uace. If that were to be liquidated, how much would be in it? 

Mr, Marcus. I don’t know exactly ; somewhere around fifty or sixty thousand 
dollars. 

Mr. Wattace. How about Southmoor Securities? If you liquidated that, how 
much would it be worth? You made some pretty substantial loans, 

Mr. Marcus. I would say a couple of hundred thousand dollars. 

Mr. Wattace. That is purely yourself? 

Mr. Marcus. That is right. It has nothing to do—as a matter of fact, the 
foundation money went out from me and no one else, very little from anyone 
else. I created it. 

Mr. WALLACE, You mean very little money went to the foundation other than 
from you? 

Mr. Marcus. That is what I mean. Practically all of the money that went 
into the foundation is what I created. 

Mr. Watiace. Have you given any of that foundation money away? 

Mr. Marcus. Only to charity. 

Mr. WALLACE. You have given some to charity? 

Mr. Marcus. Yes; that is all. 

Mr. WaLLAceE. How much money have you given to charity? 

Mr. Marcus. I have no cheek exactly. The records have been turned over and 
—ir by the FBI. They have got copies of all of the checks, copies of our 
OOKS, 

Mr. WatLace. Do they have them in their custody now? 

Mr. Marcus. The books in themselves, I have them, and the checks, I have 
them here. But I say, they went over it, all of it, and the only item that there 
is other than legal charity, and none by cash, all by check, is less than a hundred 
dollar item to a certified public accountant, so that we can file an intelligent 
statement with the Government. 

Mr. WatLace. Did you ever pay any money out of the Southmoor Foundation 
account in cash for charitable purposes? 

Mr. Marcus. No, sir, always by checks. 

Mr. WaLLace. How many checks would you say had been written on it? 

Mr. Marcus I would be guessing. I didn’t personally handle it. 

Mr. WALLACE. Do you have a list of the checks? 

Mr. Marcus. I will be happy to give you the books, including all of the checks. 
I will be most happy to turn it over to you for examination. 

Mr. Watvace. I wonder if you would be just as happy to have your secretary 
type out a list of all of the checks, the purpose, and the amount. 

Mr. Marcus. And send it to you? 

Mr. WatLace. And send it to us at the Palmer House. 

PR Marcus. If you want photostatic copies of the checks, you can have 
em. 
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Mr. WALLAcE. How many checks? 

Mr. Marcus. I don’t know. 

Mr. WALLACE. That will be fine. 

Mr. Marcus. I will be most happy to give you all of that. Nobody received 
an expense account, or a salary for anything pertaining to the foundation at 
no time. 

Mr. Wattace. You were not the only one that could write checks on that 
account, were you? 

Mr. Magrcus. I was not; no. I would say all of them were written at my 
direction. 

Mr. Watrace. When did you create the Southmoor Securities? 

Mr. Marcus. I would say roughly 8 or 9 years ago. 

Mr. WALLACE. That is owned by you and some of your family? 

Mr. Marcus. That is right, and my associates—my associate, Mr. Reininga. 

Mr. WALLACE. Reininga owns part of it also? 

Mr. Marcus. Yes. 

Mr. WaLuLAce. What share of it does Reininga own? 

Mr. Marcus. I would say some wherearound 15 percent. 

Mr. WALLACE. Fifteen percent. 

As I understand it, the Southmoor Securities writes insurance, makes small 
mortgages, small loans that aren’t suitable for the bank, and you make second 
mortgages or buy second mortgages? 

Mr. Marcus. Once in a while, make them and buy them. 

Mr. WALLACE. Does it ever make unsecured loans? 

Mr. Marcus. Very seldom, very seldom. 

Mr. WALLACE. But occasionally you do? 

Mr. Marcus. Might be small one for some people that I know they are good. 

Mr. WaA.LtaAce. I wonder if we could have a list of all withdrawals from that 
for the past 2 or 3 years since 1953. 

Mr. Marcus. What do you mean by withdrawals? 

Mr. Wa.LiLAce. Checks written on it. 

Mr. Marcus. My company? 

Mr. Watzace. Yes. 

Mr. Marcus. No objection. 

Mr. WALLACE. Now, as I understand the Southmoor Securities, that is dif- 
ferent from the bank, it is different from the Southmoor Foundation? 

Mr. Marcus. It has no tieup with the bank. The foundation is separate. 

Mr. WALLAcE. And it is not a tax-exempt thing? 

Mr. Marcus. No. 

Mr. Watrace. If you were to take money out of the Southmoor Securities 
account, you keep your account here at the bank? 

Mr. Marcus. Yes. 

Mr. WALLAcE. You could take it out either by writing a check against it or 
you could make a withdrawal? 

Mr. Marcus. Writing check or a withdrawal, yes. 

Mr. WaAxLLAceE. When you make a withdrawal, that is what I meant by a list 
of all checks and photostats of checks, and also withdrawals. 

Mr. Marcus. I doubt there is any such thing as withdrawals. In fact, I don’t 
think there has ever been a withdrawal. The only thing we would have would 
be checks. 

Mr. Wa.tace. In other words, if you wanted to make a payment for some 
thing in cash, you would write a check to eash and then get the cash? 

Mr. Marcus. Yes. Hardly any payments are made by cash. 

Mr. Watiace. Did you ever make a cash contribution for Governor Stratton? 

Mr. Marcus. Never. 

Mr. WALLACE. Mr. Marcus, this is not sworn testimony, but let me put it this 
way: Did you make a cash contribution to Mr. Fleck? 

Mr. Marcus. No, sir, I did not, personally. I did not personally make a con- 
tribution. I don’t say there was none made. 

Mr. Watace. There was one made. Suppose you tell us about it. 

Mr. Marcus. I understand, and that came from Fleck to me, that he received 
such a contribution from Mr. Hintz out of my money. 

Mr. WaLLaAce. I see. In other words, you gave Mr. Hintz the money and Mr. 
Hintz gave it to Mr. Fleck? 

Mr. Marcus. Right. This is not, I did not get it from Mr. Hintz. I got that 
from Mr. Fleck. 

Mr. WALLAcE, I don’t understand. You didn’t get what? 
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Mr. Marcus. I mean, the knowledge of it. I found it out from Mr. Fleck. 

Mr. Hate. What did you find out about the amount? 

Mr. Marcus. He told me that he received X dollars. 

Mr. Hate. What is the X? 

Mr. Marcus. Somewhere about $4,400 or $4,600. 

Mr. Hate. Mr. Fleck told you he had received $4,600 of your money from 
Mr. Hintz? 

Mr. Marcus. Right. 

Mr. Hae. Did you ask Mr. Hintz about it? 

Mr. Marcus. Oh, casually. That is when all of the trouble was going 
on. 

"Mr. Hate. When was this? When did you hear of it from Mr. Fleck? 

Mr. Marcus. I would say a couple—when all of this—about a month ago, 
maybe 6 weeks. 

Mr. Hae. That is when you heard of it. When did you hear that it had been 
made? 

Mr. Marcus. That is when I heard that it was made. 

Mr. Hate. Yes, but when was it made as distinguished from when you heard of 
it? 

Mr. Marcus. Over a period of a couple of years, or a year. 

Mr. Hate. How would Mr. Hintz be able to take $4,600 of your money? 

Mr. Marcus. That was my method, as far as giving Mr. Hintz expense money. 
He would come in and ask me for a reasonable amount of expense money 
from time to time, for a thousand dollars, $1,500, $500, $300, and I would give it 
to him. I weuld make it out to cash. He could do what he wanted. 

Mr. Watiace. Mr. Hintz? 

Mr. Marcus. Yes. As a matter of fact, many times he started to say, you 
know I am doing so and so. I would say, “Don’t tell me. For my part, I 
don’t care if you spend it.” It made no difference to me. . 

Mr. WaxLace. You don’t know 

Mr. Marcus. I didn’t know, and I didn’t care. The less he told me the 
better I liked it. 

Mr. Hate. Why? 

Mr. Marcus. I wasn’t interested as long as he was doing the job. That is 
all I was interested in. 

Mr. Hate. What moneys of yours would that be? Southmoor Securities? 

Mr. Marcus. My own money. 

Mr. Hare. You have a personal account here? 

Mr. Marcus. It is My own money, my own account. It was on a special ac: 
count that I called Southmoor Securities Co. No. 1 or No. 2, something like 
that. 

Those are copies of the checks that I have also, that the Government has. 

Mr. Hate. You said Southmoor Securities Co. account? 

Mr. Marcus. That was only the name of it. It never went on the books 
of the company. It was a special account that I had. 

Mr. WaALLAce. How often did you give Mr. Hintz money? 

Mr. Marcus. Oh, I really don’t know. Practically any time, quite frequently. 

Mr. WatLiace. Quite frequently? 

Mr. Marcus. Yes. 

Mr. Hate. What would you say it amounted to in 1956, wp to June 30? 

Mr. Marcus. Oh, maybe four or five or six thousand dollars. 

Mr. WALLACE. How about for the year 1955? 

Mr. Marcus. I would say around that, five or six thousand dollars. 

Mr. Hate. I wonder, as long as we came out here so that you eould give us 
access to the records, whether you could get that account? 

Mr. Marcus. I can give you copies. I will say this, if you want all of those 
records you can have them. 

Mr. Wattace. Well, I think 

Mr. Marcus. I have no objection. 

Mr. WALLACE. I think the gifts in this case, you would give the eash to Mr. 
Hintz and Mr. Hintz would distribute it, that is what you are telling us? 

Mr. Marcus. As far as I know now. 

Mr. WaLLAcE. Sometimes he would tell you, but you didn’t especially want 
1im to? 

Mr. Marcus. When I say that, I am expressing myself. I don’t know whether 
IT actually said it or not. As far as I am concerned, I don’t care what he did 
with it and if he did the job. 
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Mr. Hate. What did he tell you about what he was going to use it for? 

Mr. Marcus. Oh, various things, various items. I am saying, sometimes he 
would tell me exactly. Sometimes he didn’t. 

Mr. WALLACE. Give us an example of some of the things he told you, Mr. Marcus, 
We don’t want to have to tell you what he said. 

Mr. Marcus. Most of the time he said, “I want $1,500 for expense money.” 

Mr. WALLACE. Well, you knew, did you not, Mr. Hintz was the one who arranged 
to get extra deposits for the bank? 

Mr. Marcus. Well, he was the banker of the bank. 

Mr. WALLAcE. He was the banker. You, as I understand it, you felt that in 
order to help him get these deposits you would give him this so-called expense 
money? 

I don’t see why we should have to give you the answers so that you know what 
to agree to. Why don’t you tell us everything? 

Mr. Marcus. This goes back 3 years. I would say, “If you want money, Ed, 
come and get it.” If I wasn’t here they would ask me later if it is all right. 

Mr. WaLLAcE. Do you have lists of the checks made out and what they were 
made for on the Southmoor Securities? 

Mr. Marcus. No. 

Mr. WALLAcE. You have just checks? 

Mr. Marcus. Most of them are in cash. 

Mr. WALLACE. Most of them are cash. 

Mr. Hate. Speaking now of the Southmoor Securities account, which wasn’t 
Southmoor Securities Co. money—— 

Mr. Marcus. That is right. As I said, those have been examined by the 
Government. 

Mr. WALLACE. Well, we would like to examine them, too. 

Mr. Marcus. If you want them now 

Mr. WALLACE. Yes. 

Mr. Marcus. What I am saying is this: It will take you, if you want to put 
somebody to work on it, you can do whatever you want to do. There is no 
objection. 

Mr. WaALLAce. Well, I think—— 

Mr. Marcus. I thought I would give you the whole thing, write it up if you want, 
send it to you if you want it. 

Mr. Wa.tace. One of the problems we are going to have, there will be a lot of 
checks written to cash on this account, and these went to Hintz. You say that 
you don’t know what he used them for. There were occasions he told you gen- 
erally what he was going to use them for. 

Mr. Marcus. Not necessarily. Maybe sometimes he did, and I wouldn’t re- 
member what he said. I wouldn’t answer you what he used any of it for. 

Mr. WALLACE. Well, do you remember—— 

Mr. Marcus. As a matter of fact, he could have used it for whatever he 
wanted. Maybe—I don’t know what he did with it. 

Mr. Hare. Can you remember any one time during 1956 when he told you what 
he was going to use any of this expense money for? 

Mr. WaALLace. Why don’t you tell us all of the thi 

Mr. Marcus. Believe me, sir, I wouldn’t know which is which. 

Mr. Hate. No; but did he tell you at any time during 1956 what he wanted 
money for? 

Mr. Marcus. No. He would say, “I need $1,500 or $500.” But directly what he 
was going to do with it; no, sir. That is how we started out. He didn’t want 
to have anything to do—I got him here because he was, as far as I was concerned, 
he was the most honorable guy in the banking business. He was a fellow that 
had all of the prestige in the world, and I wouldn’t doubt that man would want 
a dollar of mine unless he used it. 

Mr. Hate. For the bank’s benefit? 

Mr. Marcus. Well, anybody’s benefit. 

Mr. Wactace. Isn’t it rather unusual for an owner of a bank to just give his 
executive vice president all of the cash he wants for expense money without 
knowing? 

Mr. Marcus. It wasn’t that unreasonable. I think if you would go into—— 

Mr. Wattace. The idea of giving him something like $4,600 without any idea 
of what it is for seems rather-——— 

Mr. Marcus. I would say, I had an idea that he made some contributions to 
various men. I knew that much. 

Mr. WautLAce. That is all I am driving at. 
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Marcus. If that is what you are driving at, I knew that much. 

Wa.iace. You knew the $4,600 was going to Mr. Fleck for Mr. Stratton’s 
ign fund, did you not? 

Marcus. I didn't know that. There was, at no time did he ever—— 
Wa.uace. You found out later, did you not? 

Marcus. I will say this—no. I found out later by Mr. Fleck approaching 


me on that subject. I did not get it from Mr. Hintz. I didn’t know if he 
ever got the money. Other than Mr. Fleck pointed out he got some money from 
Mr. Hintz over a period of time, and that some checks, after going over those, 
the checks I am talking about, coincided closely to that amount. 
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Hae. When Mr. Fleck told you about this, did he do anything more? 
Marcus. Yes. He wanted to put it in writing on it. 
Watiace. Put what in writing? 

Marcus. Reduce it to writing, how much he got. 
Wa.Lace. Reduce it to writing? 

Marcus. Yes; to tell me, put it down—— 

Hate. Did he give you a letter? 

Marcus. Yes. 

WALLACE. Do you have the letter? 

Marcus. No. 

Watiace. Who has it? 

Marcus. I turned it over to Mr. Welsh. 

WaLiace. Mr. Welsh has it? 

Marcus. Yes. 

Hate. When was that written? 

Marcus. Oh, I might say about 6 weeks ago or more. 
WALLACE. What was said in the letter? 

Marcus. How much money he received. 

Wa.taAce. Could you get the letter for us from Mr. Welsh? 
Marcus. I don’t see why not. 

Wa.iace, So that we can photostat it. 


Is that all of the dealings you had with Mr. Fleck? 
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Marcus. That is right, sir. 

WaL.vace. He sent you a letter acknowledging these—— 

Marcus. I met him. 

WaLiace. You met him? 

Mancus. Yes. 

WaLiace. What did you talk about when he met you? 

Marcus. I didn’t know. He called me, asked me to meet him. I did. 
WALLACE. What did you talk about? 

Marcus. He talked about this money that he received. 

Wattace, And he said he wanted to send you a letter acknowledging it? 
Marcus. He said would I object to reducing it to writing. I said frankly, 


I didn’t see any sense in it, and to be honest with you I asked Mr. Welsh. He 
said—— 
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Wa .iace. He wanted it in writing. This was 6 weeks ago.? 

Makcus. About that. 

Watiace. But the gifts were made in 1955. 

Marcus. I would say “Yes”. 

Watxace. Did he ask for any more money? 

Marcus. No. 

WALLACE. Did he want you to take the money back? 

Marcus. That was the main object. He wanted to return the money. 
WaLtace. He wanted to put it in writing and return it also? 

Marcus. That is right. 

Wa ttace. Did he say why he wanted to do that? 

Marcus. He said he made a mistake, he didn’t want trouble. I don’t 


know exactly. 
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Wa.Lace. Was he under the impression this had been given by the bank? 
Marcus. I don’t know. I don’t know. Evidently not, because he didn’t 


go to the bank, and if the bank gave money like that they would have a record 


of it. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


The bank never gave him money. I had no record that I gave him money. 
Hate. He did return it? 

Marcus. Yes. 

Hare. When? 

Makcus. At that time, when he gave me the letter. 

Hate. In cash or check? 
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Mr. Marcus. In cash. 

Mr. WaLLace. At one time he met you he wanted to reduce this gift to Writing, 
and wanted to return the gift to you? 

Mr. Marcus. He made out the statement that he had received X @ollars. 

Mr. WALLACE. And then he wanted another statement—— 

Mr. Marcus. In the same document, the same little letter. 

Mr. WatraAce. That he had given it back? 

Mr. Marcus. Yes. 

Mr. Hate. This letter, Mr. Fleck told you and said in the letter the amount was 
$4,600 ; is that right? 

Mr. Marcus. About that, $4,400, $4,600, that kind of money. 

Mr. Hae. Did you know that was the right figure? 

Mr. Marcus. No. 

Mr. HAter. In other words, it could have been $5,600, it could have been $2,600? 

Mr. Marcus. It could have been nothing as far as I was concerned. I told him 
80. 

Mr. Hate. What did you do with the money? 

Mr. Marcus. I took the money and the letter and turned it over to Mr. Welsh. 

Mr. WALLACE. He has the money also? 

Mr. Marcus. Yes. I didn’t want to hold it. It wasn’t mine, as far as I am 
concerned. 

Mr. WALLACE. He is holding it right now? 

Mr. Marcus. That is right. 

Mr. WALLACE. Did you see the money? 

Mr. Marcus. Yes; in an envelope, in cash. 

Mr. WALLACE. What sort of denomination was it? 

Mr. Marcus. Around 

Mr. WALLACE. Was it thousand dollar bills? 

Mr. Marcus. Around hundred dollar or so. 

Mr. WALLACE. One hundred dollar bills? 

Mr. Marcus. Yes. 

Mr. WALLACE. It is now in an envelope with the letter in the possession of 
Mr. Welsh? 

Mr. Marcus. Yes. 

Mr. Hate. Did Mr. Hintz ever tell you of any—— 

Mr. WaLtace. Off the record. 

(Discussion off the record.) 

Mr. WALLACE. You wrote out checks to cash and gave the cash to Mr. Hintz 
to distribute as he wished? 

Mr. Marcus. That is right. 

Mr. WaAttace. And you found out that in 1955 he had given approximately 
$4,600 to Mr. Fleck on behalf of Mr. Stratton’s campaign? 

Mr. Marcus. I didn’t find that out. He didn’t say what it was for. 

Mr. Watiace. When you talked with Fleck later you found that out? 

Mr. Marcus. No. 

Myr. WALLACE. What did Mr. Fleck tell you? 

Mr. Marcus. He said he got that money. He would rather not have it. I 
didn’t ask him if he gave it to Stratton’s campaign. He did not say that. 

Mr. WALLACE. Who didn’t say that? 

Mr. Marcus. Mr. Fleck. He did not say that. He said, “I got some money. 
and I would rather” 

Mr. WALLACE. What was the money for? For Mr. Fleck? 

Mr. Marcus. I didn’t ask him, to be honest with you. To me, ft looked like 
more that he didn’t possibly show it as income, that is what it looked to me like. 

Mr. Hate. As though it was a personal gift to Mr. Fleck? 

Mr. Marcus. That is the way it looked to me. He didn’t declare it, and he 
would rather give it back. That is how it looked to me. 

Mr. Hate. The letter doesn’t refer to the purpose of it? 

Mr. Marcus. No. 

Mr. Watrace. He phoned you and wanted to meet you? 

Mr. Maxcvus. Yes. 

Mr. Watiace. When he met you, he had this letter 

Mr. Marcus. No; he didn’t have this letter. He told me what he wanted to do. 

Mr. WatLace. What did he want to do? 

Mr. Marcus. He got his money from Mr. Hintz. He understood it was my 
money. He would like to return it to me. He wanted me to give him a letter. 
I said, “I am not going to give you a letter. If you want to give me such a 
statement, that is up to you.” 
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In the meantime, I did call Mr. Welsh and ask him whether it is all right 
if Ldid. He said, “I don’t care, do what you want.” 

Mr. Wa.race..He did give you a letter acknowledging the gift, but also 
returning it? 

Mr. Marcus. Right. 

Mr. Watiace. You gave that letter with the $4,600 in an envelope for Mr. 
Welsh to hold? 

Mr. Marcus. I don’t know the amount exactly. 

Mr. Watiacre. That is now in the possession of Mr. Welsh, your attorney? 

Mr. Marcus. That is right. In fact, Mr. Welsh said, “Why don’t you keep 
e I said, “You keep it for the time being.” That is the reason I am saying 
that it was silly for me to turn it over to anybody if it is my money. 

Mr. Wattace. I should like to ask that we be given a photostat of the letter 
and the envelope, but if Mr. Welsh would prefer not to do that, I would like 
to ask that he hold it so it will be available to the committee. 

Mr. Marcus. In fact, I wouldn’t take it until everything is aired out. 

Mr. WALLACE. Those were gifts to Mr. Fleck. You say you don’t know the 
jurpose? 

Mr. Marcus. I don’t. I don’t know whether he ever got the money. I will 
say this, I don’t know. 

Mr. WatiLace. He said he did. 

Mr. Marcus. Only what he said. 

Mr. Wauace. All right. 

Do you know of any gifts of your money by Mr. Hintz to Mr. Paschen? 

Mr. Marcus. No, sir; I don’t know, other than what was discussed. Somebody 
talked about it. I don’t know of one item. 

Mr. WALLACE. Were you solicited by Mr. Joseph Kovac on behalf of Warren 
Wright? 

Mr. Marcus. No, sir. 

Mr. Watiace. In March of this year? 

Mr. Marcus. No, sir, not me. 

Mr. Hate. Anybody else connected with the bank? 

Mr. Marcus. I don’t know ; none of my people. 

Mr. WALLACE. Well, did Mr. Hintz get some money from you in March 1955? 

Mr. Marcus. Oh, yes. 

Mr. WALLACE. How much, do you know? 

Mr. Marcus. Not exactly, but I will give you the checks. 

Mr. WaALLAcE. Very good. Let me ask you this: You have purchased tickets 
to these dinners, haven’t you, or is that all done by Mr. Hintz? 

Mr. Marcus. By Mr. Hintz. 

Mr. Wa.tiace. Did you ever purchase any tickets yourself to any of these 
dinners? 

Mr. Marcus. No, I never did. 

Mr. WALLACE. Did all of your money which went to Mr. Hintz for his dis- 
tribution, did it all come out of the Southmoor Securities account? 

Mr. Marcus. My own account. 

Mr. WALLACE. Your own account. What is that called? 

Mr. Marcus. Under the Southmoor Securities name, but it was a special 
account. It had nothing to do with the company. I called it the No. 2 account, 
something like that. 

Mr. WALLACE. It was your own personal account which was listed under the 
name of Southmoor Securities No. 2, or some such? 

Mr. Marcus. That is right. 

Mr. WattAce. But any other account of the Southmoor Securities Co., were 
there any disbursements made? 

Mr. Marcus. I understand there was one check of a thousand dollars out 
of the company account. 

Mr. WALLACE. That was for cash? 

Mr. Marcus. No, 

Mr. Hate. To whom? 

Mr. Marcus. One check to Warren Wright for $1,000. 

Mr. WALLACE. Isce But that was from 

Mr. Marcus. The way I happen to know, the FBI went over all of the checks. 
They found that one. 

Mr. WaALLAck. What was the date of that check, do ‘you ‘recall? 

83551 —56—pt. 2——-50 
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Mr. Marcus. No, sir. I will be happy to give you a copy of that if you want. 

Mr. WaLLAcE. Are we ready to look at the books? 

Mr. Hare. Do you know of any contributions that you have made other than 
this one. $1,000, and whatever may have come out of Mr. Hintz’ pocket? 

Mr. Marcus. To whom? 

Mr. Hate. Any political campaign in the last 3 years. 

Mr. Marcus. I might give somebody a hundred dollars. 

Mr. WattAce. Would that be cash, or would you write a check? 

Mr. Marcus. Sometimes I write a check, sometimes cash. It would be my 
personal, it would have nothing to do with the bank or my company. 

Mr. Hate. Do you remember any of those in 1956? 

Mr. Marcus. Not directly, but you take, for instance, before elections, some of 
the aldermen will send somebody over for a $50 donation, something like that. 

Mr. WaLLAcE. Well, did you keep any records——- 

Mr. Marcus. No; I never take any deduction on stuff like that. 

Mr. Wattace. You don’t keep any record, so there is no way of retracing how 
much you have given out in cash? 

Mr. Marcus. Not a one. 

Mr. Wattace. But you have the——- 

Mr. Marcus. I don’t often do that, very seldom. 

Mr. Hare. Would any of those be over a hundred dollars? 

Mr. Marcus. I would say not much, if any. You are speaking over the 3 years. 
I would say I don’t think, it would be somewhere around $100, $50. To me, if 
the Republicans come in and want a hundred dollars, if the Democrats come in, 
1 give them $50, whichever one I think is most worthy. 

Mr. Wattace. Why did you make these contributions? 

Mr. Marcus. When you are in business you have to. I don’t think there is 
any business in the world that doesn’t do that. They have friends—— 

Mr. Wattace. Was that your feeling with respect to the money that Mr. Hintz 
disbursed ? 

Mr. Marcus. Mr. Hintz disbursed a little bit different. Mr. Hintz, we were 
building, I was building a bank not as a banker. I never held a job in a bank in 
my life, nor here. I never received a salary of $1 nor an expense from the bank 
for $1. 

But I was the principal stockholder. I got here by accident as a banker. 

They leased the building from me at one time, and the people who leased it 
fell down on the job, and owning this building they forced me to become a banker. 
I went to work, rolled up my sieeves and put in 10 years for nothing. It wasn’t 
for nothing. 

I really built a nice, clean bank. This bank couldn’t have stood what it did 
if it wasn’t clean. It stood up better than a bank of 10 times its size for what 
happened, and it only done it because— 

Iam a great believer in real estate, and especially homes, homeowners. To ie, 
the way people buy homes, little guys, just like rent, they would have to pay more 
in rent than they would buying them. 

And with the Government-insured mortgages, I felt it is a better asset to a 
bank than any other asset, including Government bonds, because of the yield 
and the fluctuation. Mortgages, we sell them before they are finished. Bonds 
change from time to time. 

Mr. Have. You started out by saying the money that went to Mr. Hintz was 
different from the hundred dollars you used to give. 

Mr. Marcus. I hired him about 7% or 8 years ago out of the Sourh Shore Na- 
tienal Bank because of his reputation, and he became the banker of this family. 
All I did was try to create some income, which I did, this mortgage business. 
And he operated the banking business. 

I never walked into—if I cashed a check, it is the same as you would. I 
never took the right to sign a check. I never took the right to pass on anything. 
I have never been down—don’t know what corner the vault is where they keep 
securities or the cash. I have never been down there, although I guess I had a 
right, but I have never been. 

He was the banker. I have enough things to do besides this bank—my own 
business—and the less I knew about it the easier it was for me. They way it 
turned out, I was lucky I wasn’t a part of it. , 

Anything could have happened. If those guys had come along and asked me 
to cash a check, I would have done it not knowing what I was doing. I was 
lucky, that is all. I had no part of it. 

I feel with all my losses I am still lucky that I had nothing to Go with it. 
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Mr. Hate. Well, to go on with what you were saying about this money that 
Mr. Hintz took, which you said was different from the $150 you gave to folks 
who came 1n-— 

Mr. Marcus. He would go out, and he was the one who would make his con- 
tacts about getting deposits for the bank, and if he needed money, he said the 
bank is not allowed to pay for it. How are we going to pay? 

I said, “I will take care of that,” and that is what I did. 

Mr. WaLLAcre. He knew that it was against the law for the bank te do it. If 
you are going to pay for these deposits, you had to do it out of your own pocket. 
’ Mr. Marcus. I said on expenses—the bank could not pay unusual expenses. 
I didn’t say for money or anything. Any of his expenses, there are a lot—I 
wouldn’t say a lot; a considerable amount was actually payable to Ed Hintz 
himself, in his own name, and used for himself if he wanted to, and did. 

Mr. HALE. In addition to his salary? 

Mr. Marcus. Oh, yes; again from me and not from the bank. He even got 
some from the bank, too. 

Mr. WaLLAce. He did get expense money from the bank? 

Mr. Marcus. He got some. 

Mr. WalLace. He couldn’t get this particular kind of expense money because 
it would be illegal for the bank to pay that type of expense? 

Mr. Marcus. I suppose. 

Mr. WALLACE. Isn’t that true? 

Mr. Marcus. I suppose. 

Mr. WALLACE. Why else would he take it out of a separate account? 

Mr. Marcus. Well, you have directors to contend with, and this made it 
easier, and I felt that we owned such a large part of the bank, in stock, that half 
of it was our own money anyhow. 

Mr. Wattace. Mr. Marcus, let me ask you a question. Isn’t it a fact that if 
you are to hold large amounts of deposits of public adminstrator, or the county 
government, or the State government, that it is necessary to be on friendly 
terms with the people who control the placement of these deposits? 

Mr. Maxcus. Well, that goes without saying, for anything. That would go for 
even an individual. You have to be friendly if you want them to bank with you. 
You have to talk nice to them. 

Mr. Watiace. Isn’t that the purpose of the extra expense money which you gave 
to Hintz? 

Mr. Marcus. Not necessarily. I believe that the—as far as the State or 
county, I think they should contribute that money to all banks. I don’t think 
they should take it all to the big banks downtown. I think if they have a system 
where each bank gets a proportion, they would do away with personal favoritism. 

I think it gives somebody temptation to go out and show favoritism and ex- 
pect favors back. This has been done as long as we can remember. 

Mr. Hate. Was that one of the things that made Mr. Hintz a valuabie presi- 
dent, that he knew those folks? 

Mr. Marcus. Not exactly them ; I wouldn’t say just exactly them. He brought 
in a lot of accounts, Mr. Hintz did. 

Mr. Hate. Business accounts? 

Mr. Marcus. Business accounts. Let me say this, sir: We could have had 
$10 million of public money if we wanted to. We didn’t want it. We would 
take what we could afford to keep. 

Mr. WaLLace. What you could use? 

Mr. Marcus. What you can use; yes. He wasn’t hired to bring in public 
money because, believe me, sir, if you check with the banks you will find that 
every bank is solicited for money, and I say I have been solicited over the 10 
years by various people—“Do you need an extra $500,000 or $200,000?” 

Mr. Hate, When was the last time somebody made that kind of an offer to 
you? 

Mr. Marcus. Not in years, because Mr. Hintz—they knew if they ever called 
ov me in the last 6 or 7 years I would refer them to him. 

Mr. Hate. In the last 5 or 6 years nobody has made that kind of an offer to 
you? 

Mr. Marcus, Nobody; no. Nobody that I can remember. If they did, I would 
send them to him. In fact, I would say I had calls over the telephone. 

Mr. Wattace. And you would refer them to Mr. Hintz? 

Mr. Marcus. That is right. 

Mr. WatLace. Who were some of the people? 

Mr. Marcus. I wouldn’t know. 
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Mr. Wauxace. Mr. Kolar, of the county treasurer's office? 

Mr. Marcus. I would say “No.” There would be no reason for him, because 
I imagine he would know that Mr. Hintz would be the man to call. The only 
people that would call me, those that thought I was the one that handled it. 

Mr. Hare. Do you still own the building? 

Mr. Marcus. Sure. 

Mr. Hate. That is in what name? 

Mr. Marcus. Reininga Building Corp. 

Mr. Hate. How much stock of that de you own? 

Mr. Marcus. Fifty percent. 

Mr. Hate. An even 50 percent? 

Mr. Marcus. Yes. 

Mr. Hare. Mr. Reininga owns the other half? 

Mr. Marcus. His family owns 50 percent, and my family owns 50 percent. 

Mr. Hare. What does the rent come to on that? 

Mr. Marcus. The income? 

Mr. Hare. The rent. 

Mr. Marcus. You mean the gross rent? 

Mr. Hate. Yes. 

Mr. Marcus. Somewhere around $30,000 a year. We have quite a few offices, 

Mr. Hare. That is the bank plus the other offices? 

Mr. Marcus. Yes, 

Mr. Wattace. Was it valuable to you to have Mr. Hintz, so that all of these 
solicitations wouldn’t come to you, and you would avoid those headaches? 

Mr. Marcus. I am pretty busy with other businesses. I own some property 
that I haven’t seen in 8 or 4 years. I have a few little things. That is why I 
could afford to give the bank all of my time for nothing. 

Mr. Watiace. Did Mr. Hintz ever say anything to you about the purpose of 
any of the money you ever gave him? 

Mr. Marcus. Not directly, I would say. If he did, honestly, I wouldn't 
remember, 

Mr. Watace. You knew the general purpose of it because of all of these 
solicitations? 

Mr. Marcus. The general purpose, I felt he had to have an expense account 
if he went out and spent money or had to give somebody money. I would 
reimburse him or give him the money. 

Mr. Watiace. You left it up te his judgment? 

Mr. Marcus. I left it up to his judgment. I am not just saying that for any- 
thing. I didn’t know of a more honorable guy living, and I still think that guy 
must have been crazy what he did. A man 67 years old, going through—I will 
say, many times I offered him meney for himself, and he wouldn’t take it. That 
is the kind of a guy he was. I am not kidding. I offered him several times, 
“Why don’t you take some money?” 

“T don’t need it. You do enough now.” 

Mr. Watace. In fact, he seemed to have a lot of gratitude to you for what 
you have done? 

Mr. Marcus. Yes. Well, we were a happy family. I never bothered him. We 
never picked on each other. We were happy. 

Mr. Watrace. To your knowledge, did Mr. Hintz have any private investments 
to speak of? 

Mr. Marcus. I would say none. To my knowledge, I would say none, 

Mr. Watxace. Isn't it fairly difficult to live on $15,000 a year and belong to 
the Illinois Athletic Club? 

Mr. Marcus. We paid for the Tllinois Athletic Club. 

Mr. Wartace. You paid for that? 

Mr. Marcus. Yes. 

Mr. Hate. That came out of the expense money? 

Mr. Marcus. Yes. 

Mr. Wattace. You could pay that out of the bank’s money. 

Mr. Marcus. Some of that the bank paid; yes. He didn’t pay for everything. 
The South Shore Couutry Club, he didn’t pay that. 

Mr. WALLACE. Now, these payments for dinners, like this gift to—and welfare 
funds, that is on the bank’s account, isn’t it? 

Mr. Marcus. Yes; some of it. 

Mr. Waxtace, I wonder if you could—— 
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Mr. Marcus. That wouldn’t be, I wouldn’t have that. You would have to get 
it from the bank. There is some. I understand there is some. You would 
have to get it from the bank auditor. 

Mr. WatLace. Did you ever offer Mr. Gover a job as president of this bank? 

Mr. Marcus. Never. 

Mr. Watiace. Did you ever consult with him about who would be a good 
resident? 

; Mr. Marcus. Yes; I have. 

Mr. Watiace. Did you ever consult—this is a State bank so you wouldn’t 
consult with the comptroller of currency. 

Mr. Marcus. No. 

Mr. Hate. When did you consult with Mr. Gover about who might be a good 
yresident? 

Mr. Marcus. When we started getting into difficulty after the disclosure 
came up. 

Mr. Hate. You mean in June or July? 

Mr. Marcus. Last month. Mr. Hintz was called in to resign. 

Mr. Hate. What did you do, call up Mr. Gover? 

Mr. Marcus. I was over there. I met him over there. 

Mr. Hate. Did he make any suggestions? 

Mr. Marcus. He said he would try. He told me about Mr. Ireland, he was 
going to resign, and go to some other bank. That is how we happened to start 
talking about—that is how I started getting Mr. Ireland. 

Mr. Gover was the one that told me he was going to resign and go to work for 
some bank on the North Side. 

Mr. Hate. Mr. Ireland, your own president, didn’t tell you? 

Mr. Marcos. Mr. Ireland wasn’t our president. He was an executive vice 
president for a couple of weeks. 

Mr. Have. Just for a couple of weeks? 

Mr. Marcus. That is how I happened to get Ireland, by talking to Mr. Gover. 

Mr. Hate, When was that? 

Mr. Marcus. That was the day that Mr. Gover or the FDIC called in Mr. 
Hintz, and I happened to go down there with him. Mr. Welsh—and that is the 
time I asked, is there anybody that knows—in fact, I asked everybody as to 
the various, different banks, where we can find somebody to replace him with a 
good reputation. 

Mr. Hate. Replace Mr. Hintz? 

Mr. Magcus. Because of the bank being in the position it was in. 

Mr. Hate. Where did you get Mr. Corrington’s name from? 

Mr. Marcus. From the American National Bank. 

Mr. Hate. You asked them among other people? 

Mr. Marous. Among other people. They are the ones that sent him. I never 
met him before. 

Mr. Wa.Luace. Corrington? 

Mr. Marcus. Yes. I never met Corrington until Bill Kurch or Charlie Cuney 
introduced me, 

Mr. WatLace. Charlie Cuney? 

Mr. Marcus. He is one of the retired vice presidents at the American National 
Bank. . 

Mr. Watiace. Could we see your accounts? We ean look at them right here, 
I guess, 

Mr. Marcus. What accounts are you speaking of? 

Mr. Wat.ace. Let’s take first of all your Southmoor Securities account, which 
was your personal account. No. 2; was it? 

Mr. Marcus. You mean the checks? 

Mr. WALLACE. Yes. 

Mr. Marcus. You can have them all. 

Mr. WaLLace. I would like to have them all ultimately, but right now——— 

Mr. Marcus. I would have to bring somebody in to answer questions. I never 
handled it myself. They happen to be here, that is how they worked on it. 
They looked mine over. 

Mr. WALLACE. Over what period is this? Is this the life of the account? 
1948, it goes back quite a ways. 

Mr. Hate. This is everything you have on these special accounts? 

Mr. Marcus. On the special account, that money went out. 


. — Hae. Did you have this particular account before Mr. Hintz came to the 
ank ? 
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Mr. Marcus. No. 

Mr. Watuace. You started this with Mr. Hintz. 

Rosene signed some of these checks? 

Mr. Marcus. Most of them at my direction. 

Mr. HALE. These are two different ones. This book is Southmoor Securities. 
Inc., which starts in January 1955, with check No. 1000, and goes to January 
1956. 

Well, it goes to May 1956, with check No. — that is the Securities Co. 

Mr. Marcus. No. 

Mr. Hae. That is the A account. Then this other book is the Southmoor 
Securities Co.—— 

Mr. Marcus. Exchange account. 

Mr. HALe. Special account. 

Mr. Marcus. It is my personal items. 

Mr. Hae. Both of these are your personal moneys, although separate 
accounts. 

Mr. Marcus. When one is finished, the other one started. 

Mr. Hae. No; this one goes to March of 1956. The checks are very small. 

Mr. Marcus. It was inactive. 

Mr. WALLAcE. Who is William Whiteman? 

Mr. Marcus. The gentleman was here a little while ago. 

Mr. WaLLace. Who is he? 

Mr. Marcus. He is a good friend of mine. He is an associate of mine in a 
few items. 

Mr. Hare. Looking at this Exchange Avenue special account, just to put it 
on the record, I notice running back from March 8, 1956, there is an $11.50 check 
to, it looks like Illinois Aluminum Division and House Beautiful, $3; Common- 
wealth Edison, $54 ; Capper & Capper—— 

Mr. Marcus. It is a personal item. It might be for a pair of pants or 
something. 

Mr. Hae. Some dairy company, $29; Illinois Bell, $18, leaving the cents out 

Mr. Marcus. I would say personal stuff. 

Mr. Hate. One for $73 ; one for $28 ; one for $268. 

Mr. Marcus. Strictly personal items. 

Mr. Hate. It looks like personal expenses. Marshall Field, $49. Most of 
them are under a hundred dollars. 

Mr. Marcus. Personal. 

Mr. Hate. Was this the account, one of the accounts that money went to 
Mr. Hintz from? 

Mr. Marcus. I don’t think so. When they asked for everything, I gave him 
that book, too. I don’t think you will find anything in that. 

Mr. Hate. I don’t see any stubs, any indication of any money—— 

Mr. Marcus. That is the reason why I say you don’t need it, but you can look at 
it. 


Mr. Watiace. Here is a check written to Southmoor Securities. What account 
would that go to? 


Mr. Marcus. That went to the main account. Sometimes when they needed 
some money, I would give it and get it back. 

Mr. Hate. Well, to finish up with this book on the Exchange Avenue special 
account, going back as far as January of, well, April, 1954, they all seem 
small. 

Mr. Marcus. I just have the—I gave you all I have got. 

Mr. Hate. This other Southmoor Securities, Ine., A account, I notice one 
check in March, Southmoor Securities, $8,000. 

Mr. Marcus. That would be my personal. They might be short some money, 
and I would get it back or didn’t get it back. 

Mr. Wattace. Was Jack O. Brown your attorney? 

Mr. Marcus. Yes, once in a while. 


Mr. Hare. Here in this A account I find one, check 1027 of December 15, 
1955, cash for Warren Wright, per B. A. H. And the amount is $1500. 

Mr. Watrace. What is the date of that? 

Mr. Hate. December 15, 1955. 

Mr. Marcus. That is the one I said is the only check I know of. 

Mr. Watrace. December 15? 

Mr. Hare. 1955. Is that your writing? 

Mr. Marcus. No. 
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Mr. Hate. Then I see one on December 16, 1955, No. 1028, cash, Charles 
Fleck per E. F., $437.50. Then on December 15, 1955, No. 1026, cash for 
Charles Fleck, per B. A. H., $2,529.15. 

Mr. Waxiace. I guess the stubs may show more than the checks actually. 

Mr. Marcus. The fact is, how would I know this is right or the other is right? 
My contention is, I don’t know which is right. I don’t claim this is right. 
The checks were actually made out for cash. 

Suppose Mr. Hintz took the money and gave it to somebody else? Although, 
he made a notation like that. That is my contention. 

Mr. Hate. What would one on November 25, 1955, No. 2021, to Theodore A. 
Jones for $3,000 be? ‘That doesn’t sound like a Hintz check. 

Mr. Marcus. 1 don’t think so. 

Mr. Hate. Who is Theodore Jones? 

Mr. Marcus. I don’t know. That could be, it sounds to me like a commission 
check I pa:d out for the sale of mortgages, if I can remember right, from an in- 
surance company. 

Mr. Hate. No. 1018 on September 29, 1955, to Edward A. Hintz for, it looks like, 
per L. M., amount $500. 

Mr. Marcus, That was for Hintz, personal. 

Mr. Hate. Then another, No. 1019, October 12, 1955, per L. M., a thousand 
dollars. 

Mr. MArcus. They were all made at my direction because it was my money. 

Mr. Hace. Then one to cash per E. A. H., May, June, it looks like F. L. K., 
$631.70. 

"Here is one, 1006, May 13, 1955, order of Southmoor Securities, due for April 7, 
1955 payment to EB. A. H., $239.58. 

Here is another one, No. 1007, May 16, 1955, to order of cash, for Charles Fleck, 
E. A. H., $249,55. 

Here is one, 1008, March 8, 1955, order of cash for Charles Fleck, the initials 
“BE. A. H.,” $212.87. 

Then No. 1001, March 8, 1955, order of Jack O. Brown, per B. A. H., $1,000. 

No. 1000, March 8, 1955, order of cash, for L. M., a thousand dollars. That 
may have been cash you wanted to spend, 

Mr. Marcus. Yes. There is no indication—it could have been on all of them. 
This indication doesn’t make any—— 

Mr. Hare. No. 

Mr. Marcus, I say the checks are not made out to any of those people. They 
are all made in cash. 

Mr. Hag. Do you remember this March 8th one to Jack O. Brown for a 
thousand dollars per B. A. H.? 

Mr. Marcus. I would say that is strictly fees, attorney fees. I happened to 
be here. I don’t think it had anything to do with that. 

Mr. Hate. Do you have the book just before this? This goes back to January 
1955. 

Mr. Marcus. This is all the books I have. 

Mr. WALLACE. Who is John Bartolomeo? 

Mr. Marcus. I don’t know. 

Mr. WaLLace. Who is James V. Mansell? 

Mr. MArcus. Contractor. 

Mr. WaxLace. Whiteman is a former partner of yours? 

Mr. Marcus. A customer of the bank. 

Mr. Hate. I find it impossible to figure from these how much Mr. Hintz with- 
drew, took, receipted in cash. 

Mr. Marcus. Me, too. 

Mr. Hate. And would your bookkeeper be able to make up——- 

Mr. Marcus. She wouldn’t have it. I never kept books on that. I never 
kept books on that, nor did I ever take a deduction. There would be no way for 
her to doit. I have no other records on that than what you have. 

Mr. Hate. So that any of these checks for cash might have gone to Mr. Hintz, 
or they might not? 

Mr. Marcus. That is right, sir. 

Mr. WALLAcE. Where else would the checks for cash go other than to Mr. Hintz? 

Mr. Marcus. I say, I don’t know. 

Mr. Hate. This particular one, it went apparently to you, in cash. You might 


have given that to Mr, Hintz the next day; you might have spent it on an 
automobile, 
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Mr. Marcus. He asked for it, the check was written up. They would ask me, 
usually they didn’t ask me any more. He would ask for some, it was O, K, 

Mr. Hate. Whose interests would these be? 

Mr. Marcus. This was handled by Mr. Rosene. 

Mr. Hace. That is his writing? 

Mr. Marcus. I say most of those. 

Mr. Hare. This would be his? This is a different writing, I take it? 

Mr. Marcus. I say, most of it was handled by him on my direction, all on my 
direction. He wouldn't do it unless he asked me. ; 

Mr. Hare. Or Mr. Rosene asked you, you mean? 

Mr. Marcus. Well, that is right. 5 

Mr. Watwace. Are these all of the checks or have some of the people that have 
been through these taken some of the checks with them? 

Mr. Marcus. As far as I know, I didn’t. I wish sometimes they would have 
taken the whole thing and kept it all. 

Mr. Hate. Well, for illustration, for the sake of the record, I referred before 
to check 1027, December 15, 1955, which the stub shows it is to the order of 
cash, Warren Wright, in the amount of $1,500. I find a monthly statement dated 
November 30, 1955, of Southmoor Securities, Inc., A aecount, I find this check 
1027, which reads as follows: “Southmoor Securities, Inc., 6760 Stony Island Ave- 
nue, Chicago 49, Ill.; December 15, 1955, No. 1027. Pay to the order of cash, 
$1,500; exactly $1.500; Southmoor Securities, Inc., A aceount; Martin J. Rosene,” 
with a rubber stamp, and stamped teller No. 1, December 15, 1955, Southmoor 
Bank & Trust Co., and no endorsement on the back. 

I take it, Mr. Mareus, it simply means it was taken down and cash was paid 
and—— 

Mr. Marous. Yes. That is the reason I am referring to the statement here. 
He might have paid this to Fleck. He might have used it any place. 

Mr. Watrace. What account is this you are looking at? 

Mr. Hate. Southmoor Securities, Inc., A account. 

Mr. Watrace. Is that different from the Exchange Avenue? 

Mr. Marcus. Yes. 

Mr. Hate. The Exchange Avenue was the one I looked at and found mostly 
small expenses, telephone bills, and so on. 

I might say for the record, in connection with something you said before, 
that in this Southmoor Securities, Inc., an account for November 30, 1955, which 
includes the check 1027, the statement shows 8 withdrawals, and there are 
attached 8 checks, which would indicate that for each withdrawal shown on 
the statement the check is attached. 

I say eight withdrawals. There are two item marked “DM.” There are 
items attached also reflecting those items. So that every withdrawal from 
the account shown on the statement is identified with either a check or a debit 
statement attached. 

Mr. Wattace. Did you talk about a check to Jack O. Brown for a thousand 
dollars dated March 8? 

Mr. Marcus. Yes. 

Mr. Hate. Yes. 


Mr. Wa.Ltace. Do you know the purpose of that check to Mr. Brown? 

Mr. Marcus. I would say, he asked me, and I paid him a thousand dollars. 
That was legal work. 

Mr. Watiace. What was this cash for a thousand dollars the same day? 
Do you recall that? Charles Fleck, it says, 212. 

Mr. Marcus. The check will not show Fleck. 

Mr. WALLACE. No. 

Mr. Hate. On this check for a thousand dollars to Mr. Brown, do you have 
his bill for that? I say that, usually lawyers submit a bill for services. 

Mr. Marcus. I don’t know. The chances are there would be something. 

Mr. Hare. Ordinarily one would expect a bill from a lawyer and—— 

Mr. Marous. I say, I don’t know. I would have to check. 

Mr. Hate. Would you have that available now? 

Mr. Marcus. I would have to get my girl to look for it. I would say I doubt 
it because he asked me for a thousand dollars, I would give it to him. It wasn’t 
necessary to have a bill. I doubt it. 

The reason why I say I doubt it, if I have a bill it wouldn’t come out of this 
checkbook. 

Mr. Hate. It would not? 

Mr. Marcus. No, it would be on the regular books. 
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Mr. Hae. Well, going back to the check, if that is a fee, I assume that would 
be set forth in his income tax return, 

Mr. Marcus. I presume so. 

Mr. Wauiace. These debits here are what the FDIC was complaining of, 
where you were taking part of these discounts, 

Mr. Marcus. Yes, that is right. This is the one that was, criticism, the one 
I paid back. 

Mir. Wauiace. Why is it that you write a check from the Southmoor Securities 
A account to the Southmoor Securities? 

Mr. Marcus. That is actually the company, Southmoor Securities. 
my own. 

‘Mr. Wattace. You are writing a check to the company? 

Mr. Marcus. Needed money, maybe I owed money. I may have taken it 
from them last week or the other way around, I might have made a loan 
that day, didn’t have enough money. 

Mr. Hate, Referring to check No, 1018 on the Southmoor Securities account, 
which according to the book is to the order of Edward A. Hintz, per L. M. 
for $500, that check appears on the statement dated September 28, 1955, pay to 
the order of E, A. Hintz, $500, September 29, 1955, signed by Mr. Rosene. 

It is endorsed, what appears to be Ed Hintz on the back. 

Mr. Marcus. Yes. 

Mr. WALLACE. Did you close out the A account with this check? 

Mr. Marcus. There has been nothing since May. 

Mr. Hate. These A accounts start with May 31, 1955, jump to August 29, 
1955, September 28, 1955, October 20, 1955, November 22, 1955, November 30, 
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1955, and then out of order, November 30, 1954, and March 30, 1956. 

Mr. WaLLAce. Can we take these with us? 

Mr. Marcus, I don’t think I would be allowed to. 

Mr. WALLACE. Yes, you are. 

Mr. Marcus. I have an order to keep them here. I am not kidding on that. 
You can call up if you want to. 

Mr. WALLACE. We have just skimmed it very briefly. It may be that we could 
send somebody out to take them down. 

Mr. Marcus. They will be here. There is nothing I can hide. 

Mr. WaALLAce. Do you have photostating facilities here? 

Mr. Marcus. Yes. 

Mr. WALLACE. In this request, we have a list, we are going to get a list of 
the checks and the photostats. 

Mr. Marcus. I thought now you wouldn't need it. 

Mr. WaALLAcE, I think we will need it anyway. 

Mr. Marcus. O. K,. 

Mr. WALLACE. A list of all checks made on Southmoor Securities on all ac- 
counts and identifying it, you have your A account, which is your personal 
account. Then you have the exchange account. 

Mr. Marcus. You surely don’t want the exchange account? 

Mr. WaAxLLACcr. I think we will have it. Then this letter from Mr. Fleck. All 
these things, you can give us photostats of. 

Mr. Marcus. I will contact Mr. Welsh. 

Mr. Hate. What other accounts are there? I take it there is a Southmoor 
Securities, Inec., corporate account. 

Mr. Marcus, Yes. 

Mr. WaLLAcE. Southmoor Securities exchange special account, and then you 
have the A account, which is three, and are there any others? 

Mr. Hare. You have a personal account? 

Mr. Marcus. Yes. 

Mr. Watiace. I thought that was the A account. 

Mr. Hare. Several personal ones. Do you have a personal account of your 
own? 

Mr. Marcus. Leon Marcus, yes, nothing to do with any of that. 

Mr. Wattace. I think we ought to have all of the accounts. Now, the 
Southmoor—was this for 1948? Is this Southmoor Securities here? 

Mr. Marcus. What does it say? I don’t know. 

Mr. Watiace. How about the stub sheets? 

Mr. Hate. Stub sheets for the A account. 

Mr. WatLace. This is 1-18-55. This is everything in 1955 up to 1956. 

Mr. Hare. That is the one that closed the account out. 

Mr. Wattace. Photostats of check stubs on Southmoor Securities A account. 

What did you write checks on for 1954? The exchange account? 
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Mr. Marcus. Possibly. 

Mr. Hate. The A account monthly statements starts with October 2s, 1954 
with a deposit of $200, which I imagine is the original start of that account, 

Mr. Wa.tace. Those were all deposits. 

Mr. Hate. That is the statement for October 28, 1954, October 29, 1954; the 
statement shows no checks. 

January 31, 1955, shows no withdrawals. I find no statement dated February 
28. The next statement after the January 31 one is March 31, which shows 
$4,000 withdrawal represented by a check No. 1004, Southmoor Securities Co, 

Mr. Wattace. Here is a check here for $10,000 to Southmoor Securities 
Co. This is a total, though. You have checks for $200, $8300-—— 

Mr. Hare. Those are deposits. 

The April 1955, statement shows Herbert Schoen, $1,500. 

Mr. Warrace. The purpose of that was 60 shares of bank stock, it says on 
here. 

Mr. Hate. The next one I have is 1006 to Southmoor Securities for $239.58. 

The next is 1007, cash for $249.55. 

Mr. Wattace. That is the one which was for Charles Fleck per EB. A. H, 
which is Edward A. Hintz. 

Mr. Hare. That is 1007. 

Mr. WALLACE. Right. 

Mr. Marcus. The check is payable to cash. 

Mr. Hae. Payable to cash, and it is not endorsed at all. 

The next is 1008, Rita I. Burns, for $50. 

Mr. Wattace. Who is Rita I. Burns? 

Mr. Marcus. One of the girls that works for us. 

Mr. Hate. No. 1009, cash, $61.70; not endorsed. 

Mr. Wattace. Per EB. A. H.; June—January, February—I can’t read that. 

Mr. Hate. It could be May, June, February, or it could be May, June, Fik., 
meaning Fleck. 

The next is 1013, which is shown on the July 29, 1955, bank statement, together 
with a $232 debit item. 

I find here no check numbers 1000 to——— 

Mr. Wa.LLace. You don’t have them entered for this $10,000 Southmoor Securi- 
ties check. It has never been entered. 

Mr. Hate. Never been put through the statement. 

Mr. Marcus. Changed their mind, I guess, you know. 

Mr. Hae. Wait a minute. I have one out of order. I should have gotten 
it before. It is the statement for February 28, 1955. That has check No. 1001 
to Jack O. Brown, with a rubber stamp, Special Service Teller, March 16, endorsed 
“Jack O. Brown.” No. 1002, cash, $1,000; no signature on the back. 

No. 1003, not endorsed also. That is $212.87. 

Mr. Wattace. That is where it says Charles Fleck, E. A. H. on the stub. 

Did you read off all of these cash payments? 

Mr. Hare. I think I did. 

Mr. WALLACE. Why don’t we read off all of these checks? 

Check No. 1000, 1-18-55, Southmoor Securities, $10,000. 

Check No. 1001, March 8, 1955 Jack O. Brown per E, A. H., $1,000. 

Check No. 1002, March 8, 1955, cash, $1,000, noted L. M. 

Check No. 1008, March 8, 1955, cash, notation, Charles Fleck, E. A. H., $10.7! 
and $202.08. The check total is $212.87: 

No. 1004, 3-29-55, Southmoor Securities, per L. M., $4,000. 

Let me ask you a question at this point. If it is made to Southmoor Securities, 
you could cash it, couldn’t you? 

Mr. Marcus. Yes, sir. 

Mr. Hate. I might note thaf that check No. 1004 is on the Southmoor Securities 
Co. for $4,000, has on the back an endorsement “Pay to the order of Southmoor 
Bank of Chicago, Southmoor Securities.” 

Mr. Marcus, Then it was deposited. 

Mr. WALLACE. Check No. 1005, 5-1-55, Herbert C. Schoen, S-c-h-o-e-n, 60 shares 
of bank stock, $1,500. 

Mr. Hace. I might note the check says 5-13-55. It is endorsed Herbert C. 
Schoen with some initials underneathit. . 

Mr. Marcus. The check is—— 

Mr. Hae. The check is for $1,500, but the date was different. 

Mr. Wa.iace, Check No, 1006, 5-13-55, Southmoor Securities, notation due for 
4-7-55 payment to E. A. H., $239.58. 
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Mr. Hate. That check is endorsed “Pay to the order of Southmoor Bank of 
Chicago, Southmoor Securities.” : tS 
Mr. WaLLAcE. Check No. 1007, 5-16-55, cash, Charles Fleck, BE. A. H., $249.55. 

Mr. Hate. That check bears no endorsement. 

Mr. Marcus. It was cashed, though. 

Mr. WatLace. Check No. 1008, 6-5-55, Rita I. Burns—who Mr. Marcus has 
identified as an employee of the Southmoor Securities Co.—$50. 

Mr. Hate. That check is endorsed “Rita I. Burns.” 

Mr. WALLAcE. Check No. 1009, 6-20-55, cash, per BE. A. H., and the notation 
is May, June, FLK, $631.70. 

Check No. 1010—it looks like W. CRER, Johnson, as attorney for, it says, 

e 87 Speed. 
. Mr. M arcus. That is personal, 87th and Speedway. 

Mr. WALLACE. 87th Street Speedway, $2,500. 

Mr. Haze. I do not find that check in the statements. 

Mr. Marcus. That is a personal item. 

Mr. WALLAcE. You can’t find that check? 

Mr. Hae, No. 

Mr. WaLLAcE. Could it be that it was never cashed? 

Mr. Marcus. I would say “No,” but it could be. 

Mr. WALLACE. At least, we can’t locate that check. 

Mr. Marcus. That is a personal item. 

Mr. WaLLace. It would be after July 1955. 

Check 1011, 7-14-55-——— 

Mr. Hate. Commenting on that previous one, I think there may be one sheet 
missing here, because I jump from 1013—I jump from 1009 up to 1013. That 
probably is attached to the sheet for the end of June 1955, because in the state- 
ments I have jumped from May 31, 1955, up to—the next one is July 29, 1955. 

Mr. Wattace. This stub is dated 7-6-55. 

Mr. Hate. I have a statement for July 29, 1955, to which is attached only 
check No. 1018 for $7,800. 

Mr. WaLLace. Do you have one for August? 

Mr. Hae, I have one for August 29. It has no checks attached. 

Mr. Waxiace. September? 

Mr. Hate. September 28, 1955—that starts out again with the checks begin- 
ning 1014. 

Mr. WALLAce. Apparently that is missing, then. 7-14-55, Lola Donfino, $50. 
Can you identify that? 

Mr. Marcus. That must be paid out for extra help. 

Mr. WaLLace. The next is No. 1012, dated 7-21-55, Anglo American Warehouse, 
in re Great B Kansas. 

Mr. Marcus. That is one of my own companies. 

Mr. WALLACE. Great B Kansas? 

Mr. Marcus. It is a small building that the Anglo bought for its warehousing. 
I contributed my share. 

Mr. WALLACE. No, 1013, 7-27-55, Swift Properties, Inc. 

Mr. Marcus, That is the same thing. 

Mr. Watiace. L. F. Gilran, $7,800. 

Mr. Hate. That is endorsed for deposit with the City National Bank & Trust 
Co., of Chicago, Swift Properties, Inc. 

Mr. WaLLace. It is also reimbursed by check 11-14-55, see per L. M., see H. G, 
Oglesby, Gilran S over P. 

Check No, 1014, dated 6-1-55, to W. L. Randall, notation, see L. M., demand 
note to SSC. 

Mr. Marcus. A loan that I made. 

Mr. Hate. That check is endorsed W..L. Randall. 

Mr. WALLACE. $2,800. 

Another check, 1015, 7-1-55, W. L. Randall, notation see L. M., demand note 
to SSC—what does that stand for? 

Mr. Marcus. Southmoor Securities Co. 

Mr. WALLACE. $2,800. 

Mr. Marcus. A loan made on the Southmoor Securities stationery. 
gs ak WALLACE, No, 1016, 8-1-55, W. L. Randall, see L. M. demand note SSC, 

Mr. Hare. I do not have Nos, 1015 and 1016. 

Mr. Marcus. Never cashed, I happen to know that; never cashed. 

Mr. Wattace, Do you know why they were never cashed? 
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Mr. Marcus. Well, the chances are, if I remember right, he thought he needeq 
this extra money and he didn’t. We canceled it out. 

Mr. Watiace. The next one is 1017, dated 8-9-55, Roy Frankel, F-r-a-n-k-e, 
$200. 

Mr. Hate. That is endorsed “Pay to the order of Roy Frankel, deposited——.” 

Mr. Marcus. They were having a new baby. I gave him an extra $200. 

Mr. Watrace. The next, No. 1018, dated 9-29-55, Edward A. Hintz, per L. M., 
$500. 

Mr. Hate. That is made “Pay to the order of E. A. Hintz, No. 1018, in the sum 
of $500, and endorsed in a scrawl which looks like E. A. Hintz. 

Mr. WatLace. The next is 1019, 10-12-55, per L. M., $1,000. 

Mr. Hate. That check is “Pay to the order of Southmoor Bank & Trust Co.” 

Mr. Marcus. That was cashed. 

Mr. Watiace. That was cashed? 

Mr. Marcus. Yes. 

Mr. Hate. I notice on the back, it looks like L. M., which I guess are your 
initials 

Mr. Marcus. I O. K.’d it. 

Mr. WaALLAce. That is cash. 

Then the next is 1020, 11-38-55, Chicago T. & T., M-o-y-e, Winnetka. 

Mr. Marcus. That is a title bill. That is a title bill. 

Mr. Wattace. A title bill. 

No. 1021, 11-25-55, Theodore A. Jones, $3,000. Do you know what that is? 

Mr. Marcus. That is a loan. 

Mr. WALLACE. 1022, 115-55, Southmoor Bank, discount and market fee, PN- 
PANS, $121.12. 

Mr. HALE. Nos. 1023, 1024, and 1025 are all similar items. 

Mr. Wattace. Yes. The amounts, No. 1022, $121.12; No. 1023, $125. What 
is that for? 

Mr. Hate. No. 1025, $117.14. 

Mr. WALLAcEK. Discount of market fees. 

Then No. 1026, dated 12-15-55, cash, notation Charles Fleck, per E. A. H., and 
the amount is $2.529.15. 

Mr. Marcus. That check is made to the order of cash and it is not endorsed. 

Mr. Watrace. No. 1027, 12-15-55, cash, Warren Wright, per EB. A. H., $1,500. 

Mr. Hate. That check is to cash, and is not endorsed. 

Mr. WALtAce. The next is 1028, 12-16-55, cash, Charles Fleck, per PB. A. H., 
$487.50. 

Mr. Hate. That check is for cash and is not endorsed. 

Mr. WaALLace. No. 1029, 12-23-55, Anglo American Warehouse, per INST, 
H. L. M. 

Mr. Marcus. My kid brother. 

Mr. WALLACE. $6,500. 

Mr. Marcus. That is personal. 

Mr. WAtLAcE. Anglo American Warehouse, is that part—— 

Mr. Marcus. That is part of one of our businesses. 

Mr. Hate. That check is to Anglo American Warehouse, and is endorsed. 

Mr. Marcus. Deposited in that company. 

Mr. Wattrace. The next, 1030, is void. 

No. 1081 dated 1-5-56, noted Southmoor Securities, per L. M. Would that 
be cash? 

Mr. Marcus. How much? 

Mr. WALLACE. $10,000. 

Mr. Hate. The check itself is made out to the order of Southmoor Securities 
and—— 

Mr. Marcus. Deposited in that account. 

Mr. WaLLace, No, 1082, C. T. & T. 

No. 1083, 3-20-56, Southmoor Securities, per L. M., $8,000. 

Mr. Marcus. That is the same thing as the other one. It is personal. It 
would be no donations or giveaways. Possibly we needed money or maybe I 
never even gave it to them. 

Mr. WALLACE. No. 1034, 5-25-56, Southmoor Securities, per L. M., $3,988.16. 

Mr. Have. That is here attached to the statement for April 30, 1956, which 
shows a balance of $3,988.16; subtracting that check for $3,000, leaving a 
balance on May 25, 1956, of zero. 

Mr. Marcus. That is the closeout. 

Mr. WALLACE. Did you close it out then? 
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Mr. Marcus. Yes. 

Mr. WALLACE. What other accounts did you use to write checks? 

Mr. Marcus. None. ‘This is all there is. 

Mr. Hare. Would I be correct in unuerstanding that all of the cash which 
went to Mr. Hintz as extra expense in connection with his work as presiffent 
or executive vice president went out of this account? 

Mr. Marcus. Yes. 

Mr. HAs. At least as long as the account lasted? 

Mr. Marcus. That is right. 

Mr. WALLACE. Well, I think if we can have photostats of these checks and these 
stubs—we can get them, I guess. We will want them ultimately. 

Mr. Marcus. You may not, who knows? 

Mr. WALLACE. I think we would like to have them on that account. I want 
to have them available. 

Mr. HaLe. How about having his stubs? 

Mr. WALLACE. Just the stubs. 

Now, where is your book of stubs for this exchange account? 

Mr. Marcus. That is it. 

Mr. WALLAcE, There are some checks made out to cash that I would like to 
know about. 

Mr. Hate. Why don’t you read off those? Most of them we read off before. 

Mr. WALLACE. Have we gone through this? 

Mr. Hate. I have gone back through 1955. As I remember, it was nothing 
but household expenses. 

Mr. Marcus. That is right. 

Mr. WALLAcE. What is the Cardinal Corp. 

Mr. Marcus, How much is it for? 

Mr. WALLACE. $63. 

Mr. Marcus. I think moving, or something like that. 

Mr. WALLACE. We want to check the checks against this. But on the South- 
moor Securities Co. Exchange Avenue special account, I am going to read off 
a few checks. 

Here is one, No. 117, 6-19-52, Southmoor Bank & Trust, Leon Marcus, $600. 
That iscash. Could that have gone to Mr. Hintz? 

Mr. Marcus. No. It went to Leon Marcus if it says so. You won't find any- 
thing for Hintz or anybody in that book. 

Mr. WALLACE. What about the cash, the large amount of cash that went for 
Hintz? 

Mr. Marcus. Where? In this here? 

Mr. WALLACE. Here is one for $1,000 dated 1-1-54. 

Mr. Marcus, What does it say on the stub? 

Mr. WALLAcE. Let’s see. 

Mr. Marcus. It could have been for myself. 

Mr. WALLACE. It says cash, L. M. 

Mr. Marcus. Then L. M. got the cash. 

Mr. Hate. The previous one is No. 210, $6,000, H. L. Marcus, per S. Q., and 
then per Foundation also noted on there. H L. Marcus is not you? 

Mr. Marcus. A brother. There were no items, I think, in that book pertain- 
ing to what you are looking for. 

Mr. WaALLAcE. Who is Sam Rasco? 

Mr. Marcus. A builder, did some work for me. That is a personal item. 

Mr. WALLAcE. What about this check dated 1—-2-53, No. 158, cash to L. Marcus, 
special, $5,000. 

Mr. Marcus. I must have cashed it for myself. I might have taken it, I must 
mee put it, used it for something. It was not to give to anybody, Hintz or any- 
body else. 

Mr. WAtLAcE. You mean you didn’t give any money to Hintz until 1955? Was 
that the first time? 

Mr. Marcus. I didn’t say so. You have some before that, haven’t you? 

Mr WaA.uace. Were there any 1954 checks in the other book? 

Mr. Marcus. Yes. 

Mr. WaLLace. The only money you gave to Hintz was out of the A account? 

Mr. Marcus. Yes. 

as, WANA You didn’t give any money to Hintz out of this Exchange ac- 
count? 

Mr. Marcus. Not that I recall. 

Mr. Hate The A account was opened in 1954? 
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Mr. Marcus. Maybe there might be a few. 

Mr. Hate. The payments before 1954 have come out of the A account. 

Mr. Marcus. There might be a few in there, It could be. I wouldn’t Say 
there isn’t any. 

Mr. Hae. These payments for expenses to Mr Hintz, those started when he 
became, first joined the bank, and continued steadily? 

Mr. Marcus. No, much later. 

Mr. Hate. When did they start? 

Mr. Marcus. Oh, 3 or 4 years ago. 

Mr. Hae. 1953, 1954, in there? 

Mr. Marcus. Yes 

Mr. Watace. Why would you take out in cash—it is a very frequent thing 
for you to get a thousand dollars in cash. Do you carry large amounts of money? 

Mr. Marcus. If I go away ldo. Ido quite a little traveling in the wintertime. 
I go out to Arizona. 

Mr. WALLACE. When somebody would approach you for a $50 donation, you 
would pull out $50? 

Mr. Marcus. I gave away more to people, just cash—— 

Mr WaAttace. Does any of this cash come out of that? 

Mr. Marcus. Poor people, I don’t like to make a record of it. 

Mr. Wattace. I am talking about political. 

Mr. Marcus. No, sir. It could be, yes. 

Mr. Wa.ttace. Who is Howard Weil, W-e-i-1? 

Mr. Marcus. How much? 

Mr. WaLLace. $250. He appears quite often in here. 

Mr. Marcus. I don’t know. 

Mr. Hate. In connection with the sale of the stock, you said Mr. Corrington 
will start paying in 2 years from now? 

Mr. Marcus. Yes. 

Mr. Hate. Over how long a period will the payments run? 

Mr. Marcus. I would say 3 years. 

Mr. WaLLAcE. Begining 2 years from now and ending 5 years from now? 

Mr. Marcus. Yes. 

Mr. Hate. Will you get the dividends in the meanwhile? 

Mr. Marcus. No; he gets the dividends. I am through as far as the bank 
is concerned. 

Mr. Wattace. You are going to give us photostats of the check stubs on your 
A account? 

Mr. Marcus. This is it. 

Mr. Wa.tace. I think we ought to have it. 

Mr. Marcus. You mean this one book? 

Mr. Wa.Ltace. Yes; of the A aécount, the stubs. 

Mr. Marcus. You can have it if you want to. I haven’t got it here. The 
kid hasit. I will get it for you. 

Mr. Watiace. O. K. I will cross out this one about all of the checks and 
stubs, but we have the photostats of the stubs listed on the back there. 

(Whereupon the meeting was adjourned.) 


TESTIMONY OF LEON MARCUS 


PROCEEDINGS OF SENATE BANKING AND Currency CoMMITTRE, INVESTIGATION 
In RE ILLINo!Is BANKING SITUATION 


Room 227, Unrrep States CourTHouse, 
Chicago, Ill., September 4, 1956, 12:15 p. m. 


Present: Senator Paul H. Douglas; Mr. Robert A. Wallace, staff director ; 
Mr. Matthew Hale, counsel. 

Also present : Mr. Leon Marcus, Mr. Vernon M. Welsh. 

Senator Dove.as. Mr. Marcus, this is a formal hearing. I am one who be- 
lieves that hearings in such sessions should be kept secret, and I do not intend 
to make any statement to the press about the contents of the testimony. 

Mr. Marcus. That suits me. 

Senator Dovetas. If, however, you or your counsel or people affiliated with 
you make a statement to the press which I regard as inaccurate or incomplete, 
I reserve the right to make a statement putting the facts in their true light 
as related by your testimony. 
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But I want to make it clear that I do not believe in trying cases in newspapers, 
and that so far as we are concerned there will be no statement from us unless 
you or your associates make a statement ; is that fair? 

” Mr. Marcus. Yes. 
Mr. WeisH. That is quite fair, and you may rest assured that we will make 
o statement. 
7 Senator Doeveias. Mr. Marcus, will you raise your right hand and be sworn. 

This is to be inserted in the record, read the subpena into the record. 

Mr. HALE (reading) : 

“United States of America, Congress of the United States, to Leon Marcus, 
6760 South Stony Island Avenue, Chicago, Ill. 

“Greetings: 

“Pursuant to lawful authority you are hereby commanded to appear before the 
Committee on Banking and Currency of the Senate of the United States on 
September 4, 1956, at 12: 30 p. m., daylight savings time, at their committee room, 
room 227, United States Courthouse, 219 South Clark Street, Chicago, LIL, then 
and there to testify what you may know relative to the subject matters under 
consideration by said committee, and then and there to produce an original letter 
dated July 16, 1956, from Charles J. Fleck to you (Leon Marcus) referring 
to certain contributions together with the enclosures received with said letter 
by you from Charles J, Fleck said to consist of $4,600 in currency. 

“Hereof fail not as you will answer your default under the pains and penalties 
in such eases made and provided,” 

This is dated August 31, 1956, signed by J. W. Fulbright, chairman, Committee 
on Banking and Currency. 

Leon Marcus was thereupon duly sworn by Senator Paul H. Douglas, and 
testified as follows: 

Senator Doueias. Mr, Marcus, would you give your name and address for 
the record? 

Mr. Marcus. Leon Marcus, 6824 Clyde Avenue, Chicago, Ill. 

Senator Dovetas. Now I am going to ask Mr, Hale and Mr. Wallace to 
conduct the examination. 

Mr. WALLACE. Mr. Marcus, you had a special account at the Southmoor Bank 
which was called an A account for the Southmoor Securities Co. Now, will 
you tell for the record the precise name of the company and the account? 

Mr. Marcus. The account, I considered it as a personal account under the 
name of the Southmoor Securities A account. 

Mr. WatLace, The Southmoor Securities A account? 

Mr. Marcus. A account. It is a personal account belonging to me personally. 

Mr. WatLace. And when was that account created ? 

Mr. Marcus, Oh, a couple of years, about 2 years, I would say. 

Mr. WALLAce. Sometime in 1954? 

Mr. Marcus. Yes, 

Mr. WatLace, And out of this account is it true that you wrote checks for 
personal expenditures? 

Mr. Marcus. Yes, sir. 

Mr. WALLACE. Did you on this account write checks to cash and turn the cash 
over to Mr. Hintz? 

Mr. Marcus. Yes, sir. 

Mr. WALLACE, Did you know the general purpose of much of this cash which 
you turned over to Mr. Hintz? 

Mr. Marcus. The general purpose was for expenses that he incurred; Mr. 
Hintz incurred. 

Mr. WALLACE. Were you aware—and this is sworn testimony, Mr. Marcus— 
that any of this money was turned over to either political parties or candidates 
for public office? 

Mr. Hate. Aware at the time you gave the money to Hintz. 

Mr. Marcus. I had an idea that he might have paid some money out of 
that, his expense money, for political purposes. 

Mr. WALLACE. Do you remember when we went over your check stubs a 
few days ago? 

Mr. Marcus. Yes, sir. 

Mr, WALLAcE. And when we read those off into the record; was that accurate? 

Mr. Marcus. I believe so, sir. 

Mr. WALLAcE. You had a check, No. 1,000, which was dated January 18, 
1955, on the Southmoor Securities for $10,000. That was a check for cash; 
do you recall that check? 
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Mr. Marcus. I recall seeing a check like that; yes, sir. 


Mr. Wa.iace. Check No. 1001, dated March 8, 1955, to Jack O. Brown, per 
BE. A. H., $1,000. 


Mr. Marcus. Yes, sir; I remember that. 

Mr. WaLLAce. And E. A. H. is Edward A. Hintz? 

Mr. Marcus. Yes, sir. 

Mr. Warace. Check No. 1002, dated March 8, 1955, to cash, $1,000, noted 
“L. M.,” that is Leon Marcus? 

Mr. Marcus. Yes, sir. 

Mr. WALLAcE. Do you recall the purpose of that check? 

Mr. Marcus. That would be for myself; it would not have been—— 

Mr. Watwace. Check No. 1003, dated March 8, 1955, cash, the notation 
“Charles Fleck, E. A. H.”—— 

Mr. Marcus. That would be under Mr. Hintz’ request. 

Mr. Wattace. The check total was $212.87. 

Mr. Marcus. That was under Mr. Hintz’ request. 

Mr. WALLACE. Well, at the the time that check was written and sent over 
to Mr. Hintz did you understand that it was to go to Mr. Fleck? 

Mr. Marcus. I did not; no, sir. 

Mr. Wa:LAce. How come that it was noted on the stub, when the check 
was written, that Charles Fleck’s name was on there? 

Mr. Maxcus. That I can’t say. The reason why I say that, I wouldn't 
care what he done with that money when he asked for it. I never asked 


him exactly where he was going to—how he was going to spend or did spend 
this money. 


Mr. WaAtLace. Well, the fact remains that the 
BE. A. H.,” appeared on the stub; did it not? 

Mr. Marcus. Evidently he must have asked and told the purpose, but he 
didn’t tell it to me, and when he asked me to make out certain checks, 
naturally, I gave him permission to. 

Mr. WatiLAce. Another check for cash, No. 1004, dated March 29, 1955, per 
L. M., cash, $4,000. Do you remember that check? 


Mr. Marcus. I remember such a check, but I don’t remember the purpose 
of it. 


name “Charles Fleck, 


Mr. WatLaAce. If a check was made out to the Southmoor Securities, you could 
cash it, couldn't you? 


Mr. Marcus. Yes, sir. 
Mr. Watiace. The check which I just read, No. 1004, is on the Southmoor 
Securities Co., for $4,000, and has on the back an endorsement, “Pay to the order 


of Southmoor Bank of Chicago, Southmoor Securities.” 
you 

Mr. Marcus. It was made payable to the Southmoor Securities Co.—a check. 

Mr. WALLAcE. It was deposited in your account? 

Mr. Marcus. It was deposited in my account. Evidently that is what I did. 
The checks that I would have given away would have been in cash. 


Mr. WALLAcE. Check No, 1005, dated May 1, 1955, Herbert C. Schoen, 60 shares 
of bank stock, $1,500. 


Mr. Marcus. Yes. 


Mr. Watiace. That check is endorsed “Herbert C. Schoen” with some initials 
underneath it which were not legible. 


Check No. 1006, May 13, 1955, Southmoor Securities, notation “Due for 4-7-55 
payment to EB. A. H.,” $239.58. 

Mr. Marcus. I remember such a check, I don’t know what he did with it. 

Mr. Watace. Check No. 1007, May 16, 1955, cash, Charles Fleck, EB. A. H., 
$249.55. Do you remember that stub? 

Mr. Marcus. I remember the stub; yes, sir. The check was cash, though. 

Mr. Watiace. The checks were for cash? 

Mr. Marcus. For cash, 

Mr. Wattace. But the notation on the stub was “Charles Fleck, E. A. H.”? 

Mr. Marcus. Yes; so I understand. I didn’t make them notations, but I 
have seen the notations on the stub. 

Senator Dovetas. Who made the entries on the stub, Mr. Marcus? 


Mr. Marcus, One of my men who happened to be a son-in-law of mine and who 
handled this account for me. 


Senator DoveLas. What is his name? 
Mr. Marcus. Martin Rosene, 


That would mean that 
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‘Mr. Wauiace. As I understand it, Mr. Rosene wrote these checks on your 
ccount at your directions? : 

" Mr. Marcus. At my directions. He never would write out a check unless he 
asked me to write. Je 4 Be 

Mr. WALLAcE. Check No. 1009, dated June 29, 1955, cash, per E. A. H. The 
notation Of the stub was “May-Jtne FIk.,” $631.71. 

Mr. MArous. I remémber such a adpe: 

Mr. WALLACE. I would assume the “Fk.” stood for Fleck. 

Mr. MArcus, I suppose. _ t 

Mr. WALLACE, Check No, 1010, that is apparently a personal check? 

Mr. Marcus. How much was that for? 

Mr. WALLAcE. Well, there was W. Kier Johnson, an attorney for “Re 87 Speed.” 

Mr. Marcus. Yes; that is personal. 

Mr. HAe. A piece Of property you were buying, or something like that? 

Mr. Marcus. I own. 

Mr. WAtLAce. Theré were a series of checks in between that are missing. 

You have a check numbered 1013, dated July 27, 1955, Swift Properties, Inc. 

Mr. MArcus. That would be personal 

Mr, Wattace. L. F. Gulrood, 7800. 

Mr. MArcus. That would be personal. 

Mr, Watiace. Check No. 1014, dated 6-1-55, to W. L. Randall, notation 
‘Cc, L. M.,” demand note to SSC. 

Mr. Marcus. That would be a loan that he made. 

Mr. WAtxaAce. The check is endorsed “W. L. Randall.” It was for $2,800. 

Mr. Marcus, There is two of them like that. 

Mr. WALLACE. Oh, yes; two of them, and neither one of them were deposited. 

Mr. Marcus. Neither one of them were cashed, they were canceled. The loan 
was canceled. Two of them were made, the other two were not, but that is a loan 
that I personally made to this man. 

Senator DoUGLAS. For what purposes were these loans made? 

Mr. Marcus, Oh, he was a builder, he built several buildings and always ran 
short of money and asked to make some personal loans so—— 

Mr. WALLACE, Here is one numbered 1018, dated 9-29-55, Edward A. Hintz, 
per L. M., $500. 

Mr. Marcus. That is a personal expense to him. 

Mr. WaALLAGE, You didn’t know about it being anything other than a@ peér- 
sonal 

Mr. Marcus. As long as it was made payable to him it was a personal expense. 

Mr. WALLACE. In other words, it, might have been for personal expensé, but 
it might have been to make a contribution to someone. 

Mr. Marcus. I would say no, not in this case. 

Mr. WALLACE. This particular case? 

Mr. Marcus. In this particular case I remember he had some special expénsés 
for himself. : 

Mr. Waciace. That is paid to the order of E. A. Hintz. 

Mr. Marous. Yes. 

Mr. WAtLAcE. Endorsed with a scrawl which looks like E, A. Hintz. 

Mr. Marcus. Any of the other checks were made out to cash. 

Mr. WaALLAcE. The next is 1019, dated 10-12-55, per L. M., $1,000. 

Mr. Marcus, That, again, would be for myself. 

Mr. WaLrace. That had your initials 6n the back of the check whith means 
you O. K.’d it? _ 

Mr. Marovs. With my tolidaya: aa means I cashed it. 

Senator Doveias. What did you do with the thousand doMars? 

Mr. Marcus. My spending money, myself, my own expenses. 

Senator Dou6Las. Did you make any political contributions out of that? 

Mr, Marcus. No, sir. ii, 7 ‘ , 

Mr. WALLACE. Did any of that go to Mr. Hintz? 

Mr. Marcus. None of that money. Chances are if this was in the fall of the 
year I maybe cashed it to go to California or Phoenix, Ariz. I go 3, 4 timés 
out Of the year. Was that in the fall of the year? 

Mr. WALLACE. Yes. 

Mr. Maiicus. It could have been. 

Mr. WALLACE. No. 1026, dated December 15, 1955, cash; notation’ Charlés 
Fleck, per E, A. H., and the amcunt is $2,529.01. 

Mr. Marcus. I remember seeing such a notation. 

Mr. WaLLace. You remember seeing such a notation? 


83551—56—pt. 2——51 
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Mr. Marcus. Yes. 

Mr. Watuiace. No. 1027, dated December 15, 1955, cash, Warren Wright, per 
E. A. H., $1,500. 

Senator Doueias. Was that a payment to Warren Wright? 

Mr. Marcus. I don’t know, sir. What I am saying is this: that this check 
was made payable to cash. The man that handled that, he must have tolq 
him what it was for, he made such a notation, but I don’t-—— 

Senator Doveras. That is your son-in-law? 

Mr. Marcus. Yes, sir; but whether he gave him this money or he didn’t, | 
don’t know, sir. 

Senator Dovetas. But don’t you have control over your checkbook? 

Mr. Marcus. Yes; but whenever he asked me for money—— 

Mr. Hate. He, being Mr. Hintz? 


Mr. Marcus. Mr. Hintz, I gave it to him, and to me, as I explained before, | 
didn’t care what he did with that money. 


Mr. WarLace. Did Mr. Hintz ever tell you the purpose of any of this money 
he wanted? 

Mr. Marcus. Not always. I wouldn’t say he never told me. Possibly when he 
gave the notation to Mr. Rosene as being Warren Wright—I presume that is what 
he did, but whether he actually gave it to Mr. Wright or not, I don’t know, sir, 

Senator Dove.as. He told you that it was for Warren Wright? 

Mr. Marcus. I don’t remember exactly what he told me at that time, he pos- 
sibly had, but I say this: I always had to make it out in cash, and he cashed the 
check himself, I never cashed one of those checks. Mr. Hintz did, and whatever 
he did with the money would have been up to him. In other words, if he would 
have gone out and spent that money on himself or given it to not to Mr. Fleck, 
but to Mr. Wright, or ther other way around, I wouldn’t know. 


Senator Doue.ias. Didn’t you know that this was to be given to Mr. Wright? 
Mr. Marcus. I didn’t care. 


Senator Dovetas. Well, didn’t you know? 

Mr. Marcus. If he told me at that time, I did. 

Senator Douctias. Yes; he told you that it was? 

Mr. Marcus. But if he did at that time, yes. 

Mr. Watiace. The next is 1028, December 16, 1955, cash, Charles Fleck, per 
E. A. H., $437.50. 

Mr. Marcus. It would be the same thing. I have seen the notation. 

Mr. Wattace. What is the Anglo-American Warehouse? Is it part of your 
business? 

Mr. Marcus. That is personal ; that is personal business. 

Mr. Waxtace. And a check numbered 1031 dated January 5, 1956, noted South- 
moor Securities, per L. M., that would be cash. 

Mr. Marcus. How much wasthe amount? 

Mr. Waxiace. $10,000. 

Mr. Marcus. Yes, that would have nothing to do—that would be personal busi- 
ness turned over to the Securities Co. That would be my own business, part of 
our operation that I turned over to my own company, the $10,000. 

Mr. Hate. In other words, transferred from your personal account in South- 


moor Securities, Inc., A to Southmoor Securities corporation account? 
Mr. Marcus. That is right. 


Senator Douetas. You have two corporations? 


Mr. Marcus. No; just one corporation, but this A account was not a corpora- 
tion account, it was a personal account. 

Senator Dovetas. Southmoor Securities, Inc., wasn’t it incorporated? 

Mr. Marcus. Yes; the checks read that way, but it was a personal account. 

Senator Drueias. What did the Inc. mean? 

Mr. Marcus. Nothing. 

Senator Doveras. I always thought that meant incorporated. 


Mr. Marcus. Well, it did, but I am saying it is just possibly checks that they 
used in printing it up and never paid-—— 


Mr. Wa.tace. Does that mean that you own all of the stock? 
Mr. Marcus. No; this is not a corporation account, this is merely my account 
made payable to the Southmoor Securities Co., Inc., which is a corporation. 


Mr. Wauiace. And then, if it were made to them, they simply turned it over 
to your A account? 


Mr. Marcus That is right. 


Mr. Wattace. Check No. 1083 dated March 20, 1956, Southmoor Securities, 
per L. M., $8,000. 
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Mr. Marcus. It would be the same thing as the other. 

Mr. WaLLAce. No part of that money went to Mr. Hintz? 

Mr. Marcus. No part of that money went to Mr. Hintz, because if it did it 
would have his initials on it, notation. 

Mr. Watiace. No. 1034, made payable to Mr. Hintz, Southmoor Securities, 
L. M.. $3,098.16. Well, that is what closed out your account? 

‘Mr. Marcus. Yes, sir; that went into my own. 

Mr. Wattace. Have you used that account any more since then? 

Mr. Marcus. Not since then; no. 

Mr. Waxtace. Mr. Mareus, you made several checks out to cash and turned 
the money over to Mr. Hintz? 

Mr. Marcus. There were checks made out—— 

Mr. WaA.LLAcE. To cash. 

Mr. Marcus. To cash and turned over to Mr. Hintz. 

Mr. Wattace. And the cash was turned over to Mr. Hintz? 

Mr. Marcus. Yes, sir. 

Mr. Watiace. You knew that some of this money was used for Mr. Fleck? 

Mr. Marcus. I found that out later. 

Mr. Warxiace. Didn’t he tell you what it was for? Did he simply say “I need 
a thousand dollars for expenses,” and you said, “O. K.,” and gave him a thousand 
dollars? Didn’t he say, “I need a thousand dollars because I think it would be 
a zood idea if we made a contribution to somebody”? 

Mr. Marcus. He might have said that. 

Mr. Watiace. He might have? 

Mr. Marcus. He might have said that; what he said at this particular time, 
sir, I honestly don’t know. 

Mr. WaLLace. Well, did he ever say that? 

Mr. Marcus. Yes, I presume he has; yes. 

Senator Doveias. You presume he did. Did he or didn’t he? 

Mr. Marcus. Well, he did, he said that he paid some expenses—— 

Senator Doveras. Did he tell you that he was paying money to Fleck? 

Mr. Marcus. He might have. 

Senator Doveras. Well, did he? 

Mr. Marcus. Well, I presume he did. 

Senator Doveras. Well, did he? 

Mr. Marcus. I would say he mentioned several names. 

Senator Dovetas. Was Mr. Fleck’s name one of them? 

Mr. Marcus. I would say “Yes.” 

Senator Doverias. Yes. Did he mention Mr. Warren Wright’s name as one of 
them who received money? , 

Mr. Marcus. Yes. 

Mr. Harte. What other names? 

Mr. Marcus. There was one other name. I guess that is about all, any of 
those notations on there. He would always make notations. 

Mr. Hate. This was served upon you by a presentative of the United States 
marshal’s office this morning, this subpena? 

Mr. Marcus. Yes, sir. 

Mr. Hate. Have you brought that letter from Mr. Fleck? 

Mr. Marcus. Mr. Welsh got it. 

Mr. Hate. This is the letter, sir. 

Did you bring the enclosures? 

Mr. WetsH. Yes. : 

Senator Dovetas. Now, I think I should read. I will identify this letter. 

This is a handwritten letter on the stationery of Charles J. Fleck, 3538 North 
Greenview Avenue, Chicago 13, Ill, under date of July 16, 1956. 

“Dear Mr. Marcus: I just learned of the Federal Deposit Insurance Com- 
pany’s interest and concern in the manner in which campaign contributions 
were made at your Securities Co. Since the contributions did not come from 
the bank there is, as you say, nothing more, but I am afraid that the newspapers 
in the hysteria of the moment may condemn by misinterpetation or misunder- 
standing their feeling of wrath due to generosity. Therefore, I should like to 
return to you immediately these contributions, whether they came from you 
or your friends. 

“Please call me on our semiprivate phone, State 2—1265. 

“Sincerely, 


“CHaries J. FLECK.” 
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Now, that should be marked “Exhibit A” and should be placed in the eo». 
mittee’s files. I will ask counsel to make photostatic copies of it and have 
copies furnished to Mr. Marcus so that he and his counsel may retain evidence. 

Mr. WetsH. As a matter of fact, | was going to do that this morning whep | 
got the call from the marshal’s office. 

(The document above referred to was marked “Exhibit A.”) 

Mr. Hare. These enclosures that were brought along, you have those, too? 

Mr. Wetsu. Yes, sir. 

Mr. Hate. The enclosure consists of an envelope, and printed on it is “Charles 
J. Fleck, 3538 North Greenview Avenue, Chicago 13, Ill.” 

It is addressed to “Mr. Leon Marcus, Southmoor T. & 8. Bank, personal, please.” 


And opening it up, we find a letter, a carbon copy of a document headed July 
18, 1956. 


“T'o Whom It May Concern: 


“This is to certify that at no time was I, or the Southmoor Bank & Trust Co. 
solicited, nar did we offer or contribute, nor did we contribute to any person, 
including the public administrator, or any campaign fund, in return for the 198 
separate trust accounts on deposit from that office in our bank. These deposits 
were only made because of friendship existing between the public administrator 
and other officers of the bank. 

“T further certify that from my personal account and on my ewn volition I 
made campaign contributions, all of which on this day, July 18, 1956, have been 
returned to me in full.” 

There is a blank space for signature, but it is not signed. 

Mr. Wetsu. There is a—— 

Mr. Hae. There is an ink mark on the side. Could you identify that, Mr. 
Welsh or Mr. Marcus? 

Mr. Marcus. Well, that is Charles’ initials. See, I give him a signed—— 

Mr. WaLtAce. He has a signed, copy of this? 

Mr. Mareus. He has a signed copy of one, and he initialed that. 

Mr. Hate. Mr. Fleck has? 

Mr. Marcus. Mr. Fleck. 

Mr. WaLrLaAcr. One signed by you? 

Mr. Marcus. One signed by me. 

Mr. WALLACE. You signed it? 

Mr. Marcus. I signed it, and he initialed that one. 

Mr. Hate. And Mr. Fleck has the original of that signed copy ? 

Mr. Marcus. Right. 

Mr. Hate. Now, the rest of the enclosures consist of forty-six $100 bills, 

Senator Dove as. Is that correct; that there are forty-six $100 bills? 

Mr. Wetsu. That is the amount that I think he mentioned. 

Mr. Wa.LLacr, That is the amount he mentioned and you watched this counted 
so you saw that there were-—— 

Mr. Hae. Would you like to.count it again? 

Mr. Marcus. No. 

Mr. WeELsuH, No. 

Senator Doucias. May I ask; if. Mr. Mareus, and Mr. Welsh accept this. count 
as correct? 

Mr. WetsnH. Yes. 

Mr. Marcus. Yes. 

Mr. We.saH. Of course. 

Mr. Hae. Now, could you tell about the. circumstances—— 

Mr: Marous, Correct, that was the ameunt I received: from him, 

Senator Dovenas, Can you, certify that these forty-six $100. bills: in this 


envelope. that your counsel has just turned ever to Mr. Hale and to Mr. 
Wallagce-—— 


Mr. Maacus. Is what? 

Mr. Has. Do you agree that there is $4,600;in this.pile? 

Mr. Marcus. That L agree that, this, is,$4,6002 

Senator Douctas., Do you agree? 

Mr. Weisn. Yes. 

Mr. Marcus. Do I have to turn this over? 

Senator Dove.as. We will see about it,. That question will, be discussed later. 

Mr. Marcus. That is the reason I asked that question. Do I agree to turn it 
over? 

Senator Douctas. We will discuss that question later. 
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Mr. Hate. Could you tell the circumstances under which, in detail, the cir- 
cumstances under which you got these? 

Mr. Marcus. The circumstances was on the day that Mr. Fleck brought this 
over with this letter and he asked me—— 

Mr. Have. Did he call you up first? 

Mr. Marcus. Yes, sir. He called me up and I niet him and he turned this 
snvelope over to me with this letter there. 

Mr. Hate. What did he say when he telephoned to you? 

Mr. Marcus. Well, he says he found out that on these contributions that were 
made, all with my money that he got from Mr. Hintz, and he would like to 
give it back to you. I says, “I don’t know of any money.” I told him wheh I saw 
him Mr. Hintz never told me how much money he gave him or what. 

Mr. Hate. Did he come over to your office? 

Mr. Marcus. I met him not at my office, I met him some place the first time 
at some club, that he belongs to, for lunch. 

Senator Doue.as. What Club is this? 

Mr. Marcus. On the near North Side, some place. 

Mr. HALE. In Chicago? 

Mr. Marcus. In Chicago. 

Mr. Marcus. Which part? 

Mr. Marcus. Near North—Bohemia Club, or some such thing; something like 
that. 

Mr. Hate. He called you up in the morning? 

Mr. Marcus. Yes. 

Mr. Have. And then met you for lunch? 

Mr. Marcus. Met me for lunch and told me all about this here, and he wanted 
me to bring—I says, “I don’t want to. I want to be honest with you, I will consult 
with Mr. Welsh about it before I accept it.” 

Senator Dove.as. This was just a day or two after Orville Hodge had resigned 
from the Republican State—— 

Mr. Marcus. That I don’t remember. 

Mr. WALLACE. The letter is dated July 16. When did Hodge resign? 

Senator DouGe.Las. I think it was between the 13th and 15th. 

Mr. Marcus. That I don’t remember. 

Senator Doueias. You don’t? Did he mention the Hodge case when he talked 
to you? 

Mr. Marcus. Oh, he mentioned mainly the newspapers and all this—— 

Senator Dove.as. The relationship between Hedge and the Southmoor Bank 
that was under investigation? 

Mr. Marcus. That they were investigating, and everybody being under investi- 
gation, with all the newspapers, he would rather give me back this meney I 
said, “Charley, | never give you money,” and to be honest with you, I met the man 


once; he never asked me fur any money, nor did I give him any money. I never 
knew the man until—— 


Mr. HALE. Mr. Fleck? 

Mr. Marcus. That is right. 

Mr. Hare. And this is the first time you had ever met him? 
Mr. Marcus. No, it is the second time I met him. 


Mr. Hate. The second time you met him, when he called you up and you had 
lunch with him? 


Mr. Marcus. Yes, sir. 

Mr. Hate. So you took the letter and the money he gave you in the envelope, 
his envelope? 

Mr. Marcus, Yes, sir. 

Mr. Hate, And signed this slip? 

Mr. Marcus. Yes, sir. 

Senator DovueLas. He had made out the slip? 

Mr. Marcus. He breught it to me all made out. Im facet, he had another one 
made out telling me that I knew about it, and I didn’t, so I said, “You tell me what 
you know and don’t ask me what I know.” 

Mr. Hare. And you signed the original of this and gave it right back to him? 

Mr. Marcus. Yes. 

Mr. Hate, And he initialed. this letter? 

Mr. Marcus, I told him fo initial this copy so it will bea true copy. 

Mr. Hate. And then what did you de with this; the letter and the money ? 

Mr. Marcus. I turned it the same day over to Mr. Welsh. 

Mr. Hate. And, Mr. Welsh, you have had it since that time? 


. 
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Mr. Wetsu. I have-had it ever since. 

Mr. Hate. You have had it in your safe-deposit box, I understand? 

Mr. WeusH. Yes. 

Now, I would like to make a statement off the record for a moment, and then 
you can put it on the record if you want. 

Seantor Dovuatas. Oh, I think anything you say should be on the record, Mr. 
Welsh. 

Mr. WetsH. Well, what I was going to say is simply that this was turned over 
to me by Mr. Marcus—we were having lunch at the Southmoor Hotel. 

Mr. Marcus. That is right, sir, the coffee shop. 

Mr. WetsB#. It is on or about this date, as I remember, and he simply handed 
me the envelope, and since then I have had it in my own personal safe-deposit 
box at the American National Bank. 

One reason I was holding it there temporarily was that our office manager was 
on his vacation. He is now back and I proposed to turn this over to our firm 
and let it be deposited in our trust account to be held until somebody decides 
whose money it is and what is to be done with it. 

Mr. WA.tiAce. Mr. Marcus, starting in 1953, the Federal Deposit Insurance 
Corporation began calling your attention to certain practices in the Southmoor 
Bank. Can you tell us what practices they had reference to? 

Mr. MaAk&cus. No, sir. In 1953? 

Mr. Wattace. 1953, and later, from 1953 on. Was it not that you had, A, 
too many real-estate loans? 

Mr. Marcus. Well, they very often criticized—— 

Mr. WALLACE. It was a banking practice, not illegal, I am not saying it was 
illegal, it was the practice. 

Mr. Marcus. They thought they would like to have it more diversified, and 
I was always a great believer in real estate. 

Mr. WALLACE. Yes. 

Mr. Marcus. And I felt that good FHA loans and qed GI loans are better 
than any other securities. 

Mr. Wat3ace. Yes. 

Mr. Marcus. And it turned out so because if it wasn’t for that I don’t think 
this bank would have ever survived what it had. 

Mr. WaAtLAcE. In other words, they always said that you tended to be over- 
loaned, does that mean on the securities, or you had more total loans out? 

Mr. Marcus. Total loans. 

Mr. WALLACE. Total loans, you had an awful lot of total loans in comparison 
with capital, their assets? 

Mr. Marcus. I had hardly any unsecured loans. The total was too high, they 
criticized for 

Mr. Watuace. Total in relation to what, in relation to your assets? 

Mr. Marcus. Of our assets and deposits. 

Mr. Wattace. I see. Your assets and deposits, your total was too high? 

Mr. Marcus. Your total was too high and they criticized it. 

Mr. Wattace. Is it not a fact that since the Federal Deposit Insurance 
Corporation began in 1953 criticizing you for being overloaned—— 

Mr. Marcus. Yes, sir. 

Mr. Wattace. Namely, that you had more loans than you had assets and 
deposits—— 

Mr. Marcus Yes, sir. 

Mr. Wattace. That this put you under some pressure to get more deposits? 

Mr. Marcus. Yes, sir. We always worked for more deposits. 

Senator Doveras. But this was a special pressure for more deposits in view 
of the warning that the FDIC issued to you? 

Mr. Marcus. Well, it would be a question of either having more deposits or 
cut down on loans. 

Mr. Watrace. Mr. Hintz at that time was your executive vice president, is 
that correct? 

Mr. Marcus. He was the executive vice president, the main banker at our 
bank. 

Mr. Watxace. Your main banker. He got, I think you testified before, have 
you not—Mr. Hintz brought accounts to the bank, private accounts? 

Mr. Marcus. Oh, yes, sir. 

Mr. Wattace. And also public accounts? ° 

Mr. Marcus. I considered him a very able banker with a high reputation. 
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Mr. Watrace. And I believe you testified that with respect to public deposits, 
Mr. Hintz handled that for you? 

Mr. Marcus. Yes; he handled most of those large deposits. 

Mr. Watiace. And I believe you testified—and you correct me if this is 
not true—I believe you testified that Mr. Hintz was a good banker, that he 
got private deposits and public deposits. 

Mr. Marcus. Yes, sir. 

Mr. Watace. But in the process of doing this he had certain expenses? 

Mr. Marcus. Yes, sir. 

Mr. Watiace. And the purpose of these cash expenses which you wrote and 
you discussed previously were to help him get more public deposits and private 
deposits? 

Mr. Marcus. More deposits. 

Mr. WALLACE. More deposits? 

Mr. Marcus. More deposits. 

Senator Dove.as. And you knew that this included public deposits? 

Mr. Marcus. I would say “Yes.” 

Mr. WaALLace. Well, you stated that ; is that true? 

Mr. Marcus. I would say “Yes.” 

Mr. WALLACE. Yes. 

Mr. Marcus, Naturally, if he had to spend some money for himself, expenses, 
or giving it away, I personally didn’t care what he did with the money as 
long as he brought in deposits 

Senator DovcLas. You were willing to have him give money to public officials 
if in return they made public deposits? 

Mr. Marcus. I gave him money to give to anybody, whether it is for himself 
or anyone else. I was not a banker, I never held a job in that bank. 

Mr. WattLace. But you understood that it lost money to get deposits? 

Mr. Marcus. That is right, sir. 

Mr. WALLAcr, And that was the purpose of giving cash to Mr. Hintz? 

Mr. Marcus. That is right, yes, sir. 

Mr. Wa.tiace. Now, then, with respect to the statement which was read into 
the record, which was enclosed in the envelope with the $4,600, namely, that 
you signed a sheet stating that you had never been solicited for this money-——— 

Mr. Marcus, Yes, sir. 

Mr. WaALLAceE. It is possibly true that you had never been solicited, isn’t it, 
because you were—— 

Mr. Ma>cus. I never was. 

Mr. Watiace, Not the president of the bank or executive officer ? 

Mr. Marcus. I never had contact with anybody. 

Mr. WALLAcE, You personally were not solicited? 

Mr. Marcus. No, sir. 

Mr. WALLACE. I would like to read into the record——— 

Mr. HALE. I wonder just before that if I could refresh your recollection. 
As I remember when we were out at the bank you said that from time to time 
politicians came in and asked you for a $50 contribution, a hundred dollars, $10, 
and that you did make contributions of that sort? 

Mr. Marcus. Oh, yes. Yes, but that had nothing to do with any of these 
checks or Mr. Hintz. 

Mr. Hate, Yes, but you did make that kind of contribution yourself? 

Mr. Marcus. Oh, yes. Yes, sir, I have made that. 

Mr. WatLacg. As far as any possible contributions—— 

Mr. Marcus, It has nothing to do with the banking or deposits, merely -——— 

Mr. Watxiace. As I understand it, Mr. Marcus, with respect to offers to 
deposit funds or solicitation for money because funds were on deposit, you 
simply referred this to Mr. Hintz; is that right, sir? 

Mr. Marcus. That is right, sir. 

Mr. WaLLace. Now, with respect to that not being solicited, I would like to 
read the following into the record which is taken from the testimony of Mr. 
Charles J. Fleck before myself and Mr. Hale on August 28, 1956, at 2 p. m.: 

“Mr. WAtLAce, Now, I would like to ask you, Mr. Fleck, you had several 
baa here and you had had several requests to make these deposits at the 
yanks.” 

Parenthetically, Mr. Fleck is publie administrator, and has between 3% and 4 
million dollars on deposits to make on an interest-free basis at banks. 

Senator Doveras. That is interest free? 

Mr. Watiace. Interest free. 


fi 
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“Can you tell us why it was that you put as much as you did in the Squthmoor 
Bank and the Elmwood Bank compared with, oh, Continental Tlingis or any of 
the other banks? Is there any special reason? 

“Mr. FLeck. Yes, because, first, Ed Hintz was a very personal friend of mine. 
Well, in 1952, when I managed the Governer’s campaign he came to me and helped 
me and I was fighting the organization. I was the only committeeman in Cook 
County and I needed help desperately. I went with the Governor and broke with 
the regular organization and he helped me, and I never forgot it, and he also has 
been a friend of mine for 15 years or longer at the Illinois Athletic Club, and he 
pushed me there when he knew or didn’t know I would eyer be a public 
administrator. ; 

“Mr. WALLAcE. That is when you were ward committeeman? 

“Mr. Fieck. Yes. 

“Mr. WALLACE. You were the only ward committeeman for Stratton? 

“Mr. Fieck. I was the only ward committeeman and the only elected officia) 
that went with—they were all against him. I broke with them and managed his 
campaign. 

“Mr. WALLAcE. The others were for whom, Erickson? 

“Mr. FLeck. Erickson, that is right. We won the primary. 

“Mr. WaLLAce. Hintz helped you in that fight? 

“Mr. Fieck. Not only that, but he made contributions and got some which was 
desperately needed, and I never forgot that. After all, I belieye—and he has 
been a good Republican, too. 

“Mr. WALLACE. Did Mr. Marcus help you in that bank in 1952? 

“Mr. Fieck. No, I didn’t know Marcus then, I didn’t know Marcus until after. 

“Mr. WALLACE. Well, Mr. Hintz didn’t have any money himself to contribute’ 

“Mr. Fieck. No.” 

And then he goes into some extraneous material at this point as far as this 
particular session is concerned. 

Senator Dougias. Now, are you resuming the direct quotation? 

Mr. WALLACE. Now I am resuming the direct quotation. I am skipping part 
of this which has no direct bearing on the people here. 

“Mr. WALLACE. Then you were the only ward committeeman for Stratton in 
1952, and Hintz helped you raise money for the campaign? 

“Mr. Fieck. Yes; he has always been a good party man, that is why.” 

Now there is some other extraneous material, extraneous to this session here. 

Senator Dove.Las. Yes. 

Mr. WaALLAcE. Now, continuing again on the same line: 

“Mr. Watiace. Did Mr. Hintz help you any in 1955 or 1956? 

“Mr. Fieck. Yes; but not from the bank. 

“Mr. WaLLAce. Did Mr. Mareus ever make any contributions? 

“Mr. Fieck. I guess when Hintz gave, Marcus gave.” 

Then on down a little bit. 

“Mr. WALLAcE. You were managing the Governor’s campaign? 

“Mr. FLeck. Yes.” 

Senator Dovueias. The Governor’s campaign, present campaign? 

Mr. WALLACE: Yes; present campaign. 

Senator Dove.as. Of 1956? 

Mr. Waniace. Yes. 

“Mr. Fiecx. And the State ticket. : 

“Mr. WaALLAcre. You were managing for the Governor and the State ticket’? 

“Mr. FLeck. Yes. 

“Mr, Watiace. Did Marcus contribute to that? 

“Mr. Fieck. He contributed but it was returned to him, every penny to him, 
when this stuff broke. 

“Mr. WALLACE. I See. 

“Mr. Fieck. Because when I found this stuff out I returned every penny 
exactly as it was given to me.” 

Apparently, then, the way the money was given to him was in 46 $100 bills. 

Senator DoveLas, That is, these are the identical bills—— 

Mr. WaALLAck. Well, not the identical bills, but it was as they were given to him. 

Mr. Hate. Certainly you couldn’t tell whether they were the identical bills. 

Mr. Marcus. I didn’t know whether he got them in rubles. I don’t know. 

Mr. WaALLAcr. I will continue: 

“Mr. Fieck. Because when I found this ont I returned every penny exactly as it 
was given to me. 

“Mr. Waciace. How much did he contribute? 
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“Mr. Furck. Well, I think Mr. Marcus ought to answer that. I said he 
contributed.” 

After some jockeying : : 

Mr. Watiace. I would like to have it. aie 

“Mr. Fieck. $4,600; and it was returned to him in full. 

“Mr. WaLLace. When did he make the contribution? 

“Mr. Fieck. He gave me one only, in 1955, nothing in 1956. There was one 
the first part of 1955 and the middle of 1955, and voluntarily I never asked him 
for a dime. 
oM r WALLACE. Well, didn’t Hintz raise it for you? 

“Mr. Fteck. Mr. Hintz was the one. 

“Mr. WALLACE. That got the money for you? 

Mr. Fieck. Yes. 

“Mr. WALLACE. Was it a total of $4,600? 

“Mr. Fieck. That is right. 

“Mr. WALLACE. How much were the two checks ; do you recall? 

“Mr. Freck. No; I don’t; no checks. 

“Mr. WALLACE. Cash? 

“Mr. Fieck. Yes; we returned it just exactly as he gave it to us, and I would 
like to say for the record that that is the only bank that did it, and I—because I 
never solicited a bank, they did it voluntarily. 

“Mr. WALLACE. Hintz did it voluntarily? 

‘Mr. Freck. He did. He called me up and it came as a surprise to me. He 
said, ‘We feel we want to do for you what we are doing for others.’ I said, ‘What 
do you mean?’ He says, ‘I want to make a contribution. You have been good to 
us and I would like to make a contribution to the campaign.’ I said, ‘I have two 
questions the Governor always asks: Where did the money come from? And 
he said, ‘It is Mr. Mareus’ personal money.’ Secondly, I asked him if there were 
any strings attached to it from Mr. Marcus. He said, ‘No.’ 

“T said, ‘All right, we will put it in the campaign fund then.’ 

“Mr. WALLACE. This was in 1955? 

“Mr. Fieck. That is right ; nothing in 1956. 

‘Mr. WALLACE. What were the dates of the two contributions? 

“Mr. Fieck. I don’t knew the dates. One was around, let’s see, the beginning 
of” — 

Well, he is not certain of the dates. 

“Mr. WALLACE. June and January of 1955. Why were they so early? 

“Mr. Fireck. Let me see, now. 

“Mr. WALLACE. I mean, there was no campaign in January and June of 1955. 

“Mr. Fieck. No; pardon me, it was June of 1955 and December of 1955, those 
were fhe only two times, excuse me, Iam sorry.” 

Well, he didn’t remember these amounts. 

I take it he got it in cash so he wouldn’t-know the amounts of the checks 
which were added up to the amount of the cash. 

Mr. Makcus. Yes. 

Mr. Wauvace. He got two cash gifts, 

Senator Dovcias. I think we should, if, counsel agrees, identify these bills 
by serial number. I am going to aSk Hr. Hale to read the serial numbers*and 
either Mr. Marcus or Mr, Welsh check’ them to see that they are correct. 

Mr. Hatz. Lét me read them right at your side. I am holding it wp, there are 
none in my sleeves: K 00551738 A. 

Senator Dougias. Is that correct? 

Mr. WELCH. at is correct. 

Mr. Hare. D 01290739 A. 

Senator Douetas. Is that correct? 

Mr. Waste Correct. ‘ 

Mr. ‘Hare. ‘D “01468798 A; “B “60436440 77309 A; K 0814515 A; 
A 03051300 A; H 02165734 A: H, 00195602 5 EL, 03303155 A; D 03311722 "A ; 
D 02998664 A: ‘'S 01 96 A ins F 705 As D 18979 A; 
H_ 02880528 (A ; JH se 435, A; F 00 A; 85 A; 
E $1534 A: B Ot 77903 A F 00323749 A; K 02049830 A; 
D 
2 


. 
, 
. 


B 10605874 Ai Av;, E,08455004 A; D_Q0177891 A; D 00506922 A ; 
i er 7: \ Bisset 9A; D 00712542, A; C, 01901049 A; L 05530477 “A; 
Bot! Aj) 9) 04 A; G03919805 A; G 03919806 A; 
G 03919807 AL G 08919808 A; ‘A; G 03919810 “A; G_08834416 “A. 
gengicr Dougess, > Welsh, ig that an accurate list of the numbers? 
ELSH. Yes, it is 
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Mr. Wattace. Mr, Chairman, I would like to continue a little bit on what ; 
had started before. I see now that I didn’t quite finish it. May I proceed ty 
read from this testimony that I was reading from before? 

Senator Doveras. Yes. 

Mr. WALLACE (reading) : 

“Mr. Watiace. How much was the one in June; do you remember? 

“Mr. Fieck., Gee, I don’t remember. 

“Mr. Wattace. You just remember there were two contributions?’ 

Mr. Fleck then says: “I can get it for you,” and then goes into some ex. 
traneous material. 

“Mr. Fieck. My assets and the two contributions, I found ont later—I wan: 
this to go in the record—about the 12th of July 1956, when this trouble was 
brewing, that Mr. Marcus made these contributions out of the Southmoor §¢ 
curities Co. I called him up and I said to him, ‘I thought these were persona) 
contributions from you,’ He said, ‘They are. I own the Securities Co.’ I saig 
to him, ‘It looks like there is some shadiness between the Securities Co. ang 
your bank,’ and I said, ‘I want to meet with you and I am going to return that 
money to you as you gave it to me.’ 

“And on the 18th of July 1956 he got every penny of it right back in cash from 
me. 

“Mr. Watrace. $4,600? 

“Mr. Fieck. Yes; the full amount.” 

Is what I have read consistent with your recollection about getting together? 

Mr. Marcus. Getting together is not consistent with the conversation. 

Mr. Wattace. He is quoting. 

Mr. Marcus. That I don’t know; it is not my quotation. 

Mr. Watrace. It is not your quotation? 

Mr. Marcvs. No, sir. No, sir. 

Mr. Watxace. Did Mr. Fleck say why he wanted to return the money to you? 

Mr. Marcus. He pleaded with me to take the money back because of the 
circumstances of the publicity. I said, “Charlie, I don’t know of any, and I 
will let you know,” and that is the reason why I did ask Mr. Welsh. 

Mr. Wa.tace. Is it true that Mr. Fleck said he was afraid of the connection 
between the Southmoor Securities 

Mr. Marous. There was no reason for him to be afraid. 

Mr. Watrace. Did he say that? 

Mr. Marcus. I don’t know. 

Mr. Watrace. Did he express that to you? 

Mr. Marcus. I would say “No.” 

Mr. Watrace. That is what he said he said. 

Mr. Marcus. I can’t say whether he did, but it wouldn’t make any difference 
to me if he did. I am just saying—it wouldn’t make any difference if he did so, 
but if he actually asked me to take it back because of the—— 

Mr. WALLACE. Well, the point I am getting at is this: The point that I read 
of Mr. Fleck’s testimony, he is saying that the reason he returned it to you Is 
because he was afraid of a connection between the Southmoor—now, wait— 
he was afraid of the connection between the Southmoor Securities and the bank, 
in which case the contribution would be illegal. 

Mr. Marcus, Well, he might have thought so. 

Mr. WALLACE. But you pointed out to him there was no connection? 

Mr. Marcus. There was none. 

Mr. WALLACE. That is what you said? 

Mr. Marcus. That is right, I—in fact, I told him if he wants to see my records 
I can prove to him that that money did not belong to a company but belonged 
to me. 

Mr. WALLACE. Well, Mr. Marcus, may I ask you if there is any reason for 
you to point that out to Mr, Fleck other than the fact that he would be con- 
cerned about it? 


Mr. Marcus. He was concerned in general about this money maybe being 
from any place, and I told him it was my money. 

Mr. Wattace. The point of his testimony was that he was afraid that it was 
from the bank. 

Mr. Marcus. Possibly he was, I am not contradicting him on that. 


Mr. Wattace. I have some other questions, Mr. Marcus. What was the name 
of the bowling alley that you were part owner of? 
Mr. Marcus, At Tist and Jeffery? 


Mr. Wattace. Was that the Ted Lyons Bowling Alley & Cocktail Lounge? 
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Mr. Marcus. Well, it was really never—it was once known as that, but it 
was never opened up as that; it was the Bryn Mawr Bowling Alley. 

Mr. Wau.ace. The Bryn Mawr Bowling Alley & Cocktail Lounge? 

Mr. Marcus. Yes. 

Mr. WatLace. You were a half owner of that with whom? 

Mr. Marcus, No; I was not a half owner there. I only had a small interest 
there, about a third of a fifth in that particular place. 

Mr. Watiace. A third of a fifth? 

Mr. Marcus. Yes, sir. 

Mr. WALLace. Who was the main owner of that? 

Mr. Marcus. Well, there was actually—there was Mr. Schaflein, Mr. Wight- 
man, Mr. Engeman, and myself. 

Mr. Hate. Could you give us the first names, the full names, of those people. 

Mr. Marcus. Sure. William Wightman, Mr. Engeman, I never did know 
exactly how he spelled his name. Do you? 

Mr. HALE. His first name? 

Mr. Marcus. Alfred; and Mr. Schaflein. 

Mr. Hate. And his first name? 

Mr. Marcus. Chariie. 

Mr. Hate. Charlie? That is three people plus you? 

Mr. Marcus. Plus me. My fifth was owned by myself and my associates, 
Reiningas. 

Mr. Hate. When was this? 

Mr. Marcus. Oh, this is going back about, maybe 15 years or more. 

Mr. Hate. Fifteen? 

Mr. Marcus. Yes. 

Mr. Hate. And how long did you have any interest? 

Mr. Marcus. Oh, until about 44% years ago. 

Mr. Hare, From 1940 to about 1950? 

Mr. Marcus. About that, sir. 

Mr. Watiace. It is my recollection that you said Mr. Wightman was the one 
who recommended Mr. Hintz to you. 

Mr. Marcus. Mr. Wightman, yes; he is the one that introduced me to Mr. 
Hintz; yes, sir. He used to be across the street from that bowling alley at the 
South Shore National Bank. He was president there. 

Mr. Wattace. I think I am satisfied, Mr. Chairman. 

I may say for the record that I have contacted the United States marshal’s 
office, and they will have a United States marshal here, and he will accompany 
me with these exhibits, the $4,600 in $100 bills, and the letter and the state- 
ment about not being solicited, and I will deposit this money in the Palmer 
House safe, and that is where it will be. 

Senator Dove.as. I approve of that, but I think that Mr. Marcus—— 

Mr. Marcus. Well, just a minute. 

Senator DoucLtas. Wait just a minute, I approve of that but I think that 
Mr. Marcus and his counsel should, of course, be furnished a recipt with the 
numbers of these bills. 

Mr. Wattace. I wonder, do you think perhaps maybe the money should be 
sent to Washington or the exhibits sent to Washington and held there? I don’t 
know how you transport it, is the only thing. It seems the simplest thing, 
we have our committee offices in the Palmer House, so that it would be in effect 
the committee’s safe, to hold it in the Palmer House safe, beeause that is where 
our offices are. 

Mr. WeLsu. What do you plan to do with this money? 

Mr. WaLLace. Well, it is up to the chairman of the committee, but we want 
to hold it for an exhibit for him and it will be up to the chairman of the com- 
mittee as to its disposition. If something comes up that you need it immedi- 
ately, why, let me know and I will contact the chairman, and we will see what 
can be worked out on it. 

Mr. Hate. As Senator Douglas said, we will, of course, give you a full and 
proper receipt for it so that you would have evidence as to where it was. 

Mr. Marcus. If you find out you need it why not ask for it and I will give 
it back? It doesn’t belong to you, and I don’t know why this money should be 
taken. 

Mr. Wattace. It is not being taken. 

Senator Dovetas. We are putting it merely in escrow. 

Mr. Watiace. This is an exhibit for the committee ; that is why we sub- 
penaed it. 





1056 ILLINOIS BANKING SITUATION 


Mr. WeusH. .For how long? _I take the position that this is Mr. Marcus’ money. 

Mr. Wa.Liace. Well, Mr. Marcus isn’t sure that it is. ’ 

Mr. Hate. As*far as the committee’is concerned, we have got it from you as 
Mr. Marcus’ attorney; and as far the committee is concerned, we take the posi- 
tion it was his. 

Mr. Wetsn. I ‘frankly don’t understand why you want the currency. Now, 
just explain it to me. 

Senator DoucLas. We wish it as exhibits. 

Mr. Wetsu. We can furnish you with any evidence. You‘have got the record 
that the currency is here. 

Mr. WaLbace. We would like to have it as an exhibit. 

Senator Doueias. The chairman will rule that it‘is-a*proper request, but that 
a receipt should‘be given; and if’Mr. Marcus is'in need during’ the’ intervening 
period—— 

Mr. Wetsu. It isn’t a question of need. 

Mr. Marcus. It isn’t a question of need or receipt—I don’t care about that— 
but the question is, If that is my money, why should'it:be taken, if'that is my 
money? The man says it is and returned it tome. Why should'that»money be 
taken from me? 

Mr. Watiace. We have no question about it being your letter, but we sub- 
penaed your letter. 

Mr. Marcus. Suppose I deposited the money in my account, and then what? 
I could have. In fact, that is what Mr. Welsh told me to do. He ‘told me a 
second time. 

Mr. Wa LtLAce. Let me say for the record that if this causes you hardship we 
can arrange to give you money to replace 

Mr. WeLsH. It isn’t a question 

Mr. Marcus. No. No. 

Senator Doveras. Just a minute, please. The chairman will rule that Mr. 
Wallace should be permitted to make his statement. 

Mr. Wat.ace. Tf there ‘is hardship ‘involved \in taking ‘this money :from you 
for committee purposes for a time, and it will ultimately be returned, then we 
ean make arrangements to give you the money in return for this; but in my 
opinion we need this for an exhibit for the committee. 

Senator Dove.as. The Chair will rule tentatively that this is.a:proper request 
and that a receipt be given. dt is possible that later:we might get: photostats of 
the |bills, which could be produced as ‘legal evidence; but the ‘Chair will rule 
that:it is a proper request and a receipt will be given to Mr. 

Mr. WeusH. AsiI understand it, the funds will ultimately be returned; is that 
correet ? 

Mr. WALLACE. Oh, yes, yes; absolutely. 

Senator. Devenas. .Of course. 

Mr. WaALLAcE. Absolutely, as quickly as possible. 

Mr. Marcus. Well,'that is'O.:K. 

Senator Dovue.Las. Do you have anyfurther statement, Mr. Welsh? 

Mr. WetsnH. No. 

Senator Devua.as. ,\Do you have a further statement, ‘Mr. Marcus? 

Mr. Mazous. No, sir. 

Mr. Wan.ace. I think that we shonld make a receipt and read ithe receipt into 
the reeord. 

Senator Doveras. Yes. 

Mr. Marcus. I don’t care if you send over a receipt later to Mr. Welsh. I 
don’t care, Mr. Welsh. 

You don't'have to make it up now. 

Mr. Wseisu. While we are here they might just:as well. 

Mr. Watiacr. Today is September 4. Shall I make it “Received from Leon 
Marcus $4,600:in currency consisting of forty-six $100 bills in connection with the 
committee’s investigation of the Illinois banking situation.” 

This is on the letterhead of the Dmited States Senate Committee on Banking 
and Currency, Chicago, Eil., September 4, 1956, and it weads: 

“Received from Leon Marcus $4,600 consisting of forty-six $100 bills in connec- 
tion with the committee’s investigation of ‘the Illinois banking situation.” 

It is signed by Paul H. Douglas, member, Senate Committee on Banking and 
Currency. 

Senator Dovcias. Now, for the record, may I state that I am asking a repre- 
sentative of the United States marshal’s office to accompany either Mr. Wallace 
or Mr. Hale to the Palmer House personally, to watch the money put in:the safe. 

Mr. WELSH. That is quite all right. 
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Mr. WaLLace. Shall we get him in and identify him? . , 

Mr. Hae. That is all right, that is our responsibility. You don’t have to 
worry now as long asyou have got the receipt. ; : 

Senator Dovetas. And that will be subject to orders from either the chairman 
or whoever is in charge of the general investigation. , 

Mr. Hate. I think we should add that if they have any occasion to need it, 
that they should let us know at Washington. : 

Mr. WALLAce. May I qualify the last statement to say that this will be handled 
accordance with the committee's rules on investigation. 

Senator Dovetas. Thatis right. 

Mr. WeLsH. And eventually to be returned. 

Mr. WatLace. And eventually to be returned. 

Senator Doveras. All right. 

Mr. WaLLAce. Let me say for the record that I contacted the marshal’s office 
and talked with a Mr. Sullivan, Edward Sullivan, and asked to have a deputy 
marshal accompany Mr. Hale and myself to the Palmer House for the purpose 
of placing the envelope with the $4,600 in the safe at the Palmer House. 

What is your name, sir? 

Mr. Cautey. My name is Robert BE. Cauley, United States marshal’s office. 
Iam a deputy United States marshal. 

Senator Douvetas. Mr. Cauley, I charge you to accompany either Mr. Wallace 
or Mr. Hale or both of them to the Palmer House to see this envelope with forty- 
six $100 bills and two other documents deposited in the safe; that you will then 
sign the statement that you have seen the money deposited and give it to Mr. 
Hale or Mr. Wallace. 

Mr. CauLey. All right, sir. 

Senator Doveias. Also, I urge you to furnish them with adequate protection 
so that they are not held up. 

Mr. Cautry. Yes, sir. 

Senator Dovetas. And I: want. to tell the stenographer that it is understood 
that these documents are privileged, that no transcript of these hearings will be 
given to other than duly authorized representatives of this committee; and that 
a violation of this rule is a criminal offense. 

That is all, gentlemen. 

(Whereupon, the meeting was adjourned.) 


(The following were received by the committee from William T: 
Kirby, attorney for Mr. Marcus :) 


in 


CrIcaeo, October 7, 1956. 
Senator J. W. PuLsrrent, 
Chairman, Committee on Banking and Currency, 
Senate of the United States, Chicago, Il. 


Drar SENATOR FULBRIGHT: Under your hand, the Committee on Banking and 
Currency issued October 1, 1956, a subpena directed to Leon Marcus, returnable 
at the above address October 11, 1956.. Previously, a similar subpena was issued 
by your committee dated August 31, 1956, returnable September 4, 1956, and 
fully complied with by Leon Marcus, on September 4, 1956. Earlier, your staff 
investizator took a statement from Leon Marcus. 

On October 5, 1956, an indictment was returned in the: United States District 
Court for the Northern District of Illinois, Eastern Division, entitled, “United 
States of America v. Leon Marcus, Hyman L. Marcus, and Martin J: Rosene,” 
Stated in the caption to be for violation of Federal Code sections 656, 2 (a), 371 
and 1005. That indictment is now pending for hearing and determination by 
the judicial branch of the Government, with handling of the Government’s case 
entrusted to the executive branch of the Government. 

A copy of that indictment is attached to illustrate that the Government has 
brought into a judicial inquiry many transactions covering the entire period from 
January 1, 1958, to October 5, 1956, at the Southmoor Bank® Trust Co. at Chicago. 
The trial of the case will take place at Chicago before jurors almost entirely 
from the Chicago metropolitan area. 

As chairman of the committee, you held hearings in Washington on September 
25, 1956, and became familiar with: the-basic issues of alleged diversion of ‘com- 
inissions which are now.to be tried out upon the indictment. (See especially 
transcript pp: 262, 345, 379 to 388, and 402.) As you ‘observed after hearing 
the evidence (transeript 381), these transactions were all openly upon the books 
for all to see. The transactions questioned by the indictment had nothing to do 
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with the State of Illinois transactions of Orville Hodge. The money involveg 
was not money of the State of Illinois. It is exceedingly damaging to confuse 
the two unrelated matters, yet that will be the inevitable effect of your proposeg 
hearings of both matters at this time. 

As counsel for Leon Marcus, Hyman L. Marcus, and Martin J. Rosene in pending 
ease 56CR581, and for Leon Marcus in the matter of the subpena dated October 1, 
1956, from the committee, I ask you to consider as chairman, and report to each 
menber of the committee for their consideration all of the following: 


1. This legislative hearing may not go into any of the matters pending before 
the judicial branch on the Marcus indictment 

Chief Justice Warren in Qvinn v. United States said at page 161 of 349 United 
States: 

“But the power to investigate, broad as it may be, is also subject to recognized 
limitations * * * Similarly, the power to investigate must not be confused with 
any of the powers of law enforcement; those powers are assigned under our 
Constitution to the executive and the judiciary.” 

Cited as authority by the Court is a case particularly of interest to this 
Banking and Currency Committee, Kilbourn v. Thompson (103 U. S. 168), 
which arose out of a banking scandal 80 years ago. A Federal official made 
deposits with the private bank of Jay Cooke & Co., which failed, provoking 
a scandal that the United States was being cheated out of its rights as a 
depositor. A House committee was formed to investigate, and Kilbourn was 
imprisoned for contempt of Congress when he challenged the power to compel 
his testimony. At the time when Congress initiated its investigation, the 
affairs of Jay Cooke & Co. were being judicially adjudicated in a proceeding 
pending in Federal district court. The Supreme Court held Congress could 
not invade the field already occupied by the judicial branch, saying at page 
190 of 103 United States: 

“It is believed to be one of the chief merits of the American system of written 
constitutional law, that all the powers intrusted to government, whether 
State or National, are divided into the three grand departments: the executive, 
the legislative, and the judicial. That the functions appropriate to each of 
these branches of government shall be vested in a separate body of public 
servants, and that the perfection of the system requires that the lines which 
separate and divide these departments shall be broadly and clearly defined. It 
is also essential to the successful working of this system that the persons 
intrusted with power in any one of these branches shall not be permitted to 
encroach upon the powers confided to the others, but that each shall by the 
law of its creation be limited to the exercise of the powers appropriate to its 
own department and no other.” 

The Court then pointed to-the pending district court proceeding and asked: 

“The matter was still pending in a court, and what right had the Congress 
of the United States to interfere with a suit pending in a court of competent 
jurisdiction?’ 

The Court noted that in England, Parliament had judicial powers (for the 
House of Lords sat in some instances as an appeals court), but said no such 
judicial powers existed in Congress and held this investigation was “in excess 
of the power conferred on that body [Congress] by the Constitution.” 

It can readily be demonstrated that the proposed hearings will be con- 
cerned with the transactions wholly or partly involved in the indictment trans- 
actions. You, as committee chairman, issued a summary entitled, “Problems 
Arising in the Illinois Banking Situation.” You listed six subjects of inquiry. 
Four of those subjects would bring you into the very transactions upon which 


my clients are to be tried in United States v. Marcus. They are your subjects 
numbered and captioned as follows: 


1. FDIC examinations. 

2. FDIC actions after examination. 

4. Relation of FDIC legislation and administrative procedures to State 
banking laws and procedures. 

6. Public deposits and political contributions. 

I am hastening this letter to you at the earliest possible moment for I am 
hopeful that the committee would not want to embark upon an examination 
which exceeds its constitutional powers. The examination into transactions 
whieh are, or may be, involved in United States v. Marcus would be improper 
whether accomplished by questions of Leon Marcus or of any other witnesses, or by 
the use or release of statements or testimony hereto*ore not made public. 
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° The subpena to Leon Marcus should be withdrawn 


Since Leon Mareus is now de jure, the subject of a criminal proceeding 
brought by the Government, the Government may not require him to be a wit- 
ness in any proceeding which in any way impinges upon the subjects of the 
indictment. In U. 8. v. Powell (226 Fed. 2d 269), the court said at page 274: 

“The mandate of the Constitution is that no person can be compelled “to be 
a witness against himself.” The language is “to be a witness.” The courts 
have expanded the simple constitutional provision so as to protect persons who 
are properly witnesses; they cannot be compelled to give incriminating evi- 
dence. But that is a derivative doctrine. The constitutional clause applies 
directly and with simplicity to the person who is accused; he cannot be com- 
nelled “to be a witness.” 

Judge Medina of the second circuit said in U. 8. v. Scully (225 2d 113 at 

16): 

“Inde one would suppose that, as a matter of ethics or fair play or policy, 
a prosecutor would in all cases refrain from calling as a witness before a grand 
jury any person who is de jure or de facto an accused.” 

~ It would be flagrantly improper and prejudicial to Leon Marcus if the Govern- 
ment were to call him as a witness upon trial of the indictment when the jurors 
are in the box; it is just as improper for the Government (in the person of 
your committee) to be the same thing before all prospective jurors. The sub- 


pena should be withdrawn and I ask you to do so by letter to Leon Marcus in 
care of my office. 


3. The entire hearings at this time will prejudice the trial of U. 8. v. Marcus 
et al., by confusing that case with the Hodge scandal 


Leon Marcus, Hyman Marcus, and Martin Rosene are entitled to be tried by 
an unprejudiced jury, freed of misunderstandings that the case (56 CR 581) 
is a part of the Hodge scandal. The committee proposes to hold hearings on 
the Marcus case and the Hodge case at one time. Even the most careful efforts 
to separate the two matters will fail. The idea that the public will keep the 
two separate any practicing lawyer knows to be unmitigated sham. The very 
hearings themselves will thus irreparably prejudice the constitutional right of 
the defendants to a fair trial, if they proceed in advance of the criminal trial. 

The jurors will be from the body of those who follow the hearings and this is 
especially true since i tis proposed to invoke television to gain the widest 
possible spread of the hearing’s influence. Whether that influence will be good 
or harmful is beside the point that the defendants are entitled to a trial freed 
of any influence. 

The proposed hearings will exhibit witnesses whose testimony we cannot test 
by cross-examination or rebut in any effect way. The committee members 
will understandably express opinions or make comments which will be given 
great weight but which a judge would not feel free to volunteer. The staff will 
put in the record material hearsay by normal rules of evidence. All those con- 
veniences to a legislative hearing amount to prejudice to any trial of the Marcus 
indictment. 

There are questions beyond the three basic ones outlined above which the few 
hours between the indictment on Friday and this letter on Sunday have pre- 
vented being thoroughly analyzed. These basic objections were communicated 
ly telephone to Mr. Robert Wallace of the committee staff on Sunday afternoon 
and this letter will be delivered to you as soon as you arrive on Monday for 
the hearings. If there is any informality or insufficiency in my form of raising 
these objections for my clients, please afford me an opportunity to be more fully 
heard. 

The United States attorney represents the executive branch in U. S. v. Marcus. 
I am delivering a copy of this letter to his office. 

Most respectfully, 


Wit1ram T. Kresy. 
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IN THE UNITED STATES DISTRICT COURT FOR THE NORTHERy 
DISTRICT OF ILLINOIS, EASTERN DIVISION 


Unirep STates or AMERICA v. LEON. MARcUS, Hyman L. MARCUS, anp 
Martin J. ROSENE 


No. 56 CR581. (18 U. 8. C. Sections 656, 2 (a), 371; and 1005) 
FIRST COUNT 


The September 1956 grand jury charges: 

That on or about March 15, 1954, in the Northern District of Iinois, Easterp 
Division, defendants Leon Marcus, being a director, and Martin J. Rosene, being 
an officer, of an insured bank, that is to say, a bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor 
Bank & Trust Company, Chicago, Illinois, with intent to injure and defraud 
said bank, did willfully and unlawfully abstract and misapply moneys, funds, and 
credits of said bank and intrusted to the custody and care of said bank and to 
the custody and care of the said defendants in their capacity as director and 
officer, respectively, of said bank, in the amount of $1,000.00, in that they did 
draw and cause to be drawn and cashed check No. 1814 in the amount of $1,000.00, 
dated March 15, 1954, payable to Patrick Ward, drawn on an account designated 
Southmoor Securities Company Special Aecount No, 2: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


SECOND COUNT 


The September 1956 grand jury further charges: 

That on or about April 8, 1954, in the Northern District of Illinois, Eastern 
Division, defendants Leon Marcus, being a director, and Martin J. Rosene, 
being an officer, of an insured bank, that is to say, a bank the deposits 
of which were insured by the Federal Deposit Insurance Corporation, 
to wit, Southmoor Bank & Trust Company, Chicago, Illinois, with intent to injure 
and defraud said bank, did willfully and unlawfully abstract and misapply 
moneys, funds, and credits of said bank and intrusted to the custody and care 


of said bank and to the custody and eare of the said defendants in their capacity 
as director and officer, respectively, of said bank, in the amount of $500.00, in 
that they did draw and cause to be drawn and cashed check No. 1825 in the 
amount of $500.00, dated April 8, 1954, payable to cash, drawn on an account 
designated Southmoor Securities Company Special Aecount No. 2: 

In violation of Sections 656 and 2 (a), Title 18, United States Code, 


THIRD COUNT 


The September 1956 grand jury further charges: 

That on or about March 28, 1956, in the Northern District of Illinois, astern 
Division, defendants Leon Marcus, being a director, Martin J. Rosene, being an 
officer, and Hyman L. Marcus, being a director and officer, of an insured bank, 
that is to say, a bank the deposits of which were insured by the Federal Deposit 
Insurance Corporation, to wit, Southmoor Bank &. Trust Company, Chicago, 
Illinois, with intent to injure and defraud said bank, did willfully and unlawfully 
abstract and misapply moneys, funds, and credits of said bank and intrusted to 
the custody and care of said bank and to the custody and care of the said de- 
fendants in their capacity as directors and officers, as aforesaid, of said bank, 
in the amount of $1,000.00, in that they did draw and cause to be drawn and 
cashed a check in the amount of $1,000.00, dated March 28, 1956, payable to cash, 
drawn on account designated H. Ly Marcus Special Account: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


FOURTH COUNT 


The September 1956 grand jury further charges : 

That on or about December 15, 19538, in the Northern District of Illinois, Eastern 
Division, defendants Leon Marcus, being a director, and Martin J. Rosene, being 
an officer, of an insured bank, that is to say, a bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & 
Trust Company, Chicago, Illinois, with intent to injure and defraud said bank, 
did willfully and unlawfully abstract and misapply moneys, funds and credits of 
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said bank and. intrusted to, the custody and care of said bank and to the custody 
and care of the said defendants in their capacity as director and officer, respec- 
tively, of said bank, in the amount of $1,000.00, in that they did draw and cause 
» be drawn and cashed check No. 205 in the amount of $1,000.00, dated December 
15, 1953, payable to cash, drawn on the account designated Southmoor Securities 
Company Exchange Avenue Special Account : 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


FIFTH, COUNT 


The September 1956 grand jury further charges : 

That on or about December 9, 1953, in the Northern District of Illinois, Eastern 
Division, defendants Leon Marcus, being a director, and Martin J. Rosene, being 
an officer, of an insured bank, that is to say, a bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & 
Trust Company, Chicago, Illinois, with intent to injure and defraud said bank, 
did willfully and unlawfully abstract and misapply moneys, funds and credits of 
suid bank and intrusted to the custody and care of said bank and to the custody 
and care of the said defendants in their capacity as director and officer, respec- 
tively, of said bank, in the amount of $2,725.00, in that they did draw and cause 
to be drawn and cashed check No. 204 in the amount of $2,725.00, dated December 
9, 1953, payable to the order of Kelleher Engineering Company, drawn on an 
account designated Southmoor - Securities Company Exehange Avenue. Special 
Account: 

In violation of Seetions 656 and,.2 (a), Title 18, United States Code. 


SIXTH COUNT 


The September 1956 grand jury further charges : 

That on or about August 4, 1955, in the Northern District of Illinois, Eastern 
Division, defendants Leon Marcus, being a director, and Martin J. Rosene, being 
an officer, of an insured bank, that is to say, a, bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & 
Trust Company, Chicago, Illinois, with intent te injure and defraud said bank, 
did willfully and unlawfully abstract and misapply moneys, funds and credits of 
said bank and intrusted to the custody and care.of said bank and to the custody 
and care of the said defendants in their capacity as director and officer, respec- 
tively, of said bank, in the amount, of $2,000.00; in that they did draw and cause 
to be drawn.and cashed a cashier’s check Ne. 211014 in the amount of $2,000.00, 
dated August 4, 1955, payable to the Southmoor Securities Company, charged 
against a Southmoor Bank & Trust Company account designated Attorney Fees: 

In violation of Sections 656.and 2 (a), Title 18, United States Code. 


SEVENTH COUNT 


The September 1956 grand jury further charges : 

That on or about October 14, 1954, in the Northern District of Illinois, Eastern 
Division, defendants Leon.Marcus, being a director, and Martin. J.. Rosene, being 
an officer, of an insured bank, that is to say, the Southmoor Bank & Trust Com- 
pany, Chicago, Iinois, the deposits of which were insured by the Federal Deposit 
Insurance Corporation, did, willfully, knowingly, and with intent to injure-and 
defraud said bank make and cause to be made a false entry in the books of said 
bank, to wit, the entry reflecting income to the said bank from a loan commission 
paid by Clarendon Construction Co. on a loan designated Lot 184, in the amount 
of $460.00, when in truth and in fact the loan commission actually paid to said 
bank was $550.00; as the said defendants then and there well knew: 

In violation of Section 1005, Title 18, United States Code. 


EIGHTH COUNT 


The September 1956 grand jury further charges : 

That on or about October 14, 1954, in the Northern District of Illinois, Eastern 
Division, defendants Leon Marcus, being a director, and Martin J. Rosene, being 
an officer, of an insured bank, that is to say, the Southmoor Bank & Trust. Com- 
pany, Chicago, Illinois, the deposits of which were insured by the,Federal Deposit 
Insurance ‘Corporation, did. willfully, knowingly, and with.intent to. injure and 
defraud said bank make and cause to be made.a false.entry in the books of said 
bank, to wit, the entry reflecting income to the said bank from,a loan commission 
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paid by Clarendon Construction Co. on a loan designated Lot 182, in the amount 
of $460.00, when in truth and in fact the loan commission actually paid to said 
bank was $550.00, as the said defendants then and there well knew: 

In violation of Section 1005, Title 18, United States Code. 


NINTH COUNT 


The September 1956 grand jury further charges : 

That on or about October 5, 1954, in the Northern District of Illinois, Eastern 
Division, defendants Leon Marcus, being a director, and Martin J. Rosene, being 
an officer, of an insured bank, that is to say, the Southmoor Bank & Trust Com- 
pany, Chicago, Illinois, the deposits of which were insured by the Federal Deposit 
Insurance Corporation, did willfully, knowingly, and with intent to injure and 
defraud said bank make and cause to be made a false entry in the books of said 
bank, to wit, the entry reflecting income to the said bank from a loan commission 
paid by Clarendon Construction Co. on a loan designated Lot 186, in the amount 
of $460.00, when in truth and in fact the loan commission actually paid to said 
bank was $550.00, as the said defendants then and there well knew: 

in violation of Section 1005, Title 18, United States Code. 


TENTH COUNT 


The September 1956 grand jury further charges: 

That on or about October 5, 1954, in the Northern District of Dlinois, Eastern 
Division, defendants Leon Marcus, being a director, and Martin J. Rosene, being 
an officer, of an insured bank, that is to say, the Southmoor Bank & Trust Com- 
pany, Chicago, Illinois, the deposits of which were insured by the Federal Deposit 
Insurance Corporation, did willfully, knowingly, and with intent to injure and 
defraud said bank make and cause to be made a false entry in the books of said 
bank, to wit, the entry reflecting income to the said bank from a loan commission 
paid by Clarendon Construction Co. on a loan designated Lot 187, in the amount 
of $460.00, when in truth and in fact the loan commission actually paid to said 
bank was $550.00, as the said defendants then and there well knew: 

In violation of Section 1005, Title 18, United States Code. 


ELEVENTH COUNT 


The September 1956 grand jury further charges: 

That from on or about January 1, 1953, and continuously thereafter to the date 
of the return of this indictment, in the Northern District of Illinois, Eastern Divi- 
sion, defendants Leon Marcus, Hyman L. Marcus, and Martin J. Rosene, in their 
capacity as director, president, arid vice president, respectively, of the Southmoor 
Bank & Trust Company, Chicago, Illinois, the deposits of said bank being then 
insured by the Federal Deposit Insurance Corporation, did willfully, unlawfully, 
and knowingly conspire, combine, confederate, and agree together and with each 
other to commit certain offenses against the United States, that is to say, the mis- 
application and abstraction of moneys, funds, and credits of the Southmoor Bank 
& Trust Company, Chicago, Ilinois, in the amount of $155,554.35, in violation of 
Section 656, Title 18, United States Code, and the making of false entries in the 
books of said bank in violation of Section 1005, Title 18, United States Code, and 


in pursuance of said unlawful conspiracy, and to effect the object of the same, did 
and performed the following overt acts: 


OVERT ACTS 


1. That on the dates and at the places mentioned in counts 1 to 10, inclusive, 
of this indictment, the defendants, Leon Marcus, Hyman L. Marcus, and Martin J. 
Rosene, performed the acts alleged in said counts. 

2. That on or about November 1, 1955, at Chicago, Illinois, in the district and 
division aforesaid, defendant Hyman L. Marcus caused to be withdrawn from the 
H. L. Marcus Special Account the sum of $2,000.00. 

8. That on or about March 28, 1956, at Chicago, Mlinois, in the district and divi- 
sion aforesaid, defendant Hyman L. Marcus wrote and cashed a check in the 
amount of $1,000.00 on the H. L. Marcus Special Commercial Account. 

4. That on or about March 20, 1956, at Chicago, Minois, in the district and divi- 
sion aforesaid, defendant Leon Marcus transferred and caused to be transferred 


$3,000.00 from Attorney Fees—Sundry Account Payable to the Leon Marcus 
Special Commercial Account. 
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5. That on or about January 5, 1955, at Chicago, Illinois, in the district and divi- 
sion aforesaid, defendant Leon Marcus purchased with funds drawn from an 
account designated as Attorney Fees—Sundry Account Payable, a cashier’s check 
in the amount of $4,000.00 payable to Southmoor Securities, Inc. 

6. That on or about November 1, 1955, at Chicago, Illinois, in the district and 
division aforesaid, defendant Leon Marcus caused the sum of $8,000.00 to be with- 
drawn from an account designated as Sundries Payable—Attorney Fees. 

7. That on or about February 15, 1954, at Chicago, Illinois, in the district and 
division aforesaid, defendant Martin J. Rosene executed and caused to be 
processed and recorded in the Southmoor Bank & Trust Company, Chicago, Ili- 
nois, a debit slip dated February 15, 1954, charging Sundries Payable—Lutgert 

ccounts, $26,150.00. 
. 8 That on or about February 15, 1954, at Chicago, Illinois, in the district and 
division aforesaid, defendant Martin J. Rosene executed and caused to be 
processed and recorded in the Southmoor Bank & Trust Company, Chicago, Illi- 
nois, a deposit slip dated February 15, 1954, to the Southmoor Foundation in the 
amount of $9,900.00. 

9. That on or about February 15, 1954, at Chicago, Illinois, in the district and 
division aforesaid, defendant Martin J. Rosene executed and caused to be 
processed and recorded in the Southmoor Bank & Trust Company, Chicago, Illi- 
nois, a deposit slip dated February 15, 1954, to Southmoor Securities Special 
Account No. 2 in the amount of $10,300.00. 

10. That on or about February 15, 1954, at Chicago, Illinois, in the district 
and division aforesaid, defendant Martin J. Rosene executed and caused to be 
processed and recorded in the Southmoor Bank & Trust Company, Chicago, 
Illinois, a deposit slip dated February 15, 1954, to H. L. Marcus Special Account 
in the amount of $5,950.00 : 

In violation of Section 371, Title 18, United States Code. 

A true bill. 


Foreman. 


United States Attorney. 


Cuicaco, October 10, 1956. 
Senator Jonn SPARKMAN, 


Presiding, Committee on Banking and Currency of the Senate of the United 
States, Chicago, Il. 

DEAR SENATOR SPARKMAN: On October 7, 1956, I called to the attention of 
Senator Fulbright the indictment pending as 56 CR 581 entitled United States v. 
Leon Marcus, Hyman L. Marcus, and Martin J. Rosene. I also made three spe- 
cific points with respect to the conflict between the hearings of your committee 
and the rights of the defendants in that indictment. The subject matter of the 
letter was discussed fully in a conference with Senator Fulbright and his staff 
yesterday afternoon. 

This morning when Mr. Sorensen began to testify I had a note sent to Mr. 
Wallace, so that he might be reminded that the position we had taken would be 
particularly applicable to the witness Sorensen. 

The witness Sorensen is to come back at 3 o’clock this afternoon and all of the 
matters that we set out in the letter are again called to your attention. 

Most respectfully, 


Wri11aM T. Kreey. 


Cuicaco, October 17, 1956. 
Senator J. W. Futrrient, 


Chairman, Committee on Banking and Currency, 


of the Senate of the United States, 
Chicago, Til. 


_ Dear Senator Futsrieut: Further with respect to the matters touched upon 
in my letters, of October 7, 1956, and October 10, 1956, I wish to further call 
= vl attention the following specific matter that relates to your present 
earings, 

The indictment against Leon Marcus, Hyman L. Marcus, and Martin J. Rosene 
basically charges that money in certain accounts at the Southmoor Bank, such 
as the Southmoor Securities Account A, was money which belonged to the bank 
but had been misapplied by the defendants from the bank. At the examination 
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of Mr. Mareus conducted by Senator Douglas many questions were asked. with 
respect to certain money which Mr. Fleck received from Mr. Hintz, and money 
which Mr. Fleck turned over to Mr. Marcus, and which money (in specie) was 
subpenaed by your committee. It is my understanding, from press reports 
that your committee intends to question Mr. Fleck about this money, and I haye 
been told by some of the committee staff that the secret testimony of Mr. Marcus 
might be read publicly into the record with respect to this money. 

The very first point I made in my letter of October 7, 1956, was that this legis. 
lative hearing may not go into any.of the matters pending before the judicial 
branch on the Marcus indietment. The money,in the Southmoor Securities 
Account A and the other questioned accounts, will be the subject matter of a 
judicial inquiry, and thus I take the position that it should not be gone into at 
this legislative. inquiry. 

If on the trial of the indictment the Government attempted to go into what 
happend to the money in the. accounts and tried.to show that that money was 
in any way connected with political contributions, with Mr. Hintz, so grievously 
involved in the Hodge scandal, or with Mr. Fleck, so prominently written up 
in the papers, it would be held by, the court te be. prejudicial error against the 
rights of the defendants for a fair trial. If. the Government did. the same 
thing in a legislative hearing, it would be. equally. prejudicial. The matter 
would surely be given tremendous publicity, would have a very prejudicial effect, 
and would make a fair trial impossible. 

From the. point of view of a defendant .on-a criminal trial, the Government js 
indivisible ; and the Government by its legislative committee should not do what 
the Government prosecutors would not be permitted to do on the trial. 

I made the points of. viewplain toe yeur staff members at an informal con- 
ference this morning, and wish to make this written objection before the harm 
is done. A legislative hearing on the handling of,these funds by Mr. Marcus, 
whether brought out by the use of Mr. Marcus’ heretofore secret testimony or by 
the use of Mr. Fleck as a witness, would be an act of the Government seriously 
prejudicial to the rights of the persons whom I represent. 

Most respectfully, 
WitiiaM. T. Kirey. 


Mr. Watiacr. For the record; yesterday Governor Stratton testi- 
fied that Orville Hodge had talked with the State’s attorney of Cook 
County. I have been advised by Judge Gutknecht’s office that this 
is not correct—that he and his office had no opportunity) to talk 
with Hodge. 

The Cuamman. The next witness is Mr: J? W. F. Smith. 

Mr. Smith, will you be sworn ? 

Whereupon John W. F. Smith was.duly. sworn as a-witness by 
the chairman, and was examined and testifiedas follows: 


TESTIMONY OF JOHN W. F. SMITH, ACCOMPANIED BY MAURICE J. 
WALSH, HIS ATTORNEY—Resumed 


The Cuarreman. I understand Mr. Walsh would like to make a 
statement. Mr. Walsh, for the record, give your name. 

Mr. Watsu. My name is Maurice- J. Walsh. I am an attorney 
licensed to practice in Illinois, and I represent Mr. Smith. We ap- 
peared here upon Tuesday, and Mr. Smith gave testimony at that 
time when Senator Sparkman was presiding. 

Subsequent to that time we’ve been notified that ‘you desired us to 
reappear. 

You may recall that about a week and a half ago or a week 
I appeared before you and suggested that Mr. Smith had. testified 
before the Federal grand jury in this matter and that his testimony 
was still apparently subject to the consideration of that grand jury. 
It has not made any affirmative or taken any affirmative or other 
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action, and I cited the case of VU. S. v..Delaney in ‘that connection 
which had already been cited to you I believe by Mr. Marcus’ counsel. 

In any event, we gave consideration to the possible effect of public 
testimony upon the grand jury’s consideration of Mr. Smith and 
decided that in any event we would proceed and testify without any 
further ado. 

On this recall, however, we would like to again call it to your 
attention and to indicate to you-that there has'been published sev- 
eral items which we consider of substantial damage in the Chicago 
Tribune in: eonneetion with our last appearance, statements indicat- 
ing discrepancy im testimony. 

Now, Mr. Smith originally furnished the books and_records of this 
charitable corperation, Herbert C. Pasehen Welfare Fund—Km- 
ployees Welfare Fund to Robert Tieken, United States .attorney. 
Rather, he delivered'them'to:that physical custody, but:he was doing 
that in response to'a subpena’to'the'Federal-grand jury. And he has 
never had aceess,or custody of these books and records since. 

Photostats of those books and records were furnished to Mr./Paschen 
with Mr. Smith’s cooperation for the purpose of an audit which he 
mentioned in his testimony here. The Cook County grand jury and 
the State’s attorney for Cook County, Judge Gutknecht, asked us to 
cooperate in their securing access to the books and records. We did. 
We appeared before Judge Barnes, the senior judge of this Federal 
district court, and gave our consent to the transfer of the books from 
the Federal grand jury to the Cook County grand jury. But appar- 
ently it was felt that that couldn’t be done so Mr. Smith spent 2 days 
over there going into the grand-jury room and coming out while the 
marshal went in with a book, and then he went back in and testified. 

That transaction was highly publicized and is pretty well known to 
people in this county. 

The thing I want to make clear, Senator, is this: That Mr. Smith 
has cooperated and has testified on every occasion that he’s been 
requested to and that has been going on since the 1st of August, and 
at least twice before three different agencies, the Cook County author- 
ities, the Federal prosecutive authorities, the Department of Justice, 
and he has appeared before your committee staff members and testi- 
fied there and has appeared before this committee on Tuesday. 

Now, with that in mind, I would appreciate a brief statement of 
the purpose of our recall. 

The Cuarrman, I will say, Mr. Walsh, I wasn’t here, as you know, 
on Tuesday, and the staff followed that. 

Mr. Watsu. Yes, sir. 

The Cuarrman. I will ask Mr. Wallace to comment on it because I 
really am not familiar with the basic testimony as Mr. Wallace is. 

Mr. Wattace. Mr. Walsh, this I’m afraid is perhaps my oversight 
that you’ve been called back, and I think we should express our appre- 
ciation for your return. 

At the time I questioned you, I had not realized that there was 
available a copy of the list of the disbursements of the welfare fund. 
[ thought that was under subpena to the Federal grand jury. But as 
! understand, Judge Gutknecht has made that available to other per- 
sons and would have made it available to me had I asked for it 
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although I didn’t realize it was available, so I didn’t ask for it. But 
I now have a copy of it and I would like to question Mr. Smith with 
respect to certain of these expenditures. The list of disbursements 
should go in the record. 

(The photostats referred to follow :) 


198 
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Mr. Watsu. Well, may I make this suggestion with regard to 
these photostats: We don’t have one. The originals are in the hands 
of the United States Federal grand jury. We assume the photostat 
is a correct one that you'll use, but, of course, I would assume that on 
your part that’s an assumption. It’s been given to you as a copy, 
and we assume that it’s a correct copy and hope that the testimony 
will be taken in that light and also in this light: That Mr. Smith is 
testifying regarding figures that were recorded prior to July 1 and 
figures which were written down originally for the same reason that all 
figures are written down: People just can’t remember them. And he 
intends to do his best from our consultation, but we might have some 
difficulty regarding specific items. 

Mr. Watxace. Well, I may say 

Mr. Watsn. I would prefer if you will excuse me that the examina- 
tion was conducted from the original books and records which are in 
the hands of the United States attorney and the grand jury, and we 
will take any step that we’re called upon to take before any judge to 
make them available to this committee. 

Mr. Watuace. I may say that the copy I have is not necessarily a 
certified copy. The representatives of the Chicago Tribune very 
kindly made it available tome. And before I ask any questions at all 
I would like to show it to Mr. Smith and see if this is a copy of the 
disbursements which he wrote down and in his handwriting. 

May I do that ? 

Mr. Wausn. Yes. 

Mr. Smiru. That looks like it. I would say it is. 

Mr. Wattace. You would say that is a copy / 

Mr. Smirn. Yes. 

Mr. Watiacr. And that is in your handwriting ? 

Mr.Smirn. Yes. 

Mr. Watuace. I think that it would be appropriate to have ex- 
planations of virtually all items in here, although there are certain 
ones that I’m especially interested in and would like to question you 
on. 

For example, in May of 1955 there is a disbursement noted as Hotel 
Sherman (conv.), which may be “convention,” $82.40. Can you iden- 
tify that as to what it’s for? 

Mr. Smirn. Yes, I think I remember that. That was a luncheon 
given by the National Association of County Treasurers. They had 
a convention here and they had a luncheon. And that was—there 
were about—I think three or four tables reserved for certain em- 
ployees of the treasurer’s office. 

Mr. Waxtacr. Can you state categorically that this is true or is 
this just to the best of your recollection ? 

Mr. Smirx. That’s the best of my recollection. 

Mr. Wauiace. On May 17, check No. 8—May 17, 1955—check to 
the Morrison Hotel for $700. Do you recall that ? 

Mr. Surra. To the best of my recollection that was ai the same 
time as the convention, and there was a cocktail party there that Mr. 
Paschen had arranged for and—— 

Mr. Wattace. Cocktail party for whom? 

Mr. Surrn. For the people that were here to this convention and 
also for about 50 employees of the treasurer’s office who attended. 


£3551—56—pt. 2-58 
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Mr. Wattace. This is from the welfare fund you made expendi- 
tures for cocktail parties for 15 of your own employees—— 

Mr. Suiru. Fifty I said. 

Mr. Wauxace. Fifty of your own employees plus—— 

Mr. Smrrn. The members of the—or the delegates to this con- 
vention. 

Mr. Watuace. On July 11, 1955, check No, 28 is a check to the 
Conrad Hilton Hotel for $249. Do you recall that? 

Mr. Sorru. I believe that was for—at the time the Democratic 
Party had a dinner at the Hilton. And we had arranged for a room 
for the employees from the office that attended the dinner for cock- 
tails. 

Mr. Watuace. This is a Democratic Party affair? 

Mr. Smrru. Yes. 

Mr. Watxace. What was the nature of the affair ? 

Mr. Smiru. Well, it was a dinner. That’s all I remember. 

Mr. Wattace. Was it a dinner in honor of Mr. Paschen? 

Mr. Smaru. No, no, no. Fund raising. 

Mr. Watsace. Oh. Fund raising? 

Mr. Smirn. A fund-raising dinner, I believe. 

Mr. Watwace. Fund-raising dinner ? 

Mr. Smrrx. Yes. 

Mr. Samira. What happens to the funds from a fund-raising din- 
ner ¢ 

Mr. Sarru. I don’t know. 

Mr. Wa ace. Is it the usual practice that funds raised ata Demo- 
cratic Party fund-raising dinner are used for campaign purposes! 

Mr. Smrrnu. I don’t know that. 

The Cuarrman. Well, now, Mr. Smith, you know that when you 
raise money for the party it’s usually for the party’s election. There's 
nothing mysterious—— 

Mr. Smiru. It’s common knowledge, but I don’t know—— 

The CHamrman. I mean it’s common knowledge. 

Mr. Smiru. Yes. 

The CuatrmMan. You may not specifically know what was done with 
that money. 

Mr. Smiru.. That’s exactly right, Senator. 

The Cuarrman. But there’s nothing unusual about it. 

Mr. Smrru. That’s right. 

The Crarrman. The Democrats do these things more or less the 
same as other parties do. 

Mr. Smirn. That’s right. 

Mr. Watzace. On November 8, 1955, check No. 195, a check to the 
Hotel St. Nicholas for $152.49 or 92 cents. Can you tell me the pur- 
pose of that? 

Mr. Smrru. No, I can’t. I don’t remember what that was for. 

Mr. Wauiace. November 8, 1955, the St. Nicholas Hotel, which is 
in Springfield. You’re familiar with that hotel ? 

Mr. Smrrn. I just don’t remember what it is. 

Mr. Watwace. $152.94. You don’t reeall? 

Mr. Smrru. No, I don’t, the details. 

Mr. Watiace. Do you know the general purpose of it? Was it a 
Democratic Party function ? 
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Mr. Smrru. I don’t know. I could probably find out, but I don’t 
know offhand. 

. Mr. Watxace. Check No, 199, which is dated November 11, 1955. 
fhere is a notation “H. C. Paschen (see list),” and the amount is 
3547.82. Can you tell me the purpose of that ? 

Mr. Smrru. Well, here’s what would happen. You will find more 
than one of those “see list.” And in a good many instances Mr. 
Paschen would contribute to various organizations and probably 
at the end of the month or the end of 2 months he would give his 
checkbook to his secretary and tell her to make a list of those items, 
and we would reimburse him for them rather than issuing individual 
checks for each item out of the fund. 

Mr. Watiace. Are you stating here now under oath that the pur- 
pose of this particular check was to reimburse Mr. Paschen for 
expenses to charitable organizations and the list refers to individual 
charities ¢ 

Mr. Smiru. That’s right. 

Mr. Watsu. Incidentally, Mr. Wallace, those lists are in the hands 
of the grand jury, too. 

Mr. Wauxace. I would imagine they would be. 

Mr. Watsu. Yes. 

Mr. Wauiace. Check No. 224, dated December 31, 1955, is a 
check to the Morrison Hotel for $390.38. Could you tell me the 
purpose of that check? 

Mr. Smiru. If I remember correctly that was for a luncheon Mr. 
Paschen gave for the employees, certain employees in the office. 

Mr. Watiace. Was that for a luncheon ¢ 

Mr. Smirn. Yes. 

Mr. Wattace. Given by Mr. Paschen for his employees? 

Mr. Smuru. I think it was. 

Mr. Waxiace. I would appreciate it, Mr. Smith, if when you 
know something for certain you would state categorically, and if 
you don’t know for certain, then and only then say “to the best of my 
recollection.” 

Mr. Smrre. All right; I'll be glad to. 

Mr. Wauiace. On January 5, 1956, check No. 226, check for $98.96 
to the Morrison Hotel. That would be the first of this year in January. 

Mr. Smirx. I don’t know what that was. 

Mr. Watiace. You have no recollection of that? 

Mr. Smrru. No; I have no recollection about that one. 

Mr. Wautace. You did write the checks ? 

Mr. Smrrn. I wrote the checks. 

Mr. Watiace. Check No. 270, dated May 17, 1956. There is a 
notation “Hinekley and Schmidt, $15.” 

Mr. Smiru. I think that’s one of the items that were included in 
that cheek for refund to that account. 

Mr. Wattace. In other words, this was an item for Mr. Paschen’s 
campaign fund ? . 

Mr. Smrru. That’s right. 

Mr. Watrace. But it was—— 


Mr. Surrx. No; it was an item that should have been paid by the 
campaign fund. 


Mr. Wattace. Was that part of this group which was reimbursed ? 
Mr. Sera. Yes, sir; I’m sure it was. 
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Mr. Wauuace. And on the same day, check 271, a check to the Ilji- 
nois Bell Telephone Co. for $125.01. 

Mr. Smiru. That’s another one. 

Mr. Wautace. That’s another one that went to the campaign? 

Mr. Smrru. That’s right. I might say the itemized list of what 
they—that took care of that $1,500 check—is also with the grand jury. 
That was returned to this fund. 

Mr. Wautace. On April 20, 1955—these are not in order, but were 
apparently entered later—you have an item which is listed “Miscel- 
laneous (See List),” $1,140. Can you tell me the circumstances of 
that? 

Mr. Smiru. The same as the other one that I told you about. 

Mr. Watxace. You mean in this particular case you're saying that 
this was for a charitable contribution ? 

Mr. Smirn. Yes; donations that Mr. Paschen made. 

Mr. Wauxiace. And he was reimbursed for ? 

Mr. Smirn. Reimbursed. That’s right. 

Mr. Watiace. On August 31, 1955, there is another item, “Miscel- 
laneous (See List) ,” $1,566.51. 

Mr. Smiru. That would be in the same category. 

Mr. Wattace. On October 4, 1955, there’s another “Miscellaneous 
(See List)” item of $77. 

Mr. Smrru. It would be in the same category. 

Mr. Wattace. On November 4, 1955, there is another “Miscellaneous 
(See List) ,” $479.48. 

Mr. Smirn. That would be the same. 

Mr. Wautuace. This item of 1956, July 19, campaign fund of $1,544, 
that’s a deposit. 

Mr. Sira. Yes, sir. 

Mr. Wattace. I see. Mr. Smith, these are some of the most inter- 
esting items that we wanted to ask about. I wonder if we could 
furnish you a list and you could with the help of your attorney go 
through and check the-purpose of all of them. Could you do that 
and furnish it for the record of the committee ? 

Mr. Smiru. And do what ? 

Mr. Wattace. We'll give you a copy of the list of disbursements and 
you take this and give us to the best of your knowledge the purpose 
of all of these expenditures. I have asked you about certain ones 
which we are very interested in, but would you go through this list 
and tell the purpose of all of them ¢ 

Mr. Smrrn. Be glad to if I can remember them; yes. 

Mr. Wattace. To the best of your recollection. 

Mr. Smiru. Sure. 

Mr. Watsu. You mean now or subsequently we should furnish this! 

Mr. Watzacr. Do it and give it to the committee within a week. 

Mr. Watsu. That’s all right. 

Mr. Surrn. That’s all right. 
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(The material referred to follows :) 
CutcaGo, ILt., October 30, 1956. 
in re John W. F. Smith, witness, Chicago public hearing, October 19, 1956. 
COMMITTEE ON BANKING, 


Senate Office Building, 
Washington, D. C. 


(Attention: Mr. Matthew Hale, attorney.) 


(/ENTLEMEN : There is enclosed herewith a list of disbursements from the check- 
ing accounts of the Herbert C. Paschen Employees Welfare Fund, a not-for- 
profit corporation, organized under the laws of the State of Illinois. The list 
shows the dates, check numbers, amounts, payees, and a short note of the nature 
of the expenditure or disbursement. 

This list is submitted to you in accordance with the request made by Mr. Wal- 
lace at the public hearing in Chicago on October 19, 1956, and it is hoped that 
it is sufficient and satisfactory for your purposes. The notations as to the pur- 
pose of each expenditure have been inserted on the basis of Mr. Smith’s best 
memory of the respective items. 

Respectfully, 
Maurice J. WAusH, Attorney at Law. 


| 
Payee | Amount 


DISBURSEMENTS FROM CHECKING ACCOUNTS 
| American Cancer Society, charitable contribution ___-.-- 
John Plodzien, flowers_- v 
| “‘Abendpost. Adv ertisers, advertising __ 
Clemensen’s Florists, flowers_ --- 
Hotel Sherman, convention expense, Illinois Association of C ounty 
Officials... - tc. Facthnbeag ; Te 
L’ Italia Agency, advertising. at 
Morrison Hotel, cocktail party for convention delegates and ‘office em- 
sloyees, Illinois Association of ey Officials - 
Okura Sally Sheer, contribution to employees at death of husband 
Democratic Party of Cook County, reception and dinner committee 
6 tickets purchased. ____. Mia Kanon loti - $600 
Proceeds from sale of 5 tickets. 
1 ticket of deceased employee, paid for by amass ees associa- 
tion .- 100 
Oak Park Democratic organization, tickets to outing 
Hotel Sherman, convention expense, Illinois Resatintion of County 
| Officials___. DiS. 
Rev. Dr. John T. S. Mao, charitable contribution 
John Plodzien, flowers. 
5 | Holy Trinity Greek Catholic Church, Mass card__.._._____. 
June 14, 1955 5 | 11th ward Democratic organization, advertising. 
Do Alpha Beta Gamma Fraternity, charitable advertisement. 
June 20, 1955 8 | Deecalogue Society of Lawyers, contribution _- ‘ 
Do 9 | Beth Niedrich, tickets for outing Weng sktban 
Do ‘ Alderman Pacini golf day eouniniiben, tickets for outing__- 
Do q Cook County Council of the American Legion, contribution. siaash 
June 22,1955 22 Advocates Society sports committee, contribution. _....._._.. ; 
June 21, 1955 23 | Oak Park Democratic organization, advertising____...............-_.. 
Do ‘ 48th ward Democratic organization, advertising___..__...............--} 
June 24, 1955 5 | Edna 8. Lueas, contribution to employee 
July 7, 1955 26 John Plodzien, flowers 
Do 127 | Charles J, Callanan Associates, publicity 
July 11, 1955 8 | Conrad Hilton Hotel, cocktail party for employees | in connection with | 
| Democratic Party dinner._-. 
July 12, 1955 | Joseph F. Ropa golf outing, tickets to outing 
DG; .. ite 31 | Lieutenant annedy School for Bieeptional’ Children, charitable con- 
| tribution 
July 13,1955 | | E. R. Daudelin, flowers__....._.- 5 
July 14, 1955 F Democratie Party of Warren County, tickets to outing 
a 34 | Knox County Democratic central committee, advertising 
Do 35 | Knox County Democratic central committee, tickets to nee, 
July 18, 1955 : Fred Hawkins, flowers__ Te 
July 20,1955 | : West Side Real Estate Board, tickets to outing. pe ay 
July 26, 1955 38 | Children’s Memorial Hospital, charitable contribution... __ 
Do abel | Uhlich Children’s Home, charitable contribution - 
De = | Joseph L. Rostenkowski, tickets to outing - 
8.4. +4h German Old People’s Home, charitable contribution.........._...._--- 
Do.. Harp and Shamrock Club, advertising... __- 
July 28, 1955 9th ward regular Democratic organization, tickets to outing _- 
Do..... sates Zuris golf day committee, tickets to outing 
| Manheim Lodge No. 2, charitable advertisement._...__.......-..--.-. 
. we | 22d Democratic organization, advertising _ - 
Risen 147 | American Association for the United Nations, charitable ‘gonizibuiions.| 


See footnote at end of table. 
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Payee 


DISBURSEMENTS FROM CHECKING accOUNTS—continued 


Aug. 5 E. R. Daudelin, flowers 
D William Randolph Hearst Post, No. 478, tickets to outing_..._......___. 
Aug. 8, Lake County Democratic central committee, advertising 
: 15th ward regular Republican organization, tickets to outing 
Aug. 11, 1955 W. L. Johnson Publishing Co., advertising 
Do 2d ward regular Democratic organization, advertising 
Aug. 12, 1955 C. J, Callanan Associates, publicity 
Aug. 15, 1955 Cenacle Convent, mass card 
36th ward regular Democratic Party, tickets to outing 
atin E. Keane, 3lst ward Democratic organization, 
vert’ 
St. Sylvester Church Building Fund, charitable contribution 
{ rs. Anthony Scornavack, contribution to employee 
anna 37th ward Democratic organization, tickets to outing 
Aug. f Ward Superintendent’s Association, tickets to outing 
Aug. The Cenacle, mass card_- ia denmnnceinima mente bicetitiaed 
Aug. 4 American Red Cross, charitable contribution. 
Aug. Caritas Society, charitable contribution 
Sept. 1, Stuart's Heard and Seen, magazine subscription 
Sept. 6, The Cenacle, mass card 
I Metropolitan Business and Professional Women’s Club, advertising -- 
Mundelein College, charitable contribution 
P. J. Cullerton golf day committee, tickets to outing 
Sept. 8, 1955 E. R. Daudelin, flowers 
Sept. =e 1955 Michael and Moe Rosenberg Memorial Fund, charitable contribution. 
BL Sele 39th ward regular Democratic organization, ad vertis —s-- 
Do.. 3lst ward regular Democratic pos mmr advertising... 
Sept. 16, 1955 5 | 4th ward regular Democratic organization, advertising 
Sept. 23, 1955 Al Howard, publicity 
Do._. 7 6th ward regular Democratic enntns, advertising 
Oct. 3,1955 E. R. Daudelin a 
Oct. 4 1955 John Plodzien, flow 
Oct. 7,1955 Polish Women’s Civie Club, advertising - 
Oct. 10,1955 Petty cash 
aes 49th Ward Democratic Club, advertisi 
Oct. 11,1955 13th ward Democratic organizat n, advertising 
Oct. 14, 1955 Northwest Home for , charitable contribution 
Oct. 19, 1955 Daily Svornost, advert ing... 
Oct. 21, 1955 Denni Hlasatel, advertising 
Oct. 27, 1955 quences. mass card 
Oct. 31, 1955 J. Callanan Associates, publicity 
Nov. 2, 1955 E R. Daudelin, flowers 
Nov. 3, 1955 Ralph H. Metcalf Pc tickets for dance - 
Community Fund of Chicago-_...-- 
Total c vitable contribution _- 
Contributions from employees 
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Net contribution from employees association 
Nov. 4, 1955 16th ward regular Democratic organization, Cane 09 E+ ---- 
Nov. 7, 1955 Ralph H. Metcalf Night, eiverthing 
Do ..| The. Abendpost Co., advert: 
Nov. 8, 1955 Hotel St. Nicholas, su y reimbursed . . 
» Do | Holy Family Academy, itable contribution 
Nov. 10, 1955 Council Against Discrimination, charitable contribution. 
Nov. 30, 1955 H. C. Paschen, subsequent] reimbursed 
Dec. 1, 1955 wy Baseball League, charitable advertisement - 
Pots E. R. Daudeli 
Dec. 2.1955 Mayor Daley’s Youth Foundation, charitable contribution 
Pees cal J.J. Duffy Floral Co., flowers 
County asurer’s Association, dues. 
Rhenish Singing Society, tickets to outi 
Western Union, subsequently reim 
Joseph P. McMahon, flowers 
The Daily Sv rnost, Geringle Press, Inc., advertisement _. 
Dec. 8, 1955 American Printers & angen wren Inc., Christmas cards 
Dec. 9, 1955 C. Callanan & Associates, publicity 
Dec. a 1955 Deutsch-Amerikanish Buerger-Zeitung, advertising... 
She Jerry Petrone, Christmas-tree ornaments 
r Do s Joseph Navilio & Co. Christmas trees. a 
Dec. 15, 1955 Chicago B’nai B’rith Women’s Council, charitable advertisement _ - - 
215 | Cash, Christmas presents to employees in county building and treas- 


216 

217 Leeda Pa advertising 

218 | Cash, Ch oe presents to 
urer’s office 
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201 | Czec! Tate 
oa Catholie Pu 
223 | The New World, advertising. 


See footnote at end of table. 
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Date Check | Payee Amount 
No. 





DISBURSEMENTS FROM CHECKING ACCOUNTS- -Continued 


» 31,1955 | Morrison Hotel, Christmas party for employees 
3° 1956 | Fred H. Westlund, purpose not recalled 
5. 1956 | q Morrison Hotel, luncheon 
Do. | Be. Bs a i eee th ancriawinen concn s4aeacuenss—~< 
jan. 9,1956 C. Callanan & Associates, publicity...................-- 
Jan. 10,1956 | 9 | Sentinel Publishing Co., advertising 
jan 11.1956 | 230 | Joseph P. MeMahon, flowers 
” Do } Sandara, advertising 
Ukrainian-Svoboda, advertising. 
Svoboda Agency, advertising 
North Shore Florist, flowers 
Sere, Set I Silence onenenanene~-ecs-eeass pee= me 
Stephen Crilly, transp~rtation to attend meeting of National Associa- 
tion of Count ls 
C. Callanan, su vently reimbursed 
Slovak L’udove Noviny Agencv, advertising 
Lithuanian Darbininkas, advertising... .-...............-..-..--....-- 
The Jewish Post, advertising 
Al Howard, p»blicity 
a ie ee en nonetinnnenadigbacooe 
John Plodzien, flowers. 
Press Papers, 
Draugas Agency, advertising 
Standard Photo Supplv Co., publicity 
Great Lakes Crescent Bowlers, advertising 
St. Bernadette’s Church, charitable contribvtion 
St. Patrick’s Day Parade Association, charitable contribution 
E. R. Dandelin, flowers 
J.J. Duffy, flowers 
Joseph P. McMahon 
Bov Scouts, charitable contribytion 
Holy Family Academy, charitable contribution __. 
Federation News, advertising 
Alevian Brothers Hospital. charitable contribution 
ae —_ District Police Benevolent Association, charitable con- 
tribn tion 
Trinity High School Mothers’ Clyb, charitable contributions. - 
Ce~modore Barry Council, charitable advertisement 
Knights of Columbus, charitable advertisement 
J. PF. MeMahon, flowers 
E. Dandelin, flowers 
Catholic Tnterracial Co-ncil, charitable contribution 
J.J. Duffy Floral Co., flowers 
E. R. Dandelin. flowers. 
FR ee ne dnwbanmacecne 
Al. G. Kunskis Day, sibsequently reimbursed 
Mange! Florist, flowers 
Western Union, s"bsequently reimbursed 
Fincklev & Schr itt. s"bseqventlv reimbursed 
Tiiinois Bell, sobseqvently rei bursed_-__........-.--.-....-...--.----- 
E. W, Boeh™ Co., subsequently reimbursed 
Utilitv Stotionerv, s~ bseqventlv rei™ byrsed 
Chicago Towel Co., subseauentlv reimbursed 
C.J, Callanan. subsequentlv reimbursed 
29th ward regular Democratic organization, advertising 
9 Oak Park Democratic organization, tickets to outing 
June 18. 19 Petty cash 
June 30 5 Tilinois Society for Blindness, charitable contribution 
Do 3 Joseph F. Rona golf day, tickets to outing 
Oks ' Decalogue Societv of Lawvers, contribution 
Manheim Lodge No. 2, charitable advertisement 
John Plodzien, flowers 
Cash, mass card 
E. Daudelin, flowers 
William N. Erickson Day, tickets to outing 
Golf tour committee, tickets to outing 
3d ward Democratic orga”ization, tickets to outing... __.........-.-.-.- 
Cal. Townshin Democratic orga”ization, tickets to outing 
Adult Education Council, charitable contribution 
July 27, Aerrick House, charitable contribution 
Bank debit memo, cost of checks 
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CASH DISBURSEMENTS, APR. 20, 1955 LIST 


Jan. 14,1955 | 29th ward regular Democratic organization, advertising 
Jan. 21,1956 | Geringer Press, Inc., advertising 
Do Germania Club, charitable donation, YMC A Kassel Germany building program. 
; Village of Lyons Democratic Club, tickets to outing 
Ray Peterson, tickets to outing 
35th ward Democratic organization, tickets to outing 
Polish Daily Zgoda, advertising 


See footnote at end of table. 
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CASH DISBURSEMENTS, APR. 20, 1955 LiST—continued 


Payee 


Jan. 21, 1955 
Do 
Do. 
Do I aasetn paanees Publishing Co., moeetben” 
24,1955 | Medinah Shrine Circus, charitable outing 
Shrine Circus Fund, charitable advertisement 
| ae Federation of Labor, advertising _ 
J.J. Duffy Florist, flowers__ 
: Scnevale Day program committee, advertising 
Feb. 9, 1955 | Veterans of Foreign Wars, tickets to outing 
Feb. 16,1955 | St. Rita High School, charitable contribution 
Do_.....-| National Jewish Post, advertising - _- 
Feb. 18,1955 | District (4th) American Legion, tickets to Washington Birthday Ball 
Mar. 1,1955 | I. V.I., tickets to outing 
Do J. McMahon, flowers 
Mar. 11,1955 | Evanston Democratic organization, tickets to outing--_--.-......---... 3 
Mar. 18,1955 | North Shore Association for Crippled, charitable contribution 
Do Chicago Newspaper Guild, advertising 
Do _.| German Old People’s Home, tickets to anniversary luncheon 
Do Herrick House, charitable contribution 
Do______.| 34th ward regular Democratic organization, tickets to outing 
ie... Chicago Park Police Benevolent Association, amauaiuae: contribution 
Do St. David Parish, charitable advertisement. 
Do__.....| Hadley School for Blind, charitable contribution 
Do Lincoln Belmont Publishing Co., advertising z 
Do St. De La Salle Auxiliary, charitable contribution ---..............-....-----..-- 
Mar. 21, 1955 | Democratie Digest, magazine subscription 
Do Harp and Shamrock Club, dues 
Mar. 22, 1955 | Chicago Public Opinion, subscription 
Mar. 28,1955 | Northfield Township Democratic Club, tickets for outing _ - 
Do Sisters of Mercy, charitable contribution 
Mar. 31,1955 | Girl Scouts, charitable contribution 
Apr. 1,1955 | Friends of Maryhaven, charitable luncheon__-..-.........-.----..---..------- ~ 
Apr. 6,1955 | John Plodzien, flowers 
Do.__.._.| De Kalb Democratic central committee, tickets to outing...... il lead 
Do ..| Duffy Florist, flowers 
Apr. 7, National Probation and Parole Association, charitable contribution 
Do. Illinois Protestants Children’s Home, charitable contribution -- -_-- 
Do Holy Family Villa Building Fund dinner donation, hnecassed contribution. 
Apr. 12, 195: nrg Park Democratic Women’s Club, door prize -. action’ 
Do. . Peters Church, mass card. 
Apr. 13, 195: St. Peter and Paul Russian Church, charitable contributien__.--- 
Apr. 14,1955 | Executives Club, luncheon meeting 
Do. Steuben Society, tickets to outing. ___- 
Do. | YMCA donation, charitable contribution. ___- ‘ 
Apr. 18,1955 | Loyal Order of Moose, charitable contribution___. 
Do | American Friends Service Committee, charitable contribution__._-_- 5: 
Apr. 19,1955 | Chicago Public Opinion, advertising _ __- ose 
Do Seh — ip and Guidance Association benefit, charitable contribution....-_._- 
Do Sundry -_- 
Apr. 20,1955 | House of Good Shepherd, charitable contribution 
Apr. 25,1955 | Picture frame 
Apr. 27,1955 | Fenwick School, ch aritable contribution 
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Aug. 31, 1955, list: 
Democratic Party of Cook County, banquet 
Egyptian Democratic Digest, magazine subscription _- 
Knights of Columbus C. Y. O. youth program, charitable contribution 
Alderman John Brandt golf day, tickets to outing- 
Combined Jewish Appeal, charitable contribution - - ...._- 
Young Democrats of Illinois, advertising 
Evanston Democratic Organization, tickets to outing - __........--.. spain peaecntianabatiliaaaaminael 
Schwaben-Verein picnic program, advertising 
Schwaben-Verein, tickets to outing... -.-~ 0.420 n-ne neo cree ee nmeeso--<e al tine aigheaat 
Alexian Brothers Hospital Foundation, charitable contribution 
Railroad transportation, Lincoln 
Municipal Finance Officers Association, membership dues, subsequently refunded. 
Railroad transportation, Galesburg 
IVI contribution 
United W a“ Federalists, Inc., membership 4 ‘dues_. 
Medinah Temple golf day dinner nian 
Swabian parade tickets___- 
Out-of-pocket expense, Lincoln and Galesburg trips 
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See footnote at end of table. 
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CASH DISBURSEMENTS, APR. 20, 1955 LIST—continued 


| Amount 


| 


t. 4, 1955, list, charitable contributions: | 
Father Flanagan’s Boys’ Town ; 

Catholic Youth Organization_-_- 

Navy League 

Lieutenant Kennedy Home for Exceptional Children 

Community Fund seat dees 

National Jewish Hospital 


4, 1955, list: 
Chicago U. 8. O. Club, charitable contribution 
\{merican Association for United Nations, tickets 
Evanston Democratic Club, benefit, movie tickets 
Citizens Schools Committee, contribution__ van ‘ 
Transportation to Mattoon, speech before Lions Club__......--.------- 
Pat Greathouse testimonial dinner, tickets ae 
American Association for United Nations, charitable contribution_- 
Big Sisters Starlite Ball, benefit raffle, charitable contribution_. oi eat \ 
Altenheim Old People’s Home, charitable contribution ._.._- : ch staal cot 25. 
Polish National Alliance, charitable contribution-. Seca ee i ? coed 4. 
Expense of county treasurers’ convention in Springfield --__- : | 180. 9% 
lransportation to Verseyville.... 52 


NOV 


479. 
15, 954. 84 


ess cash receipts 
Proceeds from sale of 5 tickets to Democratic Party dinner arcana nineties 500. 00 
Contributions received from employees for Community Fund___-.__-......._...-.-...- 463. 00 
Reimbursement of disbursements _- is = hie aban ee 1, 544. 28 
Municipal Finance Officers’ Association membership dues, refunded. -_-_._._....._._...__- ; 43. 75 
Refund of overpayment from Western Union 2.15 


2, 553. 18 


Not Giskureemnete nn occa ree nbn eens bdd cw cabin adds Liibbthedscdaltdedkieiwe | 13, 401. 66 


See under “‘ Less cash receipts,” 


Mr. Watiace. Can you get a copy of this yourself from the grand 
jury? 

Mr. Watsn. I think we can if we pay for it. I guess so. If that’s 
the only one you have, I think that we can have access to the one 
that Mr. Paschen has. I would assume we could. Unless he’s to give 
histoyou. Isthat 

Mr. Smiru. I understand he’s to give you a copy of the audit that is 
being made of this account showing what they were for. 

Mr. Watiace. Why don’t you take what I’ve got and furnish the 
whole thing so we'll have for the record a complete list and also—— 

Mr. Smrru. Showing what it was used for. 

Mr. Watsn. If the Tribune doesn’t object to your giving that away. 

The Cuamrman. Do you have anything more to add, Mr. Smith? 

Mr. Smrru. No; I haven’t, Senator. I have tried to tell everything 
I know about this fund. 

The Ciaran. I regret that I wasn’t here in your original testi- 
me I’m afraid I can’t add anything to the dallebtenment of this 
subject. ‘ 

As I understood it, this is a procedure that’s been in existence in this 

county foralongtime. Isthat true? 
_ Mr. Smrru. It was in existence, well, in one way or another it’s been 
incorporated since 1946 under a nonprofit corporation, but prior to 
that 1t was—I understand it was used in other ways. Now, I don’t— 
I know just what I hear. I have nothing to prove what I say. 
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The Cuarman. Well, thank you very much. You are excused. 

This series of public hearings by the Banking and Currency Com- 
mittee has been both frustrating and fruitful. As most everyone 
knows, the hearings were preceded by a comprehensive staff investiga- 
tion and by 2 days of public hearings with FDIC officials in Washing- 
ton, D.C. The material gathered by the staff and the serious questions 
left unanswered after the hearings in Washington made it essential] to 
pursue the inquiry by public hearings in Chicago. 

While I am convinced that many facts in the Hodge case have not 
yet been revealed, I believe that these hearings have demonstrated 
conclusively that several changes must be made in the FDIC statute 
and the Federal banking laws in general. 

Some of the witnesses from whom the committee expected vital 
testimony were evasive, others had poor memories, and still others 
refused to talk at all. Nevertheless, the public record made in these 
hearings contains much valuable information and will help our com- 
mittee as it considers necessary remedial legislation. 

This phase of the committee’s inquiry is now closed. Members of 
the staff will continue to study the record made thus far and to pur- 
sue lines of inquiry not yet fully explored. This work will be done 
both in Washington and Chicago. If further public hearings seem 
warranted, they may be held in either of these places. 

While all conclusions for legislative changes are by no means firm 
in my own mind, I believe that certain gaps and deficiencies in exist- 
ing law have been made obvious. I question seriously the advisability 
of Federal deposit insurance for any bank in which a State super- 
visory banking official has substantial holdings. I believe that the 
FDIC must have adequate authority to prevent the recurrence of a 
State bank being held in suspense for over 6 weeks during which time 
the depositors in that bank have no access to their deposits. 

I question the desirability of Federal insurance for State banks 
which cater to public officials and make political contributions in the 
expectation of receiving large deposits of public funds. 

Many problems have been revealed concerning the relationships 
between the Federal Deposit Insurance Corporation and the local 
supervising authority for State banks. 

I am also concerned that the judgment of FDIC employees may be 
impaired if such employees are tempted by more remunerative em- 
ployment offers from banks with which they are dealing. 

These are some of the more obvious conclusions to be drawn from 
testimony of witnesses both here in Chicago and in the prior hearings 
held in Washington. 

It is perhaps unfortunate but also true that bitter and scandalous 
experiences are good teachers. I hope that the Federal Government 
as well as the people of the State of Tilinois can profit by the experi- 
ence which necessitated these hearings. 

The hearing is adjourned. 


(Whereupon, at 1:45 p. m., the hearing was adjourned.) 





APPENDIX 


(The ledger kept by Mr. Hintz of the account of Mr. Hodge in the 
Southmoor Bank follows :) 
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(Indictment of Edward A. Hintz, Orville E. Hodge, and Edward 
A. Epping.) 


IN THE UNITED STATES DISTRICT COURT FOR THE NORTHERN 
DISTRICT OF ILLINOIS, EASTERN DIVISON 
No. 56 OR444 (18 U. 8. C. Sections 656 and 2 (a) ) 


Unrrep STATES OF AMERICA V. EpWARE A, HINTz, ORvILLE E. Hoper ANp 
Epwarp A, Epping 


FIRST COUNT 


The July 1956 grand jury charges: 

That on or about May 20, 1955, in the Northern District of Illinois, Eastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured 
by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & 
Trust Co., Chicago, Illinois, with intent to injure and defraud said bank, did 
unlawfully and wilfully misapply moneys and funds of said bank and intrusted 
to the care of said bank, in the amount of $12,500.00, for the use, benefit and 
advantage of Orville EK, Hodge and Edward A. Epping, hereinafter also named 
as defendants, and other persons to the said grand jury unknown, in that the 
defendant Edward A. Hintz by virtue of his official position as said officer and 
without knowledge of said bank, did cause said sum to be paid out of the monyes 
and funds of said bank and intrusted to the care of said bank upon a presenta- 
tion to said bank of a warrant, sometimes referred to as a check, drawn by the 
Auditor of Public Accounts upon the Treasurer of the State of Illinois, dated 
May 19, 1955, payable to Statistical Tabulating Co., in the amount of $12,500.00, 
knowing that the person presenting the same was not the payee named and was not 
authorized to be credited with and not authorized to receive the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully and with intent to injure and de- 
fraud said bank, aid, abet, counsel and procure the said defendant Edward A. 
Hintz to wilfully misapply funds of said bank in the manner described above 
in this count. 

In violation of Sections 656 and 2 (a), Title 18, United States Cole. 


SECOND COUNT 


The July 1956 grand jury further charges: 

That on or about May 20, 1955, in the Northern District of Illinois, Bastern 
Division, Edward A, Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured 
by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & 
Trust Co., Chicago, Illinois, with intent to injure and defraud said bank, did 
unlawfully and wilfully misapply moneys and funds of said bank and intrusted 
to the care of said bank, in the amount of $7,500.00, for the use, benefit and ad- 
vantage of Orville B. Hodge and Edward A. Epping, hereinafter also named 
as defendants, and other persons to the said grand jury unknown, in that 
the defendant Edward A. Hintz by virtue of his official position as said officer 
and without knowledge of said bank, did cause said sum to be paid out of the 
moneys and funds of said bank and intrusted to the care of said bank upon a 
presentation to said bank of a warrant, sometimes referred to as a check, drawn 
by the Auditor of Public Accounts upon the Treasuer of the State of M[linois, 
dated May 19, 1955, payable to Lincoln Building Supply Co., in the amount of 
$7,500.00, knowing that the person presenting the same was not the payee named 
and was no authorized to be credited with and not authorized to receive the 
proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully and with intent to injure and de- 
fraud said bank, aid, abet, counsel and procure the said defendant Bdward A. 
— to wilfully misapply funds of said bank in the manner described above in 
this count: 


In violation of Sections 656 and 2 (a), Title 18, United States Code. 
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THIRD COUNT 


The July 1956 grand jury further charges: 

That on or about May 20, 1955, in the Northern District of Illinois, Easterp 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insureq 
by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust 
Co., Chicago, Illinois, with intent to injure and defraud said bank, did unlaw- 
fully and wilfully misapply moneys and funds of said bank and intrusted to 
the care of said bank, in the amount of $8,875.00, for the use, benefit, and ad- 
vantage of Orville E. Hodge and Edward A. Epping, hereinafter also named 
as defendants, and other persons to the said grand jury unknown, in that the 
defendant Edward A. Hintz by virtue of his official position as said officer ang 
without knowledge of said bank, did cause said sum to be paid out of the moneys 
and funds of said bank and intrusted to the care of said bank upon a presentation 
to said bank of a warrant, sometimes referred to as a check, drawn by the 
Auditor of Public Accounts upon the Treasurer of the State of Illinois, dated 
May 19, 1955, payable to Wood River Printing and Publishing Co., in the amount 
of $8,875.00, knowing that the person presenting the same was not the payee 
named and was not authorized to be credited with and not authorized to receive 
the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant Edward A. 
Hintz to wilfully misapply funds of said bank in the manner described above in 
this count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


FOURTH COUNT 


The July 1956 grand jury further charges: 

That on or about May 20, 1955, in the Northern District of Illinois, Bastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured 
by the Federal Deposit Insurance Corporation, te wit, Southmoor Bank & Trust 
Co., Chicago, Illinois, with intent to injure and defraud said bank, did unlaw- 
fully and wilfully misapply moneys and funds of said banks and intrusted to 
the care of said bank, in the amount of $13,500.00, for the use, benefit, and ad- 
vantage of Orville E. Hodge and Edward A. Epping, hereinafter also named 
as defendants, and other persons to the said grand jury unknown, in that the 
defendant Edward A. Hintz by virtue of his official position s said officer and 
without knowledge of said bank, did cause said sum to be paid out of the moneys 
and funds of said bank and intrusted to the case of said bank upon a presentation 
to said bank of a warrant, sometimes referred to as a check, drawn by the 
Auditor of Public Accounts upon the Treasurer of the State of Illinois, dated 
May 19, 1955, payable to Steelograph, Inc., in the amount of $13,500.00, knowing 
that the person presenting the same was not the payee named and was not au- 
thorized to be credited with and not authorized to receive the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant Edward 
A. Hintz to wilfully misapply funds of said bank in the manner described above 
in this count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


FIFTH COUNT 


The July 1956 grand jury further charges: 

That on or about May 20, 1955, in the Northern District of Illinois, Bastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured 
by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust 
Co., Chicago, Illinois, with intent to injure and defraud said bank, did unlaw- 
fully and wilfully misapply moneys and funds of said bank and intrusted to the 
care of said bank, in the amount of $10,385.00, for the use, benefit and advan- 
tage of Orville E. Hodge and Edward A. Epping, hereinafter also named as 
defendants, and other persons to the said grand jury unknown, it that the 
defendant Edward A. Hintz by virtue of his official position as said officer and 
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without knowledge of said bank, did cause said sum to be paid out of the moneys 
nd funds of said bank and intrusted to the care of said bank upon a presenta- 
t on to said bank of a warrant, sometimes referred to as a check, drawn by the 
\uditor of Public Accounts upon the Treasurer of the State of Illinois, dated 
May 19, 1955, payable to Reuter Business Systems, in the amount of $10,385.00, 
knowing that the person presenting the same was not the payee named and was 
not authorized to be credited with and not authorized to receive the proceeds 
} reof. 
Te said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully and with intent to injure and 
defraud said bank, aid, abet, counsel and procure the said defendant Edward A. 
Hintz to wilfully misapply funds of said bank in the manner described above 
in this count: 
in violation of Section 656 and 2 (a), Title 18, United States Code. 


SIXTH COUNT 


The July 1956 grand jury further charges: 

That on or about May 20, 1955, in the Northern District of Illinois, Eastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured 
by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust 
Co., Chicago, Illinois, with intent to injure and defraud said bank, did unlawfully 
and wilfully misapply moneys and funds of said bank and intrusted to the care 
of said bank, in the amount of $27,500.00, for the use, benefit and advantage of 
Orville E. Hodge and Edward A. Epping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown, in that the defendant 
Edward A. Hintz by virtue of his official position as said officer and without 
knowledge of said bank, did cause said sum to be paid out of the moneys and 
funds of said bank and intrusted to the care of said bank upon a presentation 
to said bank of a warrant, sometimes referred to as a check, drawn by the 
Auditor of Public Accounts upon the Treasurer of the State of Illinois, dated 
May 19, 1955, payable to Fabric Crafts Sales Co., in the amount of $27,500.00, 
knowing that the person presenting the same was not the payee named and 
was not authorized to be credited with and not authorized to receive the pro- 
ceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant Edward A. 
Hintz.to wilfully misapply funds of said bank in the manner described above 
in this count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


SEVENTH COUNT 


The July 1956 grand jury further charges : 

That on or about September 12, 1955, in the Northern District of Illinois, East- 
ern Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured by 
the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust Co., 
Chicago, Illinois, with intent to injure and defraud said bank, did unlawfully and 
willfully misapply moneys and funds of said bank and intrusted to the care of 
said bank, in the amount of $7,500.00, for the use, benefit, and advantage of 
Orville E. Hodge and Edward A. Epping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown, in that defendant Edward A. 
Hintz by virtue of his official position as said officer and without knowledge of 
said bank, did cause said sum to be paid out of the moneys and funds of said 
bank and intrusted to the care of said bank upon a presentation to said bank of 
a warrant, sometimes referred to as a check, drawn by the Auditor of Public 
Accounts upon the Treasurer of the State of Illinois, dated September 12, 1955, 
payable to Continental Elect. Const., in the amount of $7,500.00, knowing that 
the person presenting the same was not the payee named and was not authorized 
to be credited with and not authorized te receive the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, willfully, and with intent to injure and de- 
fraud said bank, said, abet, counsel, and procure the said defendant Edward A. 
Mins to willfully misapply funds of said bank in the manner described above in 
this count: 


In violation of Sections 656 and 2 (a), Title 18, United States Code. 
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EIGHTH COUNT 


The July 1956 grand jury further charges: 

That on or about September 12, 1955, in the Northern District of Ilinois, Bast. 
ern Division, Bdward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured by 
the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust (Go. 
Chicago, Illinois, with intent to injure and defraud said bank, did unlawfully and 
willfully misapply moneys and funds of said bank and intrusted to the care of 
said bank, in the amount of $8,500.00, for the use, benefit, and advantage of 
Orville E. Hodge and Edward A. Epping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown, in that the defendant Edward 
A. Hintz by virtue of his official position as said officer and without knowledge 
of said bank, did cause said sum to be paid out of the moneys and funds of saiq 
bank and intrusted to the care of said bank upon a presentation to said bank 
of a warrant, sometimes referred to as a check, drawn by the Auditor of Public 
Accounts upon the Treasurer of the State of Illinois, dated September 12, 1955. 
payable to Lincoln Rad. & Auto Parts, in the amount of $8,500.00, knowing that 
the person presenting the same was not the payee named and was not authorized 
to be credited with and not authorized to receive the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, willfully, and with intent to injure and de- 
fraud said bank, aid, abet, counsel, and procure the said defendant Edward A. 
Hintz to willfully misapply funds of said bank in the manner described aboye 
in this count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


NINTH COUNT 


The July 1956 grand jury further charges: 

That on or about September 12, 1955, in the Northern District of Illinois, Eastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured 
by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust 
Co., Chicago, Illinois, with intent to injure and defraud said bank, did unlawfully 
and wilfully misapply moneys and funds of said bank and intrusted to the care 
of said bank, in the amount og $27,500.00, for the use, benefit and advantage of 
Orville BE. Hodge and Edward A. Epping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown, in that the defendant Edward 
A. Hintz by virtue of his official position as said officer and without knowledge of 
said bank, did cause said sum to be paid out of the moneys and funds of said 
bank and intrusted to the care of said bank upon a presentation to said bank of 
a warrant, sometimes referred to as a check, drawn by the Auditor of Public 
Accounts upon the Treasurer of the State of Illinois, dated September 12, 1955, 
payable to Fabric Crafts Sales Co., in the amount of $27,500.00, knowing that the 
person presenting the same was not the payee named and was not authorized 
to be credited with and not authorized to receive the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully and with intent to injure and defraud 
said bank, aid, abet, counsel and procure the said defendant Edward A. Hintz to 
wilfully misapply funds of said bank in the manner described above in this count: 

In violation of Sections 656 and 2(a), Title 18, United States Code. 


TENTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about September 12, 1955, in the Northern District of Illinois, astern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer of 
an insured bank, that is to say, a bank the deposits of which were insured by the 
Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust Co., 
Chicago, Nlinois, with intent to injure and defraud said bank, did unlawfully 
and wilfully misapply moneys and funds of said bank and intrusted to the care 
of said bank, in the amount of $15,000.00, for the use, benefit and advantage of 
Orville E. Hodge and Edward A. Epping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown, in that the defendant Edward 
A. Hintz by virtue of his official position as said officer and without knowledge 
of said bank, did cause said sum to be paid out of the moneys and funds of said 
bank and instrusted to the care of said bank upon a presentation to said bank 
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of a warrant, sometimes referred to as a check, drawn by the Auditor of Public 
4ccounts upon the Treasurer of the State of Illinois, dated September 12, 1955, 
payable to Roy Browning, in the amount of $15,000.00, knowing that the person 
presenting the same was not the payee named and was not authorized to be 
-redited with and was not authorized to receive the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully and with intent to injure and defraud 
said bank, aid, abet, counsel and procure the said defendant Edward A. Hintz to 
wilfully misapply funds of said bank in the manner described above in this count: 

In violation of Sections 656 and 2(a), Title 18, United States Code. 


ELEVENTH COUNT 


The July 1956 grand jury further charges : 

That on or about September 12, 1955, in the Northern District of Illinois, East- 
ern Division, Edward A. Hintz, a defendant herein, being then and there an 
officer of an insured bank, that is to say, a bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank 
& Trust Co., Chicago, Illinois, with intent to injure and defraud said bank, did 
unlawfully and wilfully misapply moneys and funds of said bank and intrusted 
to the care of said bank, in the amount of $9,000.00, for the use, benefit, and ad- 
vantage of Orville E. Hodge and Edward A. Epping, hereinafter also named as 
defendants, and other persons to the said grand jury unknown, in that the de- 
fendant Edward A. Hintz by virtue of his official position as said officer and 
without knowledge of said bank, did cause said sum to be paid out of the moneys 
and funds of said bank and intrusted to the care of said bank unpon a presenta- 
tion to said bank of a warrant, sometimes referred to as a check, drawn by the 
Auditor of Public Accounts upon the Treasurer of the State of Illinois, dated 
September 12, 1955, payable to Thomas H. Fitzgerald, in the amount of $9,000.00, 
knowing that the person presenting the same was not the payee named and 
was not authorized to be credited with and not authorized to receive the pro- 
ceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant Edward 
A. Hintz to wilfully misapply funds of said bank in the manner described above 
in this count : 


In violation of Sections 656 and 2(a), Title 18, United States Code. 


TWELFTH COUNT 


The July 1956 grand jury further charges: 

That on or about September 12, 1955, in the Northern District of Illinois, East- 
ern Division, Edward A. Hintz, a defendant herein, being then and there an 
officer of an insured bank, that is to say, a bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank 
& Trust Co., Chicago, Illinois, with intent to injure and defraud said bank, did 
unlawfully and wilfully misapply moneys and funds of said bank and intrusted 
to the care of said bank, in the amount of $5,168.22, for the use, benefit, and 
advantage of Orville E. Hodge and Edward A. Epping, hereinafter also named 
as defendants, and other persons to the said grand jury unknown, in that the 
defendant Edward A. Hintz by virtue of his official position as said 
officer and without the knowledge of said bank, did cause said sum te be paid 
out of the moneys and funds of said bank and intrusted to the care of said bank 
upon a presentation to said bank of a warrant, sometimes referred to as a 
check, drawn by the Auditor of Publie Accounts upon the Treasurer of the State 
of Illinois, dated September 12, 1955, payable to C & E Insurance Co., in the 
amount of $5,168.22, knowing that the person presenting the same was not the 
payee named and was not authorized to be credited with and not authorized 
to receive the proceeds thereof. 

The said grand jury further charges that Orville BE. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant Edward A. 
—— to — misapply funds of said bank in the manner described above in 

is count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 

83551—56—pt. 2——_55 
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THIRTEENTH COUNT 


The July 1956 grand jury further charges: 

That on or about September 12, 1955, in the Northern District of Illinois, Bag;- 
ern Division, Edward A. Hintz, a defendant herein, being then and there 
an officer of an insured bank, that is to say, a bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor 
Bank & Trust Co., Chicago, Illinois, with intent to injure and defraud saiq 
bank, did unlawfully and wilfully misapply moneys and funds of Said bank 
and intrusted to the care of said bank, in the amount of $12,500.00, for the use. 
benefit, and advantage of Orville E. Hodge and Edward A. Epping, hereinafter 
also named as defendants, and other persons to the said grand jury unknown. 
in that the defendant Edward A. Hintz by virtue of his official position as saiq 
officer and without knowledge of said bank, did cause said sum to be paid out 
of the moneys and funds of said bank and intrusted to the care of said bank 
upon a presentation to said bank of a warrant, sometimes referred to as q 
check, drawn by the Auditor of Public Aecounts upon the Treasurer of the 
State of Illinois, dated September 12, 1955, payable to Ernest J. Hochfelder & 
Co., in the amount of $12,500.00, knowing that the person presenting the same 
was not the payee named and was not authorized to be credited with and not 
authorized to receive the proceeds thereof. ’ 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant Edward 
A. Hintz to wilfully misapply funds of said bank. in the manner described 
above in this count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


FOURTEENTH COUNT 


The July 1956 grand jury further charges: 

That on or about September 12, 1955, in the Northern District of Illinois, 
Eastern Division, Edward A. Hintz, a defendant herein, being then and there 
an officer of an insured bank, that is to say, a bank the deposits of which 
were insured by the Federal Deposit Insurance Corporation, to wit, Southmoor 
Bank & Trust Co., Chicago, Illinois, with intent to injure and defraud said 
bank, did unlawfully and wilfully misapply moneys and funds of said bank 
and intrusted to the care of said bank, in the amount of $17,500.00, for the 
use, benefit, and advantage of Orville E. Hodge and Edward A. Epping, herein- 
after also named as defendants, and other persons to the said grand jury un- 
known, in that the defendant Edward A. Hintz by virtue of his official position 
as said officer and without knowledge of said bank, did cause said sum to be 
paid out of the moneys and funds of said bank and intrusted to the care of said 
bank upon the presentation to said bank of a warrant, sometimes referred to 
as a check, drawn by the Auditor of Public Accounts upon the Treasurer of the 
State of Illinois, dated September 12, 1955, payable to Elmer Y. Bretz, in the 
amount of $17,500.00, knowing that the person presenting the same was not the 
payee named and was not authorized to be credited with and not authorized 
to receive the proceeds thereof. 

The said grand jury further charges that Orville EB. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and de- 
fraud said bank, aid, abet, counsel, and procure the said defendant Edward 
A. Hintz, to wilfully misapply funds of said bank in the manner described 
above in this count: 


In violation of Sections 656 and 2 (a), Title 18, United States Code. 


FIFTEENTH COUNT 


The July 1956 grand jury further charges: 

That on or about September 12, 1955, in the Northern District of Lllinois, 
Eastern Division, Edward A. Hintz, a defendant herein, being then and there an 
officer of an insured bank, that is to Say, a bank ‘the deposits of which were in- 
sured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank 
& Trust Co., Chicago, Nlinois, with intent to injure and defraud said bank, did 
unlawfully and wilfully misapply moneys and funds of said bank and intrusted 
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defendant Edward A. Hintz by virtue of his official. position as said officer and 
without knowledge of said bank, did cause said sum to be paid out of the moneys 
and funds of said bank and intrusted to the care of said bank upon a presenta- 
tion to said hank of a warrant, sometimes referred to as a check, drawn by the 
{uditor of Public Accounts upon the Treasurer of the State of Illinois, dated 
September 12, 1955, payable to Steelograph, Inc., in the amount of $10,875.00, 
knowing that the person presenting the same was not the payee named and was 
t authorized to be eredited with and not authorized to receive the proceeds 
thereof 
The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully and with intent to injure and de- 
fraud said bank, aid, abet, counsel and procure the said defendant Edward A. 
Hintz to wilfully misapply funds of said bank in the manner described above 
in this count: 
ag violation of Sections 656 and 2 (a), Title 18, United States Code. 


SIXTEENTH COUNT 


The July 1956 grand jury further charges: 

That on or about September 12, 1955, in the Northern District of Illinois, 
Eastern Division, Edward A. Hintz, a defendant herein, being then and there an 
officer of an insured bank, that is to say, a bank the deposits of which were in- 
sured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank 
& Trust Co., Chicago, Illinois, with intent to injure and defraud said bank, did 
unlawfully and wilfully misapply moneys and funds of said bank and intrusted 
to the care of said bank, in the amount of $12,491.00, for the use, benefit and 
advantage of Orville E. Hodge and Edward A. Epping, hereinafter also named 
as defendants, and other persons to the said grand jury unknown, in that the 
defendant Edward A. Hintz by virtue of his official position as said officer and 
without knowledge of said bank, did cause said sum to be paid out of the moneys 
and funds of said bank and intrusted to the care of said bank upon a presenta- 
tion to said bank of a warrant, sometimes referred to as a check, drawn by the 
Auditor of Public Accounts upon the Treasurer of the State of Illinois, dated 
September 12, 1955, payable to Thomas W. Havey & Co., in the amount of 
$12,491.00, knowing that the person presenting the same was not the payee 
named and was not authorized to be credited with and not authorized to receive 
the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully and with intent to injure and de 
fraud said bank, aid, abet, counsel and procure the said defendant Edward A. 
Hintz to wilfully misapply funds of said bank in the manner described above 
in this count: 


In violation of Sections 656 and 2 (a), Title 18, United States Code. 


SEVENTEENTH COUNT 


The July 1956 grand jury further charges: 

That on or about September 12, 1955, in the Northern District of Illinois, 
Eastern Division, Bdward A. Hintz, a defendant herein, being then and there 
an officer of an insured bank, that is to say, a bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank 
& Trust Co., Chicago, Illinois, with intent to injure and defraud said bank, did 
unlawfully and wilfully misapply moneys and funds of said bank and intrusted 
to the care of said bank, in the amount of $9,124.00, fer the use, benefit and ad- 
vantage of Orville EK. Hodge and Edward A. Epping, hereinafter also named as 
defendants, and other persons to the said grand jury unknown, in that the de- 
fendant Edward A. Hintz by virtue of his official position as said officer and 
without knowledge of said bank, did cause said sum to be paid out of the moneys 
and funds of said bank and intrusted to the care of said bank upon a presenta- 
tion to said bank of a warrant, sometimes referred to as a check, drawn by the 
Auditor of Public Accounts upon the Treasurer of the State of Illinois, dated 
September 12, 1955, payable to Mackenzie Evans & Co., in the amount of $9,124.00, 
knowing that the person presenting the same was not the payee named and was 
nat auton to be credited with and not authorized to receive the proceeds 

ereot. - 

_The said grand jury further charges that Orville E. Hodge and Ddward A. 
Epping, defendants, did unlawfully, wilfully and with intent to injure and de- 
fraud said bank, aid, abet, counsel and procure the said defendant Edward A. 
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Hintz to willfully misapply funds of said bank in the manner described aboye in 
this count: 
In violation of Sections 656 and 2 (a), Title 18, United States Code. 


EIGHTEENTH COUNT 


The July 1956 grand jury further charges: 

That on or about September 12, 1955, in the Northern District of Iinois, 
Eastern Division, Edward A. Hintz, a defendant herein, being then and there 
an officer of an insured bank, that is to say, a bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank 
& Trust Co., Chicago, Illinois, with intent to injure and defraud said bank, dig 
unlawfully and wilfully misapply moneys and funds of said bank and intrusteq 
to the care of said bank, in the amount of $11,817.20, for the use, benefit ang 
advantage of Orville E. Hodge and Edward A. Epping, hereinafter also named 
as defendants, and other persons to the said grand jury unknown, in that the 
defendant Edward A. Hintz by virtue of his official position as said officer anq 
without knowledge of said bank, did cause said sum to be paid out of the moneys 
and funds of said bank and intrusted to the care of said bank upon a presenta- 
tion to said bank of a warrant, sometimes referred to as a check, drawn by the 
Auditor of Public Accounts upon the Treasurer of the State of Illinois, dated 
September 12, 1955, payable to David M. Saltiel & Son, in the amount of $11. 
817.20, knowing that the person presenting the same was not the payee named 
and was not authorized to be credited with and not authorized to receive the 
proceeds thereof. 

The said grand jury further charges that Orville BE. Hodge and Hdward A. 
Epping, defendants, did unlawfully, wilfully and with intent te injure and de. 
fraud said bank, aid, abet, counsel and procure the said defendant Edward A. 
Hintz to wilfully misapply funds of said bank in the manner described above in 
this count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


NINETEENTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about September 12, 1955, in the Northern District of Illinois, Rast- 
ern Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits ef which were insured by 
the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust Co., 
Chicago, Illinois, with intent to injure and defraud said bank, did unlawfully 
and wilfully misapply moneys and funds of said bank and intrusted to the care 
of said bank, in the amount of $8,512.85, for the use, benefit, and advantage of 
Orville E. Hodge and Edward A. Epping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown, in that the defendant Edward 
A. Hintz by virtue of his official position as said officer and without knowledge of 
said bank, did cause said sum to be paid out of the moneys and funds of said bank 
and intrusted to the care of said bank upon a presentation to said bank of a war- 
rant, sometimes referred to as a check, drawn by the Auditor of Publie Accounts 
upon the Treasurer of the State of Illinois, dated September 12, 1955, payable to 
Philip C. Gorrado & Co., in the amount of $8,512.85, knowing that the person pre- 
senting the same was not the payee named and was not authorized to be credited 
with and not authorized to receive the proceeds thereof. 

The said grand jury further charges that Orville B. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully and with intent to injure and defraud 
said bank, aid, abet, counsel, and procure the said defendant Hdward A. Hintz to 
wilfully misapply funds of said bank in the manner described above in this count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


TWENTIETH COUNT 


The July 1956 Grand Jury further charges: 

That on or about September 12, 1955, in the Northern District of Illinois, Eastern 
Division, Edward A. Hintz, a defendant herein, being. then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured by 
the Federal Deposit Insurance Corporation, to wit, Southmoor Bank’& Trust Co., 
Chicago, linois, with intent to injure and defraud said bank, did unlawfully 
and wilfully misapply moneys and funds of said bank and intrusted to the care 
of said bank, in the amount of $11,750.00, for the use, benefit, and advantage of 
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orville B. Hodge and Edward A. Hpping, hereinafter also named as defendants, 

i other persons to the said grand jury unknown, in that the defendant Edward 
*. Hintz by virtue of his official position as said officer and without knowledge 
of said bank, did cause said sum to be paid out of the moneys and funds of said 
bank and intrusted to the care of said bank upon presentation to said bank of a 
warrant, sometimes referred to as a check, drawn by the Auditor of Public Ac- 
counts upon the Treasurer of the State of Illinois, dated September 12, 1955, 
ayable to Hillison & Etten Co., in the amount of $11,750.00, knowing that the 
edn presenting the same was not the payee named and was not authorized to 
cs credited with and not authorized to receive the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and defraud 
said bank, aid, abet, counsel, and procure the said defendant Edward A. Hintz to 
wilfully misapply funds of said bank in the manner described above in this count : 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


TWENTY-FIRST COUNT 


The July 1956 Grand Jury further charges: 

That on or about September 12, 1955, in the Northern District of Illinois, 
Eastern Division, Edward A. Hintz, a defendant herein, being then and there an 
officer of an insured bank, that is to say, a bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank 
& Trust Co., Chicago, Illinois, with intent to injure and defraud said bank, did 
unlawfully and wilfully misapply moneys and funds of said bank and intrusted 
to the case of said bank, in the amoun of $11,650.00, for the use, benefit, and 
advantage of Orville B. Hedge and Edward A. Dpping, hereinfter also named as 
defendants, and other persons to the said grand jury unknown in that the 
defendant Edward A. Hintz by virtue of his official position as said officer and 
without knowledge of said bank, did cause said sum to be paid out of the moneys 
and funds of said bank and intrusted to the care of said bank upon a presentation 
to said bank of a warrant, sometimes refered to as a check, drawn by the 
Auditor of Public Accounts upon the Treasurer of the State of Illinois, dated 
September 12, 1955, payable to Wood River Print. & Pub. Co., in the amount of 
$11,650 knowing that the person presenting the same was not the payee named 
and was not authorized to be credited with and not authorized to receive the 
proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Hdward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant Edward A. 
Hintz to wilfully misapply funds of said bank in the manner described above in 
this count : 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


TWENTY-SECOND OOUNT 


The July 1956 Grand Jury further charges: 

That on or about July 1, 1955, in the Northern District of Hlinois, Hastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured by 
the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust 
Co., Chicago, Illinois, with intent to injure and defraud said bank, did unlawfully 
and wilfully misapply moneys and funds of said bank and intrusted to the care 
of said bank, in the amount of $20,000.00, for the use, benefit, and advantage of 
Orville E. Hodge and Bdward A. Hpping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown in that the defendant Edward 
E. Hintz by virtue of his official position as said officer and without knowledge 
of said bank, did cause said sum to be paid out of the moneys and funds of said 
bank and intrusted to the care of said bank upon a presentation to said bank 
of a warrant, sometimes referred to as a check, drawn by the Auditor of 
Public Accounts upon the Treasurer of the State of Illinois, dated June 28, 1955, 
payable to Elmer V. Bretz, General Contractor, in the amount of $20,000 
knowing that the person presenting the same was not the payee named and was 
= or to be credited with and not authorized to receive the proceeds 

ereor. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
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defraud said bank, aid, abet, counsel, and procure the said defendant Edward A 
Hintz to wilfully misapply funds of said bank in the manner described above jp 
this count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


TWENTY-THIRD COUNT 


The July 1956 Grand Jury further charges: 

That on or about October 15, 1955, in the Northern District of Illinois, Easterp 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured by 
the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust Co. 
Chicago, Illinois, with intent to injure and defraud said bank, did unlawfully 
and wilfully misapply moneys and funds of said bank and intrusted to the care 
of said bank, in the amount of $50,000.00, for the use, benefit, and advantage of 
Orville E. Hodge and Edward A. Epping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown in that the defendant, Edward 
A. Hintz, by virtue of his official position as said officer and without knowledge 
of said bank, did cause said sum to be paid out of moneys and funds of said 
bank and intrusted to the care of said bank upon a presentation to said bank 
of a warrant, sometimes referred to as a check, drawn by the Auditor of Public 
Accounts upon the Treasurer of the State of Illinois, dated October 13, 1955, 
payable to Fabric Crafts Sales Co., in the amount of $50,000.00, knowing that 
the person presenting the same was not the payee named and was not authorized 
to be credited with and not authorized to receive the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant, Edward 
A. Hintz, to wilfully misapply funds of said bank in the manner described above 
in this count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


TWENTY-FOURTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about October 15, 1955, in the Northern District of Illinois, Eastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured by 
the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust Co., 
Chicago, Illinois, with intent to injure and defraud said bank, did unlawfully 
and wilfully misapply moneys and funds of said bank and intrusted to the care 
of said bank, in the amount of $10,000.00, for the use, benefit, and advantage of 
Orville E. Hodge and Edward A. Epping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown in that the defendant, Edward 
A. Hintz, by virtue of his official position as said officer and without knowl- 
edge of said bank, did cause said sum to be paid out of moneys and funds 
of said bank and intrusted to the care of said bank upon a presentation to said 
bank of a warrant, sometimes referred to as a check, drawn by the Auditor of 
Public Accounts upon the Treasurer of the State of Illinois, dated October 15, 
1955, payable to Elmer J. Bretz, in the amount of $10,000.00, knowing that the 
person presenting the same was not the payee named and was not authorized to 
be credited with and not authorized to receive the proceeds thereof. 

The said grand jury further charges that Orville BE. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant, Edward 
A. Hintz, to wilfully misapply funds of said bank in the manner described above 
in this count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


TWENTY-FIFTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about October 15, 1955, in the Northern District of Mlinois 
Eastern Division, Edward A. Hintz, a defendant herein, being then and there 
an officer of an insured bank, that is to say, a bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank 
& Trust Co., Chicago, Dlinois, with intent to injure and defraud said bank, did 
unlawfully and wilfully misapply moneys and funds of said bank and intrusted 
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to the care of said bank, in the amount of $10,000.00 for the use, benefit and 
advantage of Orville E. Hodge and Edward A. Epping, hereinafter also named as 
defendants, and other persons to the said grand jury unknown, in that the 
jefendant Edward A. Hintz by virtue of his official position as said officer and 
-ithout knowledge of said bank, did cause said sum to be paid out of the moneys 
and funds of said bank and intrusted to the care of said bank upon presentation 
ro said bank of a warrant, sometimes referred to as a check, drawn by the 
Auditor of Public Accounts upon the Treasurer of the State of Illinois, dated 
October 15, 1955, payable to Mackenzie Evans & Co., in the amount of $10,000.00, 
knowing that the person presenting the same was not the payee named and was 
not authorized to be credited with and not authorized to receive the proceeds 
t eof. 

Othe said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant Edward 
4. Hintz to wilfully misapply funds of said bank in the manner described 
above in this count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


TWENTY-SIXTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about October 17, 1955, -in the Northern District of Illinois 
Eastern Division, Edward A. Hintz, a defendant herein, being then and there an 
officer of an insured bank, that is to say, a bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor 
Bank & Trust Co., Chicago, Illinois, with intent to injure and defraud said 
bank, did unlawfully and wilfully misapply money and funds of said bank and 
intrusted to the care of said bank, in the amount of $15,000.00, for the use, 
benefit and advantage of Orville E. Hodge and Edward A. Epping, hereinafter 
also named as defendants, and other persons to the said grand jury unknown 
in that the defendant Edward A. Hintz by virtue of his official position as said 
officer and without knowledge of said bank, did cause said sum to be paid 
out of the moneys and funds of said bank and intrusted to the care of said 
bank upon a presentation to said bank of a warrant, sometimes referred to as 
a check, drawn by the Auditer of Public Accounts upon the Treasurer of the 
State of Illinois, dated October 13, 1955, payable to Bert Allison & Co., in the 
amount of $15,000.00, knowing that the person presenting the same was not the 
payee named and was not authorized to be credited with and not authorized to 
receive the proceeds thereof. 

The said grand jury further charges that Orville EB. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully and with intent to injure and de- 
fraud said bank, aid, abet, counsel and procure the said defendant Edward A. 
Hintz to wilfully misapply funds of said bank in the manner described above 
in this count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


TWENTY-SEVENTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about December 2, 1955, in the Northern District of Illinois, East- 
ern Division, Edward A. Hintz, a defendant herein, being then and there an 
officer of an insured bank, that is to say, a bank the deposits of which were in- 
sured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank 
& Trust Co., Chicago, Illinois, with intent to injure and defraud said bank, did 
unlawfully and wilfully misapply moneys and funds of said bank and intrusted 
to the care of said bank, in the amount of $3,500.00, for the use, benefit, and 
advantage of Orville E. Hodge and Edward A. Epping, hereinafter also named 
as defendants, and other persons to the said grand jury unknown in that the 
defendant Edward A. Hintz, by virtue of his official position as said officer and 
without knowledge of said bank, did cause said sum to be paid out of the 
moneys and funds of said bank and intrusted to the care of said bank upon a 
presentation to said bank of a warrant, sometimes referred to as a check, drawn 
by the Auditor of Publie Accounts upon the Treasurer of the State of Illinois, 
dated December 2, 1955, payable to F. M. Mersinger & Co., in the amount of 
$3,500.00, knowing that the person presenting the same was not the payee named 
a a ee ae to be credited with and not authorized to receive the pro- 

S thereof. 
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The said grand jury further charges that Orville E. Hodge and Edwara A 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and de 
fraud said bank, aid, abet, counsel, and procure the said defendant Edward 4 
Hintz to wilfully misapply funds of said bank in the manner described above jp 
this count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code: 


TWENTY-EIGHTH COUNT 


The July 1956 Grand Jury further charges : 

That on or about December 15, 1955, in the Northern District of Illinois, Rast. 
ern Division, Edward A. Hintz, a defendant herein, being then and there an 
officer of an insured bank, that is to say, a bank the deposits of which were ip. 
sured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & 
Trust Co., Chicago, Illinois, with intent to injure and defraud said bank, did 
unlawfully and wilfully misapply moneys and funds of said bank and intrusteq 
to the care of said bank, in the amount of $6,500.00, for the use, benefit, and ad- 
vantage of Orville E. Hodge and Edward A. Epping, hereinafter also named as 
defendants, and other persons to the said grand jury unknown in that the de- 
fendant Edward A. Hintz by virtue of his official position as said officer and with- 
out knowledge of said bank, did cause said sum to be paid out of the moneys and 
funds of said bank and intrusted to the care of said bank upon a presentation 
to said bank of a warrant, sometimes referred to as a check, drawn by the Andi- 
tor of Public Accounts upon the Treasurer of the State of Illinois, dated De- 
cember 15, 1955, payable to Philip C. Corrado, in the amount of $6,500.00, know- 
ing that the person presenting the same was not the payee named and was not 
authorized to be credited with and not authorized to receive the proceeds 
thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and de 
fraud said bank, aid, abet, counsel, and procure the said defendant Edward A. 
Hintz to wilfully misapply funds of said bank in the manner described above 
in this count: 


In violation of Sections 656 and 2 (a), Title 18, United States Code. 
TWENTY-NINTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about December 15, 1955, in the Northern District of Illinois 
Eastern Division, Edward A. Hintz, a defendant herein, being then and there 
an officer of an insured bank, that is to say, a bank the deposits of which were 
insured by the federal Deposit Insurance Corporation, to wit, Southmoor Bank & 
Trust Co., Chicago, Illinois, with intent to injure and defraud said bank, did 
unlawfully and wilfully misapply moneys and funds of said bank and intrusted 
to the care of ‘said bank, in the amount of $4,485.40 for the use,«benefit, and 
advantage of Orville E. Hodge and Edward A. Epping, hereinafter also named 
as defendants, and other persons to the said grand jury unknown in that the 
defendant Edward A. Hintz, by virtue of his official position as said officer and 
without knowledge of said bank, did cause said sum to be paid out of the 
moneys and funds of said bank and intrusted to the care of said bank upon a 
presentation to said bank of a warrant, sometimes referred to as a check, drawn 
by the Auditor of Public Accounts upon the Treasurer of the State of Illinois, 
dated December 15, 1955, payable to Mackenzie Evans & Co., in the amount 
of $4,485.40, knowing that the person presenting the same was not the payee 
named and was not authorized to be credited with and not authorized to receive 
the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet counsel, and procure the said defendant Edward A. 
Hintz to wilfully misapply funds of said bank in the manner described above 
in this count: 


In violation of Sections 656 and 2 (a), Title 18, United States Code. 


THIRTIETH COUNT 


The July 1956 Grand Jury further charges: 

That on or about December 15, 1955, in the Northern District of Illinois Eastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured 
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hy the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust 
Co Chicago, Illinois, with intent to injure and defraud said bank, did unlaw- 
fully and wilfully misapply moneys and funds of said bank and intrusted to the 
care of said bank, in the amount of $3,750.00, for the use, benefit, and advantage 
of Orville E. Hodge and Edward A. Epping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown, in that the defendant Edward 
'\. Hintz, by virtue of his official position as said officer and without knowledge 
of said bank, did cause said sum to be paid out of the moneys and funds of said 
hank and intrusted to the care of said bank upon a presentation to said bank 
of a warrant, sometimes referred to as a check, drawn by the Auditor of Public 
,ecounts upon the Treasurer of the State of Illinois, dated December 15, 1955, 
payable to Ernest J. Hochfelder, in the amount of $3,750.00, knowing that the 
person presenting the same was not the payee named and was not anthorized 
to be credited with and not authorized to receive the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant, Edward A. 
Hintz, to wilfully misapply funds of said bank in the manner described above 
in this count: 

" i violation of Sections 656 and 2 (a), Title 18, United States Code. 


THIRTY-FIRST COUNT 


The July 1956 Grand Jury further charges: 

That on or about December 15, 1955, in the Northern District of Illinois, Bast- 
ern Division, Edward A. Hintz, a defendant herein, being then and there an 
officer of an insured bank, that is to say, a bank the deposits of which were in- 
sured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & 
Trust Co., Chicago, Illinois, with intent to injure and defraud said bank, did 
unlawfully and wilfully misapply moneys and funds of said Bank and intrusted 
to the eare of said bank, in the amount of $5,600.00 for the use, benefit, and ad- 
vantage of Orville E. Hodge and Edward A. Epping, hereinafter also named as 
defendants, and other persons to the said grand jury unknown, in that the de- 
fendant Edward A. Hintz by virtue of his official position as said officer and 
without knowledge of said bank, did cause said sum to be paid out of the moneys 
and funds of said bank and intrusted to the care of said bank upon a presenta- 
tion to said bank of a warrant sometimes referred to as a check, drawn by the 
Auditor of Public Accounts upon the Treasurer of the State of Illinois, dated 
December 15, 1955, payable to Hillison & Etten Co., in the amount of $5,600.00, 
knowing that the person presenting the same was not the payee named and was 
not authorized to be credited with and not authorized to receive the proceeds 
thereof. 

The said grand jury further charges that Orville B. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully and with intent to injure and de- 
fraud said bank, aid, abet, counsel, and procure the said defendant Bdward A. 
Hintz to wilfully misapply funds of said bank in the manner described above in 
this count: ‘ 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


THIRTY-SECOND COUNT 


The July 1956 Grand Jury further charges: 

Tbat on or about December 15, 1955, in the Northern District of Illinois, East- 
ern Division, Edward A. Hintz, a defendant herein, being then and there an 
officer of an insured bank, that is to say, a bank the deposits of which were in- 
sured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & 
Trust Co., Chicago, Illinois, with intent to injure and defraud said bank, did 
unlawfully and wilfully misapply moneys and funds of said bank and intrusted 
to the care of said bank, in the amount of $5,250.00, for the use, benefit, and ad- 
vantage of Orville E. Hodge and Edward A. Bpping, hereinafter also named as 
defendant, and other persons to the said grand jury unknown, in that the de- 
fendant Edward A. Hintz by virtue of his official position as said officer and with- 
out knowledge of said bank, did cause said sum to be paid out of the moneys and 
funds of said bank and intrusted to the care of said bank upon a presentation 
to said bank of a warrant, sometimes referred to as a check, drawn by the Audi- 
tor of Public Accounts upon the Treasurer of the State of Illinois, dated December 
15, 1955, payable to Morris Alexander, in the amount of $5,250.00, knowing that 
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the person presenting the same was not the payee named and was not autho;. 
ized to be credited with and not authorized to receive the proceeds thereof. 

The said grand jury further charges that Orville B. Hodge and Edward 4 
Epping, Defendants, did unlawfully, wilfully and with intent to injure and de. 
fraud said bank, aid, abet, counsel, and procure the said defendant Biwarg 4 
Hintz to wilfully misapply funds of said bank in the manner described above jy 
this count: 


In violation of Section 656 and 2 (a), Title 18, United States Code. 


THIRTY-THIRD COUNT 


The July 1956 Grand Jury further charges: 

That on or about December 15, 1955, in the Northern District of Thlinois, 
astern Division, Edward A. Hintz, a defendant herein, being then and there 
an officer of an insured bank, that is to say, a bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor Ban; 
& Trust Co., Chicago, Illinois, with intent to injure and defraud said bank, 
did unlawfully and wilfully misapply moneys and funds of said bank and 
intrusted to the care of said bank, in the amount of $10,250.00, for the use, 
benefit and advantage of Orville E. Hodge and Edward A. Epping, hereinafter 
also named as defendants, and other persons to the said grand jury unknown, ip 
that the defendant Edward A. Hintz by virtue of his official position as saiq 
officer and without knowledge of said bank, did cause said sum to be paid out of 
the moneys and funds of said bank and intrusted to the care of said bank upon 
a presentation to said bank of a warrant, sometimes referred to as a check, 
drawn by the Auditor of Public Accounts upon the Treasurer of the State of 
Illinois, dated December 15, 1955, payable to Harold Crost, in the amount of 
$10,250.00, knowing that the person presenting the same was not the payee named 
and was not authorized to be credited with and not authorized to receive the 
proceeds thereof. 

The said grand jury further charges that Orville BE. Hodge and Bdward A. 
lWpping, defendants, did unlawfully, wilfully and with intent to injure and 
defraud said bank, aid, abet, counsel and procure the said defendant Edward 
A. Hintz to wilfully misapply funds of said bank in the manner described above 
in this count: 


In violation of Sections 656 and 2 (a), Title 18, United States Code. 


THIRTY-FOURTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about January 13, 1956, in the Northern District of Illinois, Eastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured 
by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust 
Co., Chicago, Illinois, with intent to injure and defraud said bank, did unlawfully 
and wilfully misapply moneys and funds of said bank and intrusted to the care 
of said bank, in the amount of $28,750.00, for the use, benefit, and advantage 
of Orville E. Hodge and Edward A. Epping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown, in that the defendant Edward 
A. Hintz by virtue of his official position as said officer and without knowledge 
of said bank, did cause said sum to be paid out of the moneys and funds of said 
bank and intrusted to the care of said bank upon a presentation to said bank 
of a warrant, sometimes referred to as a check, drawn by the Auditor of Public 
Accounts upon the Treasurer of the State of Illinois, dated January 10, 1956, 
payable to Elmer J. Bretz, in the amount of $28,750.00, knowing that the person 
presenting the same was not the payee named and was not authorized to be 
credited with and not authorized to receive the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant Edward 
A. Hintz to wilfully misapply funds of said bank in the manner described above 
in this count: 


In violation of Sections 656 and 2 (a), Title 18, United States Code. 


THIRTY-FIFTH COUNT 


The July 1956 Grand Jury further charges: 


That on or about January 13, 1956, in the Northern District of Illinois, 
Eastern Division, Edward A. Hintz, a defendant herein, being then an¢ there 
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an officer of an insured bank, that is to say, a bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor 
Bank & Trust Co., Chicago, Illinois, with intent to injure and defraud said 
bank, did unlawfully and wilfully misapply moneys and funds of said bank 
and intrusted to the care of said bank, in the amount of $29,500.00, for the use, 
penefit, and advantage of Orville E. Hodge and Edward A. Epping, hereinafter 
aiso named as defendants, and other persons to the said grand jury unknown, 
in that the defendant Edward A. Hintz by virtue of his official position as said 
oficer and without knowledge of said bank, did cause said sum to be paid out 
of the moneys and funds of said bank and intrusted to the care of said bank 
upon a presentation to said bank of a warrant sometimes referred to as a check, 
drawn by the Auditor of Public Accounts upon the Treasurer of the State of 
Illinois, dated January 12, 1955, payable to Elmer J. Bretz, in the amount of 
$29,500.00, knowing that the person presenting the same was not the payee 
named and was not authorized to be credited with and not authorized to receive 
the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant Edward 
A. Hintz to wilfully misapply funds of said bank in the manner described above 
i: this count: 
; In violation of Sections 656 and 2 (a), Title 18, United States Code: 


THIRTY-SIXTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about January 27, 1956, in the Northern District of Mlinois, 
Eastern Division, Edward A. Hintz, a defendant herein, being tlien and there 
an officer of an insured bank, that is to say, a bank the deposits of which 
were insured by the Federal Deposit Insurance Corporation, to wit, Southmoor 
Bank & Trust Co., Chicago, Illinois, with intent to injure and defraud said 
bank, did unlawfully and wilfully misapply moneys and funds of said bank 
and intrusted to the eare of said bank, in the amount of $11,416.00, for the 
use, benefit, and advantage of Orville E. Hodge and Edward A. Epping, here- 
inafter also named as defendants, and other persons to the said grand jury 
unknown, in that the defendant Edward A. Hintz by virtue of his official posi- 
tion as said officer and without knowledge of said bank, did cause said sum to 
be paid out of the moneys and funds of said bank and intrusted to the care of 
said bank upon a presentation to said bank of a warrant, sometimes referred 
to as a check, drawn by the Auditor of Public Accounts upon the Treasurer 
of the State of Illinois, dated January 25, 1956, payable to Elmer J. Bretz, 
in the amount of $11,416.00, knowing that the person presenting the same was 
not the payee named and was not authorized to be credited with and not au- 
thorized to receive the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and de- 
fraud said bank, aid, abet, counsel, and procure the said defendant Edward 
A. Hintz to wilfully misapply funds of said bank in the manner described above 
in this count: 


In violation of Sections 656 and 2 (a), Title 18, United States Code. 


THIRTY-SEVENTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about April 9, 1956, in the Northern District of Illinois, Bastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured by 
the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust 
Co., Chicago, Illinois, with intent to injure and defraud said bank, did unlaw- 
fully and wilfully misapply moneys and funds of said bank and intrusted to 
the care of said bank, in the amount of $8,319.45, for the use, benefit and ad- 
vantage of Orville E. Hodge and Edward A. Epping, hereinafter also named as 
defendants, and other persons to the said grand jury unknown, in that the de- 
fendant Edward A. Hintz by virtue of his official position as said officer and 
without knowledge of said bank, did cause said sum to be paid out of the moneys 
and funds of said bank and intrusted to the care of said bank upon a presenta- 
ion to said bank of a warrant, sometimes referred to as a check, drawn by the 
Auditor of Public Accounts upon the Treasurer of the State of Illinois, dated 
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April 9, 1956, payable to Philip ©. Corrado & Co., in the amount of $8,319.45, 
knowing that the person presenting the same was not the payee named and was 
not authorized to be credited with and not authorized to receive the proceeds 
thereof. : 

The said grand jury further charges that Orville BE. Hodge and Edward 4. 
Epping, defendants, did unlawfully, wilfully and with intent to injure and de 
fraud said bank, aid, abet, counsel and procure the said defendant Edward 4. 
Hintz to wilfully misapply funds of said bank in the manner described above jp 
this count: : 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


THIRTY-EIGHTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about April 10, 1956, in the Northern District of Mlinois, Bastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured 
by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust 
Co., Chicago, Illinois, with intent to injure and defraud said bank, did uniaw- 
fully and wilfully misapply moneys and funds of said bank and intrusted to 
the care of said bank, in the amount of $8,495.00, for the use, benefit and ad- 
vantage of Orville E. Hodge and Edward A. Epping, hereinafter also named as 
defendants, and other persons to the said grand jury unknown, in that the 
defendant Edward A. Hintz by virtue of his official position as said officer 
and without knowledge of said bank, did cause said sum to be paid out of the 
moneys and funds of said bank and intrusted to the care of said bank upon a 
presentation to said bank of a warrant, sometimes referred to as a check, drawn 
by the Auditer of Publie Accounts upon the Treasurer of the State of Illinois, 
dated April 9, 1956, payable to Hillison & Etten Co., in the amount of $8,495.00, 
knowing that the person presenting the same was not the payee named and was 
not authorized to be credited with and not authorized to receive the proceeds 
thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully and with intent to injure and de- 
fraud said bank, aid, abet, counsel and procure the said defendant Edward A. 
Hintz to wilfully misapply funds of said bank in the manner described aboye 
in this count: 


In violation of Sections 656 and 2 (a), Title 18, United States Code. 


THIRTY-NINTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about April 10, 1956, in the Northern District of Illinois, Eastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer of 
an insured bank, that is to say, a bank the deposits of which were insured by the 
Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust Co., 
Chicago, Illinois, with intent to injure and defraud said bank, did unlawfully and 
wilfully misapply moneys and funds of said bank and intrusted to the care of 
said bank, in the amount of $3,750,000, for the use, benefit, and advantage of Orville 
E. Hodge and Edward A, Epping, hereinafter also named as defendants, and other 
persons to the said grand jury unknown, in that the defendant Edward A. Hintz 
by virtue of his official position as said officer and without knowledge of said 
bank, did cause said sum to be paid out of the moneys and funds of said bank 
and intrusted to the care of said bank upon a presentation to said bank of a war- 
rant, sometimes referred to as a check, drawn by the Auditor of Public Accounts 
upon the Treasurer of the State of Illinois, dated April 9, 1956, payable to Wm. 
Lydon, in the amount of $3,750.00, knowing that the person presenting the same 
was not the payee named and was not authorized to be credited with and not 
authorized to receive the proceeds thereof, 

The said grand jury further charges that Orville B. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and defraud 
said bank, aid, abet, counsel, and procure the said defendant Edward A. Hintz 
to wilfully misapply funds of said bank in the manner described above in this 
count: 


In violation of Sections 656 and 2(a), Title 18, United States Code. 
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FORTIETH COUNT 


rhe July 1956 Grand Jury further charges: ; aa 

That on or about April 10, 1956, in the Northern District of Illinois, Pastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer of 
an insured bank, that is to say, a bank the deposits of which were insured by the 
Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust Co., 
Chicago, Illinois, with intent to injure and defraud said bank, did unlawfully 
and wilfully misapply moneys and funds of said bank and intrusted to the care 
of said bank, in the amount cf $6,500.00, for the use, benefit, and advantage of 
Orville E. Hodge and Edward A. Epping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown, in that the defendant Edward 
\. Hintz by virtue of his official position as said officer and without knowledge of 
said bank, did cause said sum to be paid out of the moneys and funds of said bank 
and intrusted to the care of said bank upon a presentation to said bank of a 
warrant, sometimes referred to aS a check, drawn by the Auditor of Public 
Accounts upon the Treasurer of the State of Illinois, not dated, payable te Morris 
Alexander, in the amount of $6,500.00, knowing that the person presenting the 
same was not the payee named and was not authorized to be credited with and 
not authorized to receive the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and defraud 
said bank, aid, abet, counsel, and procure the said defendant Edward A. Hintz 
to wilfully misapply funds of said bank in the manner described above in this 
count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


FORTY-FIRST COUNT 


The July 1956 Grand Jury further charges : 

That on or about April 10, 1956, in the Northern District of Illinois, Eastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured 


by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust 
Co., Chicago, Illinois, with intent to injure and defraud said bank, did unlaw- 
fully and wilfully misapply moneys and funds of said bank and intrusted to 
the care of said bank, in the amount of $4,280.00, for the use, benefit, and 
advantage of Orville E. Hodge and Edward A. Epping, hereinafter also named 
as defendants, and other persons to the said grand jury unknown, in that the 
defendant Edward A, Hintz, by virtue of his official position as said officer and 
without knowledge of said bank, did cause said sum to be paid out of the 
moneys and funds of said bank and intrusted to the care of said bank upon 
a presentation to said bank of a warrant, sometimes referred to as a check, 
drawn by the Auditor of Public Accounts upon the Treasurer of the State of 
Illinois, dated April 9, 1856, payable to Mackenzie Evans & Co., in the amount 
of $4,280.00, knowing that the person presenting the same was not the payee 
named and was not authorized to be credited with and not authorized to receive 
the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Bdward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant, Edward A. 
Hintz, to wilfully misapply funds of said bank in the manner deseribed above 
in this ¢ount: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


FORTY-SECOND COUNT 


The July 1956 Grand Jury further charges: 

That on or about, April 10, 1956, in the Northern District of Illinois, Eastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured 
by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust 
Co,, Chicago, Illinois, with intent to injure and defraud said bank, did unlaw- 
fully and wilfully ny moneys and funds of said bank and intrusted to 
the care of said bank, in the amount of $15,000.00, for the use, benefit, and 
advantage of Orville E. Hodge and Edward A. Epping, hereinafter also riamed 
as defendants, and ether persons te the said grand jury unknown, in that 
the defendant, Edward A. Hintz, by virtue of his official position as said officer 
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and without knowledge of said bank, did cause said sum to be paid out of the 
moneys and funds of said bank and intrusted to the care of said bank upon 
a presentation to said bank of a warrant, sometimes referred to as a check 
drawn by the Auditor of Public Accounts upon the Treasurer of the State of 
Illinois, dated April 9, 1956, payable to Office Supply & Equip. Co., in the 
amount of $15,000.00, knowing that the person presenting the same was not 
the payee named and was not authorized to be credited with and not authorized 
to receive the proceeds thereof. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant, Edward A. 
Hintz, to wilfully misapply funds of said bank in the manner described above 
in this count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


FORTY-THIRD COUNT 


The July 1956 Grand Jury further charges: 

That on or about January 13, 1954, in the Northern District of Illinois, Eastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured by 
the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust Co., 
Chicago, Illinois, with intent to injure and defraud said bank, did unlawfully and 
wilfully misapply moneys and funds of said bank and intrusted to the care of 
said bank, in the amount of $8,200.00, for the use, benefit, and advantage of 
Orville E. Hodge and Edward A. Epping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown, in that the defendant Edward 
A. Hintz by virtue of his official position as said officer and without knowledge 
of said bank, did cause said sum to be paid out of the moneys and funds of said 
bank and intrusted to the care of said bank by cashing a check drawn by Orville 
E. Hodge as Auditor of Public Accounts of the State of Illinois upon the Spring- 
field Marine Bank, Springfield, Illinois, dated on or about January 12, 1954, 
payable to the Southmoor Bank & Trust Co. in the amount of $8,200.00, and by 
segregating and making available the proceeds thereof to the personal order of 
Orville E. Hodge and Margaret D. Hodge, his wife. 

The said grand jury further charges that Orville BE. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to inujre and de- 
fraud said bank, aid, abet, counsel, and procure the said defendant Edward A. 
Hintz to wilfully misapply funds of said bank in the manner described above in 
this count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


FORTY-FOURTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about January 28, 1954, in the Northern District of Illinois, Eastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured by 
the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust Co., 
Chicago, Illinois, with intent to injure and defraud said bank, did unlawfully and 
wilfully misapply moneys and funds of said bank and intrusted to the care of 
said bank, in the amount of $14,500.00, for the use and benefit and advantage of 
Orville BE. Hodge and Edward A. Epping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown, in that the defendant Edward 
A. Hintz by virtue of his official position as said officer and without knowledge 
of said bank, did cause said sum to be paid out of the moneys and funds of said 
bank and intrusted to the care of said bank by cashing a check drawn by Orville 
E. Hodge as Auditor of Public Accounts of the State of Illinois, upon the Spring- 
field Marine Bank, Springfield, Illinois, dated on or about January 28, 1954, 
payable to the Southmoor Bank & Trust Co, in the amount of $14,500.00, and by 
segregating and making available the proceeds thereof to the personal order of 
Orville E. Hodge and Margaret D. Hodge, his wife. 

The said grand jury further charges that Orville BE. Hodge and Bdward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defrand said bank, aid, abet, counsel, and procure the said defendant Edward A. 
Hintz to wilfully misapply funds of said bank in the manner described in this 
count : 

In violation of Sections 656 and 2 (a), Title 18, United States Code, 
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FORTY-FIFTH COUNT 


56 Grand Jury further charges: 

aay ae Sacones 3, 1954, in the Northern District of Illinois, Eastern 
pivision, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured by 
the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust Co., 
Chicago, Illinois, with intent to injure and defraud said bank, did unlawfully 
and wilfully misapply moneys and funds of said bank and intrusted to the care 
of said bank, in the amount of $36,500.00, for the use, benefit, and advantage of 
Orville E. Hodge and Edward A. Epping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown, in that the defendant, Edward 
‘\. Hintz, by virtue of his official position as said officer and without knowledge 
of said bank, did cause said sums to be paid out of the moneys and funds of said 
hank and intrusted to the care of said bank by cashing a check drawn by Orville 
E. Hodge as Auditor of Public Accounts of the State of Illinois upon the Spring- 
field Marine Bank, Springfield, Illinois, dated on or about February 3, 1954, pay- 
able to the Southmoor Bank & Trust Co., in the amount of $36,500.00, and by 
segregating and making available the proceeds thereof to the personal order of 
Orville E. Hodge and Margaret D. Hodge, his wife. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant, Edward 
A. Hintz, to wilfully misapply funds of said bank in the manner described in 

is count : 
ve! violation of Sections 656 and 2 (a), Title 18, United States Code. 


FORTY-SIXTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about March 11, 1954, in the Northern District of Illinois, Eastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured 
by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust 
Co., Chicago, Illinois, with intent to injure and defraud said bank, did unlaw- 
fully and wilfully misapply money and funds of said bank and intrusted to the 
care of said bank, in the amount of $4,523.00, for the use, benefit, and advantage 
of Orville E. Hodge and Edward A. Epping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown, in that the defendant, Edward 
A. Hintz, by virtue of his official position as said officer and without knowledge 
of said bank, did cause said sum to be paid out of the moneys and funds of said 
bank and intrusted to the care of said bank by cashing a check drawn by Orville 
E. Hodge as Auditor of Publie Accounts of the State of Illinois upon the Spring- 
field Marine Bank, Springfield, Illinois, dated on or about March 11, 1954, pay- 
able to the Southmoor Bank & Trust Co., in the amount of $4,523.00, and by 
segregating and making available the proceeds thereof to the personal order of 
Orville E. Hodge and Margaret D. Hodge, his wife. 

The said grand jury further charges that Orville EB. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant, Edward 
5 ys. to wilfully misapply funds of said bank in the manner described in 
this count: 


In violation of Sections 656 and 2 (a), Title 18, United States Code. 


FORTY-SEVENTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about March 11, 1954, in the Northern District of Illinois, Eastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured 
by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust 
Co., € hicago, Illinois, with intent to injure and defraud said bank, did unlawfully 
and wilfully misapply moneys and funds of said bank intrusted to the care of 
said bank, in the amount of $30,000.00, for the use, benefit, and advantage of 
Orville E. Hodge and Edward A. Epping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown, in that the defendant Edward 
A. Hintz by virtue of his official position as said officer and without knowiedge 
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of said bank, did cause said sum to be paid out of the moneys and funds of saigq 
bank and intrusted to the care of said bank by cashing a check drawn by Orville 
E. Hodge as Auditor of Public Accounts of the State of Tilinois, upon the Spring. 
field Marine Bank, Springfield, Mlinois, dated on or about March 11, 1954, payable 
to the Southmoor Bank & Trust Co. in the amount of $30,000.00, and by segre. 
gating and making available the proceeds thereof to the personal order of Oryijjje 
E. Hodge and Margaret D. Hodge, his wife. 

The said grand jury further charges that Orville BE. Hodge and Bdward A 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant Baward 
A. Hintz to wilfully misapply funds of said bank in the manner described in this 
eount. 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


FORTY-EIGHTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about May 10, 1954, in the Northern District of Illinois, Eastern 
Division, Edward A. Hintz, a defendant herein, being then and there an officer 
of an insured bank, that is to say, a bank the deposits of which were insured by 
the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust Co.. 
Chicago, Hlinois, with intent to injure and defraud said bank, did unlawfully 
and wilfully misapply moneys and funds of said bank and intrusted to the care 
of said bank, in the amount of $50,672.50, for the use, benefit, and advantage of 
Orville E. Hodge and Edward A. Epping, hereinafter also named as defendants, 
und other persons to the said grand jury unknown, in that the defendant Edward 
A. H-ntz by virtue of his official position as said officer and without knowledge 
of said bank, did cause said sum_to be paid out of the moneys and funds of said 
bank and intrusted to the care of said bank by cashing a check drawn by Orville 
Ix. Hodge as Auditor of Public Accounts of the State of Illinois, upon the Spring- 
field Maritie Bank, Springfield, Illinois, dated on or about May 10, 1954, payable 
to the Southmoor Bank & Trust Co. in the amount of $50,672.50, and by segregat- 
ing and making available the proceeds thereof to the personal order of Orville 
E. Hodge and Margaret D. Hodge, his wife. 

The said grand jury further charges that Orville E. Hodge and Edward A, 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant Edward 
A. Hintz to wilfully misapply funds of said bank in the manner described in 
this count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


FORTY-NINTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about July 27, 1954, in the Northern District of Illinois, East- 
ern Division, Edward A. Hintz, a defendant herein, being then and there an 
officer of an insured bank, that is to say, a bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank 
& Trust Co., Chicago, Illinois, with intent to injure and défraud said bank, did 
unlawfully and willfully misapply moneys and funds of said bank and in- 
trusted to the care of said bank, in the amount of $55,000.00, for the use, bene- 
fit and advantage of Orville E. Hodge and Edward A. Epping, hereinafter also 
named as defendants, and other persons to the said grand jury unknown, in 
that the defendant Edward A. Hintz by virtue of his official position as said 
officer and without knowledge of said bank, did cause said sum to be paid out 
of the moneys and funds of said bank and intrusted to the care of said bank by 
cashing a check drawn by Orville E. Hodge as Auditor of Public Accounts of the 
State of Illinois, upon the Springfield Marine Bank, Springfield, Illinois, dated 
on or about July 27, 1954, payable to the Southmoor Bank & Trust Co. in the 
amount of $55,000.00, and by segregating and making available the proceeds 
thereof to the personal order of Orville E. Hodge and Margaret D. Hodge, his 
wife. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, willfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant Edward A. 
Hintz to willfully misapply funds to said bank in the manner described in this 
count: 


In violation of Sections 656 and 2 (a), Title 18, United States Code. 
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FIFTIETH COUNT 


The July 1956 Grand Jury further charges : 

That on or about August 17, 1954, in the Northern District of Hlinois, Hast- 
ern Division, Edward A. Hintz, a defendant herein, being then and there an 
officer of an insured bank, that is to say, a bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank 
& Trust Co., Chicago, Illinois, with intent to injure and defraud said bank, did 
unlawfully and willfully misapply moneys and funds of said bank and intrusted 
to the care of said bank, in the amount of $50,000.00, for the use, benefit, and 
advantage of Orville E. Hodge and Edward A. Epping, hereinafter also named 
as defendants, and other persons to the grand jury unknown, in that the de- 
fendant Edward A. Hintz by virtue of his official position as said officer and 
without knowledge of said bank, did cause said sum to be paid out of the 
moneys and funds of said bank and intrusted to the care of said bank by cash- 
ing a check drawn by Orivlle E. Hodge as Auditor of Public Accounts of the 
State of Illinois, upon the Springfield Marine Bank, Springfield, Illinois, dated 
on or about August 17, 1954, payable to the Southmoor Bank & Trust Co. in 
the amount of $50,000.00 and by segregating and making available the proceeds 
thereof to the personal order of Orville E. Hodge and Margaret D. Hodge, 
his wife. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, willfully, and with intent to injure and 
defraud said bank, aid, abet, counsel, and procure the said defendant Edward A. 
Hintz to willfully misapply funds of said bank in the manner described in this 
count: 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


FIFTY-FIRST COUNT 


The July 1956 Grand Jury further charges: 

That on or about September 22, 1954, in the Northern District of Dlinois, 
Eastern Division, Edward A. Hintz, a defendant herein, being then and there 
an officer of an insured bank, that is to say, a bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & 
Trust Co., Chicago, Illinois, with intent to injure and defraud said bank, did 
unlawfully and wilfully misapply moneys and funds of said bank and intrusted 
to the care of said bank, in the amount of $36,788.10, for the use, benefit, and 
advantage of Orville E. Hodge and Edward A. Epping. hereinafter also named 
us defendants, and other persons to the said grand jury unknown, in that the 
defendant Edward A. Hintz by virtue of his official position as said officer and 
without knowledge of said bank, did cause said sum to be paid out of the moneys 
and funds of said bank and intrusted to the care of said bank by cashing a check 
drawn by Orville E. Hodge as Auditor of Public Accounts of the State of Illinois, 
upon the Springfield Marine Bank, Springfield, Illinois, dated on or about Septem- 
ber 22, 1954, payable to the Southmoor Bank & Trust Co., in the amount of 
$36,788.10, and by segregating and making available the proceeds thereof to the 
personal order of Orville E. Hodge and Margaret D. Hodge, his wife. 

The said grand jury further charges that Orville BE. Hodge and Bdward A. 
Hintz to wilfully misapply funds of said bank in the manner described in this 
fraud said bank, aid, abet, counsel, and procure the said defendant Edward A. 
Hintz to wilfully misapply funds of said bank in the manner described in this 
count : 

In violation of Sections 656 and 2 (a), Title 18, United States Code. 


FIFTY-SECOND COUNT 


The July 1956 Grand Jury further charges: 

That on: or about October 7, 1954, in thé Northern District of Illinois, 
Eastern Division, Edward A. Hintz, a defendant herein, being then and there an 
officer of an insured bank, that is to say, a bank the deposits of which were insured 
by the Federal Deposit Insurance Corporation, to wit, Southmoor Bank & Trust 
Co., Chicago, Illinois, with intent to injure and defraud said bank, did unlawfully 
and wilfully misapply moneys and funds of said bank and intrusted to the care 
of said bank, in the amount of $35,000.00, for the use, benefit, and advantage of 
Orville E. Hodge and Edward A. Bpping, hereinafter also named as defendants, 
and other persons to the said grand jury unknown, in that the defendant Edward 
A. Hintz by virtue of his official position as said officer and without knowledge 

83551—56—pt. 2——_56 : : 
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of said bank, did cause said sum to be paid out of the moneys and funds of saiq 
bank and intrusted to the care of said bank by cashing a check drawn by Orville 
E. Hodge as Auditor of Public Accounts of the State of Illinois, upon the Spring- 
field Marine Bank, Springfield, Illinois, dated on or about October 7, 1954, payable 
to the Southmoor Bank & Trust Co., in the amount of $35,000.00, and by segre 
gating and making available the proceeds thereof to the personal order of Orville 
E. Hodge and Margaret D. Hodge, his wife. 

The said grand jury further charges that Orville E. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully, and with intent to injure and de- 
fraud said bank, aid, abet, counsel, and procure the said defendant Edward A. 
Hintz to wilfully misapply funds of said bank in the manner described in this 
count: 


In violation of Sections 656 and 2 (a), Title 18, United States Code. 


FIFTY-THIRD COUNT 


The July 1956 Grand Jury further charges: 

That on or about November 5, 1954, in the Northern District of Illinois, East- 
ern Division, Edward A. Hintz, a defendant herein, being then and there an 
officer of an insured bank, that is to say, a bank the deposits of which were 
insured by the Federal Deposit Insurance Corporation, to wit, Southmoor 
Bank & Trust Co., Chicago, Illinois, with intent to injure and defraud said 
bank, did unlawfully and wilfully misapply moneys and funds of said bank and 
intrusted to the care of said bank in the amount of $35,000.00, for the use, 
benefit and advantage of Orville E. Hodge and Edward A. Epping, hereinafter 
also named as defendants, and other persons to the said grand jury unknown, 
in that the defendant Edward A. Hintz by virtue of his official position as said 
officer and without knowledge of said bank, did cause said sum to be paid out 
of the moneys and funds of said bank and intrusted to the care of said bank by 
cashing a check drawn by Orville E. Hodge as Auditor of Public Accounts of 
the State of Illinois, upon the Springfield Marine Bank, Springfield, Mlinois, 
dated on or about November 5, 1954, payable to the Southmoor Bank & Trust Co., 
in the amount of $35,000.00, and by segregating and making available the pro- 
ceeds thereof to the personal order of Orville E. Hodge and Margaret D. Hodge, 
his wife. 

The said grand jury further charges that Orville EB. Hodge and Edward A. 
Epping, defendants, did unlawfully, wilfully and with intent to injure and de 
fraud said bank, aid, abet, counsel and procure the said defendant Bdward A. 
Hintz to wilfully misapply funds of said bank in the manner described in this 
count. 

In violation of sections 656 and 2 (a), Title 18, United States Code. 


FIFTY-FOURTH COUNT 


The July 1956 Grand Jury further charges: 

That on or about December 10, 1953, and continuously thereafter up to and 
including the date of the return of this indictment in the Northern District of 
Illinois, Eastern Division, Edward A. Hintz, Orville E. Hodge, and Edward A. 
Epping, defendants, did conspire, combine, confederate and agree together and 
with divers other persons to the said grand jurors unknown to commit offenses 
against the United States, that is to say, the offenses described and set forth 
in the preceding counts of this indictment, which said descriptions are incor- 
porated herein by reference and made a part hereof, as though fully set forth 
herein, and in pursuance and in furtherance of said unlawful conspiracy and to 
effect the object of the same, did and performed the following overt octs: 


OVERT ACTS 


1. The defendants herein did do the acts set forth in the preceding counts of 
this indictment on or about the dates and in the manner therein set forth, all 
of which are incorporated by reference and made a part hereof as though fully 
set forth herein. 

2. On or about December 10, 1953, defendant, Edward A. Hintz, visited the 
Chicago office of the defendant, Orville E. Hodge, and had a conversation with 
him. 

3. On or about October 14, 1955, defendants, Orville E. Hodge and Edward A. 
Epping, arrived at Meigs Field airport, Chicago, Illinois, and there met a mes- 
senger from the Southmoor Bank & Trust Co. sent by defendant Edward A. 
Hintz. 
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4. On or about December 1, 1955, defendant, Edward A. Epping, visited the 
gouthmoor Bank & Trust Co. and had a conversation with defendant, Edward A. 
Oe ae or about April 20, 1956, defendant, Orville BE. Hodge, made a telephone 
call to defendant, Edward A. Hintz, from Lake Springfield, Illinois, to Chicago, 
Ge or about April 20, 1956, defendant, Edward A. Epping, visited the South- 
moor Bank & Trust Co. and had a conversation with defendant, Edward A. Hintz. 

7. On or about June 15, 1956, defendant, Edward A. Hintz, visited defendant, 
Orville E. Hodge, at the Drake Hotel in Chicago, Dlinois, and had a-conversation 

rith him. 
TT On or about July 2, 1956, defendants, Orville E. Hodge, Edward A. Epping, 
and Edward A. Hintz, had a meeting at Lake Springfield, Illinois: 

In violation of Section 371, Title 18, United States Code. 

A True BILL: 

—_—_— , Foreman. 
—_ , United States Attorney. 


REpoRT OF THE ExTENDED AvGusT 1956 GraNp Jury, CouNTy or Coox, STATE or 
ILLINOIS 


To the Honorable Wilbert F. Crowley, Chief Justice of the Criminal Court of 
Cook County: 


We, the Extended August Grand Jury A. D., 1956, have been in session from 
August 6, 1956 until September 28, 1956. 

On August 31, 1956, our term as Grand Jurors was extended by proper petition 
brought by the State’s Attorney of Cook County for a period of thirty days for 
the purpose of considering and investigating the following matters to wit: 

1. Any violations of law resulting from any donations, contributions or 
payments of emoluments, perquisites, or other things of value to public 
officials for other persons for them by banks or other depositaries, on account 
of deposit of public funds or monies. 

2. Any violations of law conneeted with the handling and costs incurred 
in the distribution of Federally donated commodities to State of Illinois and 
for Cook County, public schools and institutions and or any or all other 
institutions entitled to receive such commodities. 

During this extended period of our service we heard a great number of 
witnesses including the testimony of every witness that we, the Grand Jury 
deemed necessary for a complete disclosure involving the two aforementioned 
investigations. After hearing the complete testimony, we have returned four 
Indictments which are presently pending before the Criminal Court of Cook 
County. 

In addition to the Indictments already returned, we beg to report as follows: 

1. We find from our investigation that during the past three administra- 
tions of the County Treasurer’s office it has been the practice, and a legal 
one, for the County Treasurers to deposit the County -fands im what is 
known as “Demand Deposits.” Under the law the banks cannot pay interest 
on this type of deposit as the moneyon deposit is subject to immediate 
withdrawal without notice to the bank. It is our suggestion that the County 
Treasurer, in conjunction with the members of the County Board, make a 
complete economic analysis of the present County funds with a view to 
determine as far as possible how much of this County money will remain 
inactive for an extended period of time. The thought is that a more 
equitable distribution should be made of the profits realized on the County 
Funds. One specific suggestion along these lines would be to change the 
demand deposits carried at the -present time to time deposits calling for 
say, a thirty day notice. If this were done then the banks would be re- 
quired to pay 1% interest on the money deposited with them. Under this 
form of arrangement, the People of the County of Cook will be realizing 
some profit on their money rather than having it lying dormant year after 
year without receiving any financial return to the County. 

2. We feel that the public officials who have the duty of safeguarding 
public funds should make public any or all donations or contributions made 


to them or their, agents by any bank or other depository in which such 
public funds are deposited. 
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3. It is indicated from the testimony that we have heard during the past 
month, that there are possible violation of the laws of other jurisdiction 
concerning the making of political contributions by banks to candidate for 
elective offices. We recommend that the record of this investigation pe 
inade available to any Legally authorized investigative body. 

In closing, we feel after hearing evidence on the subject of bank donations 
that there were no violations of the State Statutes upon which indictments can 
be based. We do, however, frown upon the practice of banks or bankers making 
contributions to both County and State Treasurers or other public officials wi 
deposited public funds with them. 

The above observations are made merely as constructive suggestions which 
we feel are beneficial to the public generally with the thought in mind that the 
proper authorities having the public interest at heart will take steps to see 
that revenue can be gained from any inactive cash balances or public monies, 
keeping in mind the general economic advantages to be realized by providing 
funds available for bank loans. 

We express our appreciation of the cooperation rendered by the Criminal 
Court and the State’s Attorney and his Assistants. 

Respectfully submitted. 

(Signed) D.C. Pentecost, Foreman. 

(Also signed by twenty Grand Jurors.) 


(Materials relating to issuance of writ of habeas corpus ad testifi- 
candum :) 


UNITED STATES DISTRICT COURT, NORTHERN DISTRICT OF ILLINOIS, 
BASTERN DIVISION 


IN THE MATTER OF HEARINGS BY THE COMMITTEK ON BANKING AND CURRENCY OF 
THE Unrrep States SENATE 


WRIT OF HABEAS CORPUS AD TESTIFICANDUM 


THE PRESIDENT OF THE UNITED STATES OF AMERICA. 


To Mr. JosePH E. RacEN, Warden of the Illinois State Penitentiary at Stateville- 
Joliet, 1U., Greetings: 

You are hereby commanded to bring the bodies of Orville E. Hodge, Edward A. 
Hintz, and Edward A. Epping, detained in the Illinois State Penitentiary at 
Stateville-Joliet, IL, as it is said, before the Committee on Banking and Currency 
of the United States Senate at 9 a. m., on October 8, 1956, and every day there- 
after until completion of the hearings, or until the committee no longer requires 
the presence of said witnesses, or any of them, in the offices of said committee 
in the United States Courthouse, 219 South Clark Street, Chicago, Ill, said offices 
being at room 227 of said courthouse. or such other room in said courthouse as 
may be selected for the committee’s hearings, as witnesses in hearings to be held 
by said committee, and thereafter to be returned to the said penitentiary in 
Joliet, Il, under safe and secure conduct, and have you then and there this writ. 

To the marshal of the northern district of Illinois to execute. 

Witness the Honorable Michael L. Igoe, judge of the United States District 
Court for the Northern District of Illinois, Eastern Division, this 4th day of 


October 1956. 
Roy H. JoHNson, 
Clerk. 
THELMA BENSON, 
Deputy Clerk. 


UNITED STATES DISTRICT COURT, NORTHERN DISTRICT OF ILLINOIS 


In THE MATTER OF HEARINGS BY THE COMMITTEE ON BANKING AND CURRENCY OF 
THE Unrrep States SENATE 


ORDER 


On the pefition of J. W. Fulbright, chairman of the Committee on Banking 
and Currency of the United States Senate, it is 
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Orperep that the clerk of this court, be, and he hereby is instructed to issue a 
writ of habeas corpus ad testificandum to Mr. Joseph E. Ragen, warden of the 
Illinois State Penitentiary at Stateville-Joliet, IL, to bring Orville E. Hodge, 
Edward A. Hintz, and Edward A, Epping before the Committee on Banking and 
Currency of the United State Senate at 9 a. m., on October 8, 1956, and every 
day thereafter until completion of the hearings, or until the committee no longer 
requires the presence of said witnesses, or any of them, in the offices of said 
committee in the United States Courthouse, 219 South Clark Street, Chicago, 
Ill, said offices being at room 227 of said courthouse, or such other room in said 
courthouse as may be selected for the committee’s hearings, as witnesses in 
hearings to be held by said committee, and thereafter to be returned to the said 
—e MicHAeEt L. Icor, 

District Judge. 

Dated October 4, 1956. 


IN THE DISTRICT COURT OF THE UNITED STATES FOR THE 
NORTHERN DISTRICT OF ILLINOIS 


Ix THE MATTER OF HEARINGS BY THE COMMITTEE ON BANKING AND CURRENCY 
OF THE UNITED STATES SENATE 


PETITION 


Your petitioner, J. W. Fulbright, chairman of the Committee on Banking and 
Currency of the United States Senate, by Matthew Hale, counsel for said com- 
mittee, respectfully shows: 

Orville E. Hodge, Edward A. Hintz, and Edward A. Epping are material and 
necessary witnesses in hearings to be held by the Committee on Banking and 
Currency of the United States Senate on October 8, 1956, and succeeding days. 
Said Orville E. Hodge, Edward A. Hintz, and Edward A. Epping are confined in 
one or more penitentiaries of the State of Illinois. 

Petitioner’s attorney, Matthew Hale, has been advised by Hon. Joseph D. Bibb, 
director of public safety of the State of Illinois, in a telephone conversation on 
October 4, 1956, that said Edward A. Hintz is now confined at the Illinois State 
Penitentiary at Stateville-Joliet, Ill., and that said Orville E. Hodge and Edward 
A. Epping are being transferred by the orders of said Joseph D. Bibb from an- 
other State penitentiary to said penitentiary at Stateville-Joliet, Ill, and will be 
at said Illinois State Penitentiary in Stateville-Joliet, Ill., on October 5, 1956. 

The hearings of the Committee on Banking and Currency of the United States 
Senate at which the testimony of said Orville B. Hodge, Edward A. Hintz, and 
Edward A. Epping is desired by the committee will be held at the offices of the 
said committee in the United States courthouse, 219 South Clark Street, Chicago, 
lll., said offices being room 227 of said courthouse, or such other room in said 
courthouse aS may be selected for said hearings. The hearings will commence 
on October 8, 1956, at 9 a. m., and will continue day to day at the pleasure of the 
committee. The testimony of said Orville E. Hodge, Edward A. Hintz, and 
Edward A. Epping will be required on October 8, 1956, and on succeeding days as 
the committee may direct. 

Attached to this petition and made a part thereof is a memorandum by the 
Honorable J. W. Fulbright, chairman of the Committee on Banking and Currency 
of the United States Senate, setting forth the facts of the matter and requesting 
the issuance of a writ of habeas corpus ad testificandum providing for the produc- 
tion of said Orville E. Hodge, Edward A. Hintz, and Edward A. Epping as wit- 
nesses at said hearings, to which are attached a copy of a letter from said chair- 
man to the Honorable William G. Stratton, Governor of the State of Illinois, and 
a copy of the telegram from said Governor replying to said letter. 

Wherefore, the petitioner prays that the clerk of this court be instructed to issue 
a writ of habeas corpus ad testificandum to Mr. Joseph E. Ragen, warden of the 
Illinois State Penitentiary at Stateville-Joliet, Ill., to bring the said Orville E. 
Hodge, Edward A. Hintz, and Edward A. Epping before the Committee on Banking 
and Currency of the United States Senate to testify at said hearings on October 
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8, 1956, and every day thereafter until completion of the hearings or the com- 
mittee no longer requires the presence of said witnesses, or any of them. 


MatrTHew Hate, 
Counsel, Committee on Banking and Currency of the United States 
Senate (for petitioner, J. W. Fulbright, Chairman, Committee on Bank- 
ing and Currency of the United States Senate). 


Sworn to before me by Matthew Hale this 4th day of October 1956. 
[SEAL] » Notary Public. 


Untrep States SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
October 2, 1956. 
To the United States District Court. for the Northern District of Illinois: 


The Committee on Banking and Currency of the United States Senate in 
accordance with a committee resolution adopted July 27, 1956, is holding hear- 
ings on the Illinois banking situation beginning October 8, 1956, at the United 
States courthouse, 219 South Clark Street, Chicago, Il. The committee wishes 
to obtain the testimony of Orville E. Hodge, Edward A. Hintz, and Edward A. 
Epping at these hearings. 

As these three prospective witnesses are now serving sentences in Illinois 
State penitentiaries, I requested the Honorable William G. Stratton, Governor of 
the State of Illinois, to arrange for the attendance of these three prospective 
witnesses at the committee rooms in the United States courthouse on October 8, 
1956. A copy of this letter is attached. On September 29, 1956, Governor Stratton 
replied that he would make the prospective witnesses available. A copy of this 
telegram is attached. Mr. Joseph D. Bibb, director of public safety of the State 
of Illinois, has advised the committee that the three prospective witnesses 
will be at Joliet State Prison, available for attendance at the committee hear- 
ings. He has requested that in order to enable production of the three pros- 
pective witnesses, a writ of habeas corpus ad testificandum be obtained from 
the appropriate judge of the United States district court. 

Therefore, I respectfully request that such a writ be issued for the purpose 
of producing these three prospective witnesses on October 8, 1956, at 9 a. m., 
central daylight time, at the committee offices at room 227, United States court- 
house, 219 South Clark Street, Chicago, Ill., to testify there or at such other 
room in said courthouse as may be selected for said hearings. I further request 
that said writ provide for continued attendance of these three prospective wit- 
nesses at the committee hearings subject to the instructions of the committee. 


J. W. Foterient, 
Chairman, Committee on Banking and Currency, 
United States Senate. 


SEPTEMBER 27, 1956. 
Hon. WILLIAM G. STRATTON, 


Statehouse, Springfield, Il. 


Dear GoveRNOR Stratton : In order to pursue further the committee investiga- 
tion into the Illinois banking situation, in accordance with a committee resolu- 
tion adopted July 27, 1956, it has been decided to hold further public hearings in 
Chicago in October. , 

Among the witnesses from whom testimony necessary to the investigation will 
be sought are Mr. Orville E. Hodge, Mr. Edward A. Epping, and Mr. Edward A. 
Hintz. I understand that all three of these witnesses are now in Illinois State 
prisons, and, therefore, are subject to your authority and control. 

It will be appreciated if you will make whatever arrangements may be necessary 
to enable the committee to question these three witnesses in Chicago on or about 
October 8, 1956, the exact time and place to be determined later. / 

If there are any further steps which should be taken by the committee in this 
connection, would you please let me know of them as soon as possible. 

In view of the importance to the investigation of the testimony to be obtained 
from these witnesses, your assistance in making it possible for the committee to 
question them will be appreciated. 

Sincerely yours, 
J. W. Furseient, Chairman. 
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SPRINGFIELD, ILL., September 29, 1956. 
Senator J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
Senate Office Building: 


Have received your letter of 27th regarding the questioning of witnesss incar- 
ceratd in Illinois penitentiaries. Will be happy to cooperate and have issued per- 
mission for appearances in Chicago. Please let me know time and place and 
arrangements will be made to have them present. 

Ww. G. Srratron, 
Governor of Illinois. 


UNITED STaTEes SENATE, 


October 1, 1956. 
Hon. WILLIAM G. STRATTON, 


Governor of Illinois, 
Springfield, Iu.: 


Received your telegram in response to my letter of 27th. Would appreciate 
your arranging for prisoners Hodge, Hintz, and Epping to be present for hearings 
at room 227, United States courthouse, 219 South Clark Street, Chicago, Ill., on 
Monday, October 8, at 9a.m. Please advise name, address, and telephone of per- 
son or persons Whom committee staff can contact regarding arrangements. 


J. W. FULBRIGHT, 
Chairman, Senate Banking and Currency Committee. 


(Materials relating to motion to quash writ of habeas corpus ad 
testificandum :) 


IN THE UNITED STATES DISTRICT COURT, NORTHERN DISTRICT OF 
ILLINOIS, EASTERN DIVISION 


M. D. 14955 


IN THE MATTER OF HEARINGS BY THE COMMITTEE ON BANKING AND CURRENCY OF 
THE UNITED STATES SENATE 


MOTION TO QUASH THE WRIT OF HABEAS CORPUS AD TESTIFICANDUM DIRECTED TO 
MR. JOSEPH E. RAGAN, WARDEN OF THE ILLINOIS STATE PENITENTIARY AT STATE- 


VILLE, JOLIET, ILL., AS IT PERTAINS TO THE PRODUCTION OF THE BODY OF EDWARD A. 
HINTZ 


To the Honorable MicHAEt L. Igor, 


Judge of the United States District Court for the Northern District of Illi- 
nois, Eastern Division: 


The petitioner, Edward A. Hintz, through his attorneys, Williams and Leonard, 
states the following : 

The United States District Court for the Northern District of Illinois, eastern 
division, on October 4, 1956, did order the clerk of the said court to issue a writ 
of habeas corpus ad testificandum directed to Joseph E. Ragan, warden of the 
Illinois State Penitentiary at Stateville, Joliet, Ill, to bring the bodies of Or- 
ville E. Hodge, Edward A. Hintz, and Edward A. Epping before the Committee on 
Banking and Currency of the United States Senate at 9 a. m. on October 8, 1956, 
and every day thereafter until completion of the hearings, or until the committee 
no longer requires the presence of said witnesses, or any of them, in the offices 
of said committee in the United States Courthouse, 219 South Clark Street, Chi- 
cago, Ill. Such writ was issued pursuant to this order and served on the person 
named therein on October 5, 1956. ‘The said order was issued by Hon. Michael L. 
Igoe, judge of the United States District.Court for the Northern District of Tli- 
nois, eastern division, upon the petition of J. W. Fulbright, chairman of the Com- 
mittee on Banking and Currency of the United States Senate. This writ was 
improperly issued. Its issuance, in the manner described above, was in violation 
of the United States Code, title 28, section 2254. Edward A. Hintz, named in the 
said writ and for whom this motion is made, was a prisoner of the penitentiary of 
the State of Illinois, and thereby in the custody of the State of Illinois. This 
fact appears upon the face of the writ itself and appears in the documents at- 
tached to the petition to the court to order such writ, vis, the letter from the 
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chairman of such committee to the Governor of the State of Illinois seeking the 
latter’s permission for the release of the said prisoner to the said committee. 
Therefore, the writ being ordered in violation of the statute cited, it should be 
vacated. 

The issuance of the writ of habeas corpus in this circumstance was a denia) 
of due process to the said Edward A. Hintz. The bulk of law pertaining to the 
writ of habeas corpus is based on the implicit assumption that the writ is being 
brought by the prisoner himself on his behalf: 

(1) However, where a third person seeks such a writ for the body of a 
prisoner certain rights must necessarily exist in that prisoner. Among 
these are the right to have notice that the writ is being brought for the pro- 
duction of his body and the right to defend against the granting of such a 
writ where such prisoner has a reasonable basis for so defending. 

(2) The United States district court through its judges has.anthority to 
issue writ of habeas corpus ad testificandum only to further their own 
processes in cases before them and has no authority to extend that power to 
legislative investigating bodies. 

(3) Edward A. Hintz is in the custody of the State of Illinois and the 
United States district court has no jurisdiction over the subject matter. 
Only a State court can exercise the power to produce the body of a prisoner 
for testimony of a case then pending before a judicial body. 

Therefore, there was a denial of due process to the said Edward A. Hintz in 
denying him the opportunity to defend against the issuance of the writ or to 
move for the delay in the issuance of the writ, and particularly, in denying him 
even notice of the fact that his name was brought before the court. 

Wherefore, it is respectfully moved that the said writ of habeas corpus ad 
testificandum as it pertains to Edward A. Hintz be vacated. 


Epwarp A. HINTz, 
By Witir1aMs & LeoNnarp, 
His Attorneys. 


MEMORANDUM ACCOMPANYING PETITION OF EpwWArp A. HINTz 


This memorandum is addressed to the question whether a Federal district 
court or judge thereof is empowered to issue a writ of habeas corpus ad testi- 
ficandum to compel the attendance of a witness before a congressional commit- 
tee or subcommittee. 

Summary research suggests the conclusion that a Federal district court or 
judge is empowered to issue a writ of habeas corpus ad testificandum to compel 
the attendance of a witness in the district court only. A Federal district court 
is empowered to issue such a writ only “in aid of (its jurisdiction) * * * and 
agreeable to the usages and principles of law.” No statute, case, or circumstance 
suggests that the instant question can be answered affirmatively “agreeable to 
the usages and principles of law.” 

Some of the authorities supporting this conclusion, indirectly or by implica- 
tion, follow: 

Title 28, United States Code Annotated, section 1651, 2241. 
Inre Burrus (136 U. 8. 586.) 

Ourtis v. Martin, et al. (44 N. 8. 106). 

Lunsford v. Hudspeth (10 Cir., 126 F. 2d 658). 

Gibson v. United States (8 Cir., 58 F. R. 2d 721). 

United States v. Hayman (342 U. 8. 205). 

United States v. Schultz (D. C. D. Mont., 87 F. 2d 619). 

To the extent that an analogy exists, this conclusion is further strengthened 
by the numerous cases suggesting that a Federal court of appeals would be 
without power to issue such a writ to compel attendance before a district court, 
because not in aid of its appellate jurisdiction : 

Price vy. Johnaton (334 U. 8. 266). 

U. 8. ew rel. McNeill y. Avis (8 Cir., 108 F. 2d 457). 

Smith v. U.S. (9 Cir., 124 F. 24 517). 

Flynn y. U. 8. (9 Cir., 172 F. 2d 12, cert. den, 337 U. 8. 944). 

No case or statute can be found supporting a contrary conclusion. 
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UNITED STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
October 17, 1956. 

In the matter of hearings by the Committee on Banking and Currency of the 

United States Senate. 
Hon. Micnaev L, IGor, — 

United States District Court, 
United States Courthouse, Chicago, Ili. 


Dear Sir: In accordance with what I understand to have been your request 
when Mr. Leonard and I were before you last Friday, I wish to advise you that 
I propose to rely on the following in opposing the motion to quash the writ of 
habeas corpus ad testificandum which you ordered to be issued on October 4, 
1956, in the above matter : 

Section 134 (a), Legislative Reorganization Act of 1946 (60 Stat. 831). 

Title 2, United States Code, section 192 (52 Stat. 942). 

Title 28, United States Code, section 1651. 

Senate Resolution 262, 70th Congress (69 Congressional Record, p. 10596; 
May 29, 1928). 

McGrain v. Daugherty (1927) (273 U. 8S. 135). 

Barry v. U. 8. ew rel. Cunningham (1929) (279 U. 8. 597). 

Jurney v. MacCracken (1935) (294 U. 8S. 125). 

Reed vy. County Commissioners, etc. (1928) (277 U. S. 376). 

Inre Thaw (C. C. A. 3, 1908) (166 F. 71). 

U.8. v. Schultz (D. C. Mont. (1930) (37 F. 2d 619). 

Wilckens v, Willet (N. Y. Ct. App. 1864) (4 Abb. Dec. 596). 

In the matter of Sir Edward Price, a Prisoner (K. B. 1804) (4 East 587). 

While it is my opinion that the above authorities will suffice to support the 
issuance of the writ, it is possible that further research will develop additional 
pertinent authorities. 

Respectfully submitted. 


‘ 


MatTrHew Hare, Counsel. 


Copy by hand to William & Leonard, Esqs., 7 South Dearborn Street, Chicago, 
Til. 


In the United States District Court for the Northern District of Illinois, Hastern 
Division 


M. D. 14955 


IN THE MATTER OF HEARINGS BY THE COMMITTEE ON BANKING AND CURRENCY OF 
THE UNITED STATES SENATE 


MOTION TO QUASH THE WRIT OF HABEAS CORPUS AD TESTIFICANDUM GRANTED UPON 
THE BODY OF EDWARD A. HINTZ 


To the Honorable Micwart J. Igor, 
Judge of the United States District Court for the Northern District of 
Illinois: 
MEMORANDUM ON THE LAW 


The ancient writ of habeas corpus, including its various forms such as ad 
testificandum and ad prosequendum, is primarily a statutory creature for the 
Federal courts. The jurisdiction of the Federal courts to grant the writ is eon- 
ferred by statute and such jurisdiction must be construed strictissimi juris (Jn 
re Burrus, 186 U. 8. 586 (1890) ). 

(a) The jurisdiction of a Federal court to issue a writ of habeas corpus is 
limited where the body sought is in the custody of one of the several sovereign 
States of the Union, Title 28, United States Code, section 2254, as follows: 


“State custody; remedies in State courts. 


“An application for a writ of habeas corpus in behalf of a person in custody 
pursuant to the judgment of a State court shall not be granted unless it appears 
that the applicant has exhausted the remedies available in the courts of the 
State, or that there is either an absence of available State corrective process or 


the existence of circumstances rendering such process ineffective to protect the 
rights of the prisoner. 
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“An applicant shall not be deemed to have exhausted the remedies available ip 
the courts of the State, within the meaning of this section, if he has the right 
under the law of the State to raise, by any available procedure, the question pre- 
sented (June 25, 1948, ch. 646, sec. 1, 62 Stat. 960, effective September 1, 1948)” 

That the prisoner was in State custody appears irrefutably on the face of 
the writ. Said writ is addressed to Mr. Joseph E. Ragen, warden of the Illinois 
State Penitentiary at Stateville-Joliet, Ill. The petition requesting the issuance 
of the writ is supplemented by a telegram conferring the permission of the 
Governor of the Sovereign State of Illinois upon the removal of the prisoner 
whose body was sought by the writ. 

The power of a State court to issue a writ of habeas corpus for a prisoner iy 
Federal custody or for a Federal court to issue a writ of habeas corpus for a 
prisoner in State custody is a matter of comity and may be allowed only for 
specified purposes as authorized by statute (Lunsford vy. Hudspeth, 127 F. 24 653 
(10 Cir. 1942) ): 

“Embedded in the question presented is an interplay between State and Fed- 
eral sovereignties in the exercise of the power of each to enforce and vindicate 
its laws. Out of the exercise of this power has evolved the now axiomatic rule 
of law that a sovereignty, or its courts, having possession of a person or property 
eannot be deprived of the right to deal with such person or property until its 
jurisdiction and remedy is exhausted and no other sovereignty, or its courts, 
has the right or power to interfere with such custody or possession (Ponzi y. 
Fessenden, 258 U. S. 254, 42 8. Ct. 309, 66 L. ed. 607, 22 A. L. R. 879; Ex parte 
Johnson, petitioner, 167 U. 8S. 120, 17 8. Ct. 735, 42 L. ed. 103 ; Covel v. Heyman, 111 
U. 8S. 176, 4 S. Ct. 355, 28 L. ed. 390). It is equally well settled that unless 
founded upon some matter justifying the exercise of Federal authority necessary 
to enforcement of rights and immunities granted by the Constitution, laws, and 
treaties of the United States, no court, or judge thereof, can issue a writ of 
habeas corpus to bring up a prisoner who is in custody under a sentence or 
execution of a State court for any other reason than to be used as a witness 
in the trial of a cause (Hz parte Burrus, 136 U. S. 586, 10 8. Ct. 850, 34 Led. 
500; He parte Dorr, 3 How. 103 11 L. ed. 514; Ex parte Johnson, supra; Ex parte 
Burrus, supra, and In re Neagle, 135 U.S. 1, 10 8S. Ct. 658, 34 L. ed. 55. See also, 
Velazquez v. People of Puerto Rico, 1 Cir., 77 F. 2d 481).” 

It should further be noted that the Senate committee is not a stationary body 
with a fixed place for conducting its hearings. It may, with equal facility, 
conduct its hearings in Key West, Fla., or Joliet, Dl. In this light, the rules of 
respect and comity must be regarded; for “Unless the necessity is so great that 
the ends of justice will be defeated if the evidence were not produced, the court 
of the jurisdiction where the evidence is needed will be slow to grant a writ 
which will remove a person confined by the court of another jurisdiction from 
his place of confinement. The comity that exists between courts, the reluctance 
of Federal courts to interfere with the jurisdiction of State courts will and 
ought to restrain us from interfering with the orderly and effective administra- 
tion and execution of the law in sister courts.” (In re Thaw, 172 F. 288 (at p. 
289) (1908). To the same effect, Davis v. Burke, 179 U. S. 399 (1900).) 

(b) The writ of habeas corpus is and has always been designed to protect 
that body of rights generically referred to as “Due process.” The issuance of 
the writ in this case amounted to a denial of due process to the petitioner, 
Edward A. Hintz. 

Where a prisoner is seeking a writ of habeas corpus or any statutory equiva- 
lent for his own release, it has been held that not to give notice to such prisoner 
of the hearing is a denial of due process (United States v. Hayman, 342 U. 8. 
205 (1952)). It is an a fortiori application of this rule of law to the situation 
where not the prisoner himself but a third party demands the production of his 
body. The most basic tenet of due process, and logically so, is that a person is 
entitled to notice of the fact that his name is being brought before a court as 
a subject of legal action. No such notice was given the petitioner in this 
proceeding. 

(c) Lastly and most urgently, this court is respectfully requested to consider 
the statute which confers upon the Federal courts the power to issue writs of 
habeas corpus (Title 28, U. 8. C., sec. 2241) : 


“Sec. 2241. Power to grant writ. 


“(a) Writs of habeas corpus may be granted by the Supreme Court, any 
justice thereof, the district courts and any circuit judge within their respective 
jurisdictions. The order of a circuit judge shall be entered in the records of the 
district court of the district wherein the restraint complained of is had. 
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“(b) The Supreme Court, and justice thereof, and any circuit judge may de- 
cline to entertain an application for a writ of habeas corpus and may transfer 
the application for hearing and determination to the district court having juris- 
diction to entertain it. 

“(e) The writ of habeas corpus shall not extend to a prisoner unless— y 

“(1) He is in custody under or by color of the authority of the United 
States or is committed for trial before some court thereof ; or 

“(2) He is in custody for an act done or omitted in pursuance of an act of 
Congress, or an order, process, judgment, or decree of a court or judge of 
the United States ; or : 

“(3) He is in custody in violation of the Constitution or laws or treaties 
of the United States; or : Be 

“(4) He, being a citizen of a foreign state and domiciled therein is in 
custody for an act done or omitted under any alleged right, title, authority, 
privilege, protection, or exemption claimed under the commission, order, or 
sanction of any foreign state, or under color thereof, the validity and effect 
of which depend upon the law of nations ; or 

“(5) It is necessary to bring him into court to testify or for trial. (June 
25, 1948, ch. 646, sec. 1, 62 Stat. 964, amended May 24, 1949, ch. 139, sec. 112, 
63 Stat. 105.)” 

The history of habeas corpus in the Federal Judiciary was reviewed by the 
Supreme Court in In Re Burruss(136 U. 8. 586 (1890)). In reviewing the neces- 
sity of statutory conferral of jurisdiction, the Court summated : 

“Tt is sufficient to say that the net result of the discussion is, that all the courts 
of the United States and the justices and judges of all its courts, are authorized 
to issue the writ of habeas corpus in any case where a party is imprisoned or held 
in custody for an act done by or under the authority of the laws of the United 
States, or where his imprisonment is in violation of the Constitution of the 
United States, or where it is supposed to be in violation of the law of nations or 
of the United States, in all which cases the Federal courts and judges have juris- 
diction to make inquiry into the matter, and in the language of the statute, when 
the prisoner is brought before them and the matter is inquired into, the court or 
justice or judge shall ‘dispose of the party as law and justice require.’ It is not 
now the law, therefore, and never was, that every person held in unlawful 
imprisonment has the right to invoke the aid of the court of the United States for 
his release by the writ of habeas corpus. In order to obtain the benefit of this 
writ and to procure its being issued by the court or justice or judge who has a 
right to order its issue, it should be made to appear, upon the application for the 
writ, that it is founded upon some matter which justified the exercise of Federal 
authority, and which is necessary to the enforcement of rights under the Consti- 
tution, laws or treaties of the United States” (ibid, p. 591). 

Further, “in Ex parte MeCardle (6 Wall. 318), in which it is clear from the 
language of the Chief Justice Chase, that the original limitation on the power 
remains, except as it is extended by the statute of 1867 and others on the same 
subject” (ibid, p. 596). 

The present law on the subject is the current version of title 28, United States 
Code, section 2241 (ec) (5), supra. The limitation contained therein, “into court 
to testify or for trial,” still preempts the field of the writ of habeas corpus ad 
testificandum. That this limits itself to a judicial proceeding is evidenced by a 
legion of cases. 

“All courts of record of this State, as well as Federal courts, have statutory 
power to grant writs of habeas corpus, inciuding those ad testificandum, to pro- 
duce conviets or their persons in custody and required as witnesses to testify in 
a before them.” |Emphasis supplied.] (U.S. v. Schultz, 37 F. 2d 619 
(1930). 

“The writ of habeas corpus ad testificandum is a common law writ of ancient 
origin. Its object is to direct the custodian of a desired witness to bring such 
a nea to testify.” [Emphasis supplied.| (Gilmore v. U. S., 129 F. 24 

99 (1942). 

A commissioner was denied the right to employ such a writ for the p 
of giving a deposition. Ha parte Barnes, Federal Case No. 1010 (1846). (See 
ae v. U. S., 53 F. 721 (8 Cir. 1931); Sanders v. Brady, 57 F. Supp. 87 

Therefore, the words of the statute mean precisely what they say; and upon 
the Tnost generous construction limit the use of the writ of habeas corpus ad 
testificandum to a judicial proceeding. 
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It is not contended that the hearifigs of the Committee on Banking and Cur. 
reacy of the United States Senate are anything but legislative in their nature. 
Their avowed purpose is to obtain information upon which future legislation 
may be based. Any other construction would be inemicable to the doctrine of 
separation of powers inherent and basic in the Constitution of the United States, 

Wherefore, it is respectfully moved that the said writ of habeas corpus aq 
testificandum, as it pertains to Edward A. Hintz be vacated. 

Respectfully submitted. 


WrrttaMs & Leonanp. 


IN THE UNITED STATES DISTRICT COURT, NORTHERN DISTRICT OF 
ILLINOIS, EASTERN DIVISION 


No. M. D. 14955 


IN THE MATTER OF HEARING BY THE COMMITTEE ON BANKING AND CURRENCY oF 
THE Untrep StAtes SENATE 


MOTION TO QUASH WRIT OF HABEAS CORPUS AD TESTIFICANDUM 


Transcript of proceedings had in the above-entitled matter before the Honor- 
able Michael L. Igoe, one of the judges of said court, in his courtroom in the 
United States Courthouse at Chicago, Ill., on Friday, October 19, 1956, at 10 a. m. 

Present: Mr. Matthew Hale, on behalf of Hon. J. William Fulbright, chair- 
man of the Committee on Banking and Currency of the United States Senate; Mr. 
John Leonard, on behalf of Edward A. Hintz. 

The CierK. No. M. D. 14955. In the matter of hearing by the Committee on 
Banking and Currency of the United States Senate. Motion to quash writ of 
habeas corpus ad testificandum. 

The Courr. Have you seen this memorandum, Mr. Hale? 

Mr. Leonarp, I just tendered it to Mr. Hale, Your Honor, this morning. We 
had cited cases, as you recall, and given you and Mr. Hale a list and he, in turn, 
gave us a list of his cases. 

The Court. Are you ready to argue this? 

Mr. Hate. Yes, sir. 

Mr. LeEonarp. Yes, sir. 

The Court. All right, proceed. 

Mr. Leonarp. Your Honor, this is a motion by Bdward A. Hintz to quash 
a writ of habeas corpus issued by this court on October 4 without notice by the 
Senate Banking Committee through their counsel, Mr. Matthew Hale. I think 
it is well for the court to know some of the background of this case. 

Mr. Hintz was indicted before the United States grand jury back in July 
after having testified fully before them. These charges were for misapplication 
of bank funds. 


Subsequent to that he was indicted in the Sangamon County Circuit Court 
for various charges of conspiracy. 

On August 24 Mr. Hintz pleaded guilty before Judge Barnes and was sen- 
tenced to 3 years in the Federal penitentiary for misapplication. At that time, 
Judge Barnes gave him a stay of sentence for 7 days. 

Before the stay was up we went down to the Sangamon County Circuit Court 
and there pleaded guilty to all charges of conspiracy, and that judge sentenced 
Mr. Hintz to 1 to 8 years and remanded him to the custody of the sheriff of 
Sangamon County, and we returned to the Federal court, Judge Barnes, and 
on our motion to have the Federal sentence run concurrently with that of 
the State, this motion was granted by Judge Barnes, and Mr. Hintz went to 
the Joliet State Prison. 

All during this period and actually on the day he pleaded guilty, on August 24, 
Mr. Hintz appeared before the Senate Banking Committee staff investigators 
and gave them his full cooperation. 

Then again on August 29 he appeared before the Senate Banking Committee 
and gave them his full cooperation.. This was in his.last week of freedom ) 
as your Honor will note, he was inconvenienced greatly, and he had a number 
of personal problems to attend to prior to going to prison. 

I don’t need to tell Your Honor Mr. Hintz’ background, because Your Honor 
knows of it, or has read it in the papers, but he is a man that was respected 
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in the community. The Senate Banking Committee brought him up on this 
writ of habeas corpus against his will in chains and in a prison suit, and requested 
that he testify before the committee. 

The Court. Now, wait just a minute. The Federal Government did not bring 
him up in chains. 

Mr. Leonarp. Well, no. 

The Court. Let us get that straight. 

Mr. Leonarp. But the Senate Banking Committee had him brought up and he 
was brought up in chains. 

The Court. The Senate Banking Committee didn’t bring him up in chains 
either. Now, let us get that straight. He.is in the custody of the warden of 
the Illinois State Penitentiary. 

Mr. Leonarp. That is right, Your Honor. 

The Court. And he came up here in the custody of some men from the peni- 
tentiary. 

Mr. Leonarp. That is right, Your Honor. 

The Court. Let us get that straight. The Federal Government and this com- 
mittee had nothing to do insofar as the chains were concerned. 

Mr. Leonarp. Actually, he was brought up in chains whether it was—I say he 
was brought up in chains, Your Honor. 

The Court. He was actually brought up in chains, but let us place the respon- 
sibility where it belongs. 

Mr. Leonarp. Then he was brought up by the warden at the warden’s direction 
in chains and in a prison suit, and he was asked to appear before some 50 or 
100 cameras. 

We bring this motion for a writ of habeas corpus to quash the habeas corpus 
ad testificandum on a number of bases : A 

Reading from my memorandum, the ancient writ of habeas corpus, including in 
its various forms such as ad testificandum and ad prosequendum, is primarily a 
statutory creature for the Federal courts. The jurisdiction of the Federal courts 
to grant the writ is conferred by statute and such jurisdiction must be construed 
most strictly and according to law. 

We base our motion on the three points, the.first of which is that Mr. Hintz is 
in State custody. 

The jurisdiction of a Federal court. to/issae a-writ of habeas corpus is limited 
where the body sought is in the custody of one of the several sovereign States 
of the Union. 

This is in title 27, United States Code, section 2254. This follows, Your 
Honor—the heading is: “State Custody ; Remedies in State Courts.” And quoting 
from that: 

“An application for a writ of habeas corpus in behalf of a person in custody 
pursuant to the judgment of a State court shall not be granted unless it appears 
that the applicant has exhausted the remedies available in the courts of the 
State, or that there is either an absence of available State corrective processes or 
the existence of circumstances rendering such process ineffective to protect the 
rights of the prisoner. 

“An applicant shall not be deemed to have exhausted the remedies available 
in the courts of the State, within the meaning of this section, if he has the right 
under the law of the State to raise, by any available procedure,.the question 
presented.” 

That the prisoner was in State custody appears irrefutable on the face of 
the writ. Said writ was addressed to Fr. Joseph E. Ragen, warden of the Illinois 
State Penitentiary at Stateville—Joliet, Ill. The petition that requested the 
issuance of the writ is supplemented by a telegram conferring the permission 
of the Goyernor of the sovereign State of Illinois upon the removal of the 
prisoner whose body was sought by the writ. 

It seems clear, Your Honor, that we all consider him to be under the custody 
of the State, and in the Senate banking hearing yesterday, a copy of which 
I have, even the chairman of the committee indicated that he is under control 
of the Governor of the State. 

The power of a State court to issue a writ of habeas corpus for a prisoner 
in Federal custody or for a Federal court to issue a writ of habeas corpus for 
a prisoner in the State custody is a matter of comity and may be allowed only 
for specified purposes as authorized by statute. 

I think a case to point out is Lunsford v. Hudspeth (127 F. 24 653) where the 
court states: “Embedded in the question presented is an interplay between State 
and Federal sovereignties in the exercise of the power of each to enforce and 
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vindicate its laws. Out of the exercise of this power has evolved the now 
axiomatic rule of law that a sovereignty, or its courts, having possession of 
person or property cannot be deprived of the right to deal with such person or 
property until its jurisdiction and remedy is exhausted and no other sovereignty 
or its courts, has the right or power to interfere with such custody or posses. 
sion * * *. It is equally well settled that unless founded upon some matter 
justifying the exercise of Federal authority necessary to enforcement of rights 
and immunities granted by the Constitution, laws, and treaties of the United 
States, no court, or judge thereof, can issue a writ of habeas corpus to bring 
up a prisoner who is in custody under a sentence or execution of a State court 
for any other reason than to be used as a witness in the trial of a cause.” 

It should be further noted, your honor, that the Senate Banking Commit. 
tee is not a stationary body, and I think that Mr. Hale will show you some 
of the resolutions on which their committee is based, and they can take testi- 
mony from witnesses where they find them, not here but in Joliet, in Florida, or 
wherever it might be. They certainly could have gone down to Joliet to take 
this testimony. 

“Unless the necessity is so great that the ends of justice will be defeated 
if the evidence were not produced, the court of the jurisdiction where the evi- 
dence is needed will be slow to grant a writ which will remove a person con- 
fined by the court of another jurisdiction from his place of confinement. The 
comity that exists between courts, the reluctance of Federal courts to interfere 
with the jurisdiction of State courts will and ought to restrain us from inter- 
fering with the orderly and effective administration and execution of the law 
in sister courts.” 

This is a quote from Jn re Thaw (172 F. 288 (at p. 289) ). 

Our second point, your honor, has to do with due process : 

The writ of habeas corpus is and has always been designed to protect that 
body of rights generally referred to as “due process.” The issuance of the writ 
in this case amounted to a denial of due process to the petitioner, Edward A. 
Hintz. 

Where a prisoner is seeking a writ of habeas corpus or any statutory equiva- 
lent for his own release, it has been held that not to give notice to such prisoner 
of the hearing is a denial of due process. 

This is even an extension of this rule of law to the situation where not the 
prisoner himself, but a third party has demanded production of his body. 

The most basic tenet of due process, and logically so, is that a person is en- 
titled to notice of the fact that his name is being brought before a court as a 
subject of legal action. No such notice was given the petitioner. 

Our third point, your honor, and the most important one is that the court is 
respectfully requested to consider the statute which covers the Federal courts 
under the power to issue writs of habeas corpus, and this is in title 28 
United States Code, section 2241. Without reading the whole section, your 
honor, the applicable section would be subheading (c) (5) which reads: 

“The writ of habeas corpus shall not extend to a prisoner unless * * *.” 

And this part deals with writs of habeas corpus ad testificandum. 

“(5) It is necessary to bring him into court to testify or for trial.” 

The history of habeas corpus in the Federal judiciary was reviewed by the 
Supreme Court in the case called In re Burrus (136 U. S. 586). In reviewing 
the necessity of statutory conferral of jurisdiction, the Court summated as 
follows: 

“It is sufficient to say that the net result of the discussion is, that all the courts 
of the United States and the justices and judges of all its courts, are authorized 
to issue the writ of habeas corpus in any case where a party is imprisoned or 
held in custody for an act done by or under the authority of the laws of the 
United States, or where his imprisonment is in violation of the Constitution of 
the United States, or where it is supposed to be in violation of the law of 
nations or of the United States, in all which cases the Federal courts and 
judges have jurisdiction to make inquiry into the matter, and in the language of 
the statute, when the prisoner is brought before them and the matter is inquired 
into, the court or justices or judges shall ‘dispose of the party as law and justice 
require.’ It is not now the law, therefore, and never was, that every person 
held in unlawful imprisonment has a right to invoke the aid of the court of the 
United States for his release by the writ of habeas corpus. In order to obtain 
the benefit of this writ and to procure its being issued by the court or justice 
or judge who has a right to order its issue, it should be made to appear, upon 
the application for the writ, that it is founded upon some matter which justified 
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the exercise of Federal authority, and which is necessary to the enforcement 
of rights under the Constitution, laws, or treaties of the United States.” 

Further, Your Honor, in Ex parte McCardle in which it is clear from the 
language of the Chief Justice Chase, that the original limitation on the power 
remains, except as it is extended by the statute of 1867 and others on the 
same subject. 

“Furthermore, the subject is a current version of title 28, section 2241 (c) (5). 
The limitations contained therein, which are, into court to testify or for trial, 
still preempts the field of the writ of habeas corpus and testificandum. That 
this limits itself to a judicial proceeding is evidenced by a number of cases, and 
I will just cite two short notes, one is from U. 8S. v. Schultz (37 F. 2d 619). 
This is a case of 1930 where the court said: 

“All courts of record of this State, as well as Federal courts, have statutory 
nower to grant writs of habeas corpus, including those ad testificandum, to 
produce witnesses or their persons in custody and required as witnesses to testify 
in proceedings before them.” 

And the ease of Gilmore y. U. 8. (129 F. 24 199), the court said: 

“The writ of habeas corpus ad testificandum is a common law writ of ancient 
origin. Its object is to direct the custodian of a desired witness to bring such 
witness into court to testify.” 

A commissioner was denied the right to employ such a writ for the purposes 
if giving a deposition. This was the case Ez parte Barnes, Fed. Case No. 1010 
1846). 

Therefore, Your Honor, we feel that the statute means precisely what it says, 
and upon the most generous construction limits the use of the writ of habeas 
orpus ad testificandum to a judicial proceeding. 

It has never been contended that the United States Banking Committee is 
anything but a legislative body. Their avowed purpose is to obtain information 
to make future legislation. Any other construction would certainly interrupt our 
free branch of the Government. 

Mr. Hale has supplied us, as I told Your Honor, a list of the cases on which 
he relies. I would like to comment upon these cases after Mr. Hale has an 
opportunity to explain them to Your Honor. We feel that none of these apply. 
Thank you, 

The Court. All right, Mr. Hale. 

Mr. Hate. May it please the court, Mr. Leonard has already given you a 
broad outline of the facts involved in this situation. I think from the point 
of view of the introduction of the remarks I am going to make, it is enough to 
say, as we said in the petition requesting the writ, that the committee decided 
that it wished to hear testimony from Mr. Hintz. Mr. Hintz being in the 
custody of a warden of the State of Illinois, being there under sentence, both 
from Federal and State courts, he obviously could not be subpenaed. The sub- 
pena which the committee has authority to issue obviously would not be of any 
concern to the warden at Joliet. 

The committee, therefore, requested the Governor of Illinois, who is the 
official responsible for the State penitentiaries of Illinois, requesting him to 
make Mr. Hintz available to the committee. 

The Governor wrote back saying that he would do so and suggested that we 
communicate with Mr. Bibb, the Director of Public Safety of Illinois to make 
the detailed arrangements. 

We spoke to Mr. Bibb and he suggested that we should obtain a writ of habeas 
corpus ad testificandum. We saw no reason to object to Mr. Bibb’s request so 
we applied here in a verified petition to Your Honor and we were granted a writ 
which provided that Mr. Hintz should be produced by the warden before the 
committee at the committee’s office or hearing room in this building, and this 
was accomplished on October 8 and October 9 of this month. 

This, I think, Your Honor, is a fairly novel case. I have found only one 
previous case, although possibly my research has not been extensive enough, but 
only one previous case where either the Houses of the Congress or a committee 
thereof has needed to issue a process of one kind or another to bring about the 
attendance of a prisoner at hearings. 

yenerally, I am told, the occasions when persons under confinement have been 
heeded as witnesses have involved Federal prisoners, and the committee has com- 
municated with the Attorney General who has made the prisoner available from 
the Federal penitentiary without the issuance of any process. 

I have found one old English case where this was done, but as far as I can 
see the use of a writ of habeas corpus ad testificandum before a committee or 
House of the Congress has never been used. 





1140 ILLINOIS BANKING SITUATION 


Because this is, as far as I know, a new case, it seems appropriate to review 
the matter more fully than it would otherwise be worthwhile. I thought as an 
introduction it might be worth reading a quotation from a book called “Vagaries 
and Varieties in Constitutional Interpretation,” which has a quotation from 
Judge Bynum at page 25. In the words of Judge Bynum, of North Carolina, in 
1874: 

“* * * while each (department) should firmly maintain the essential powers 
belonging to it, it cannot be forgotten that the three coordinate parts constitute 
one brotherhood, whose commen trust requires a mutual toleration of the ocey- 
pancy of what seems to be a ‘common because of vicinage,’ bordering the domains 
of each.” 

I think that is just the type of case we have here. The legislative agency has 
its concern in the matter. The State in this case has a concern in the matter, 
and the judicial department under whose sentence Mr. Hintz is serving a sep- 
tence also has an interest in the matter. And it seems to me, if possible, the 
matter should be resolved so as to accommodate the proper interest of each agency, 

For that reason I think it is appropriate to begin by referring to the Constitu- 
tion, which gives the Congress and one of its bodies, the Senate, the legislative 
power. That is, it is fundamental in the Constitution that the legislature has 
the power to legislate. And as was stated in McGrain vy. Daugherty in 1927 (273 
U. 8S. 185), where the authority and power of a Senate committee to obtain testi- 
mony from Mr. Daugherty in the course of its investigation into the Justice 
Department as to why it had not prosecuted Mr. Fall, Mr. Sinclair, Mr. Doheny, 
and Mr. Forbes—the Supreme Court had the opportunity to review in great de- 
tail and great thoroughness the problem of the Senate’s power of inquiry, and it 
reached the conclusion, as it is not unexpected, that—I might quote from their 
opinion briefly : 

“We are of the opinion that the power of inquiry, with process to enforce it, is 
an essential and appropriate auxiliary to the legislative function. 

“We are further of the opinion that the provisions are not of doubtful mean- 
ing, but, as was held by this Court in the cases we have reviewed, are intended 
to be effectively exercised, and, therefore, to carry with them such auxiliary 
powers as are necessary and appropriate to that end.” 

Now that, I think, is one of the leading cases on the subject of congressional 
power of inquiry. And basically I think it establishes the principle that this 
is a major constitutional function which so far as possible should be assisted 
and not hampered. 

As I said, when we first considered the possibility of obtaining the testimony 
of Mr. Hintz, we were faced with this problem of how to do so. Ordinarily 
the way to obtain testimony from a person who is in custody is through a writ 
of habeas corpus ad testificandum. Sometimes, of course, the authority in 
charge of the individual voluntarily makes him available without a writ. And 
it could be that a warrant issued by the Senate might have accomplished the 
same result. But a habeas corpus ad testificandum is a normal method of 
doing it. 


I think it is worth stopping for the moment to distinguish between different 
kinds of habeas corpus writs: 

What is commonly called a habeas corpus, as I understand it, what Blackstone 
calls the high prerogative writ, is habeas corpus—excuse my Latin pronuncia- 
tion—ad subjiciendum. That is a writ which is designed for the protection of the 
prisoner's rights. Normally, the prisoner himself brings it in an effort to have 
adjudication as to the authority under which he is confined. 

As I see it, that writ has nothing whatever to do with habeas corpus ad 
testificandum; or a number of other kinds of habeas corpus writs which are 
only confused, I think, by the use of the words or term “habeas corpus.” 

In the case of In re Thaw (166 F. 2d), a circuit court of appeals case in 
1908—that was a case which involved a writ of habeas corpus ad testificandum— 
a bankruptcy case; the bankrupt himself was sought—his testimony was sought 
under a writ of habeas corpus ad testificandum and it was turned down be- 
cause at the moment he happened to be in a New York State institution for the 
insane, and the court said there was no point in bringing him out as long 


as his testimony wasn’t competent anyway. But in the course of the discussion 
the court stated : 


“That writ”—meaning the habeas corpus ad testificandum—‘“was not the high 
prerogative writ of habeas corpus, the great object of which is deliverance from 
unlawful imprisonment, and which either a court, a justice, or a judge may grant 
and adjudicate, but was merely the ancient common-law precept to bring a pris- 
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. into court to testify, and it was, nonetheless, the process of the court from 
pw it issued, because the order for its issuance emanated from a judge at 
ee it was granted and issued to bring a prisoner before the United 
catia district court at Pittsburgh in order that his testimony might there be 
taken, and it was directed to the custodian of his person, not that an inquiry into 
the cause of restraint of liberty might be made, but with an object analogous to 
that sought to be attained by directing a subpena duces tecum to the custodian 
of an evidentiary document, who, of course, upon cause shown, may subsequently 
be excused from producing at” 

Then he goes on later : ae : 

“This writ of habeas corpus ad testificandum, grantable in discretion at common 
law, is now usually authorized by statute as a matter of course” (citing Wigmore 
on Evidence, vol. 4, sec. 2199). 7g ‘ ‘ 

My reason for emphasizing this point is that I think many of the cases relied 
on by Mr. Hintz’ counsel are applicable to the writ of habeas corpus ad sub- 
jiciendum and have no relevancy whatever to this writ of habeas corpus ad testi- 
ficandum, which was for a completely different purpose than the main habeas 
ey comment, it would seem to me, applies to title 28, United States Code, 
section 2254, which, as indicated, applies to Federal courts issuing writs of habeas 
corpus With respeet to prisoners under sentence of State courts. Section 2254, it 
seems to me, quite clearly is a prohibition against a Federal court issuing a writ 
with respect to a prisoner under sentence from a State court to determine whether 
that State court properly sentenced him. But I don’t think it has anything to 
do with the authority of a Federal court to bring a prisoner under a State sen- 
tence out to testify in a Federal court. 

The basic problem, I think, that is involved here igs whether a writ of habeas 
corpus ad testificandum should be issued by the court in aid, not of the court’s 
action, not a case before the court, but in aid of the legislative process before a 
committee of one of the Houses of Congress. That has been done in at least one 
case—and I refer to this case with some hesitation. It is a fairly old English 
case, and it might easily be said not to be applicable in the United States, but in 
that case the House of Commons had a matter up in connection with which they 
needed testimony of Sir Edward Price, who was a prisoner confined to the 
Iichester Gaol because he had not paid a judgment which had been imposed 
on him, 

This case is found in volume IV, East, at pages 587-588, and while some of 
the language in the case is not very up to date in the procedure they used, I 
think it is very close to the situation here. 

“The Speaker, upon application, had issued his warrant to bring up the 
witness by the day appointed; but, to obviate any difficulty which the gaoler 
might make to suffer the prisoner to go out of confinement without the authority 
of this court, 

“Wetherell, on a former day, applied for a habeas corpus ad testificandum to 
issue to the gaoler of Ilchester gaol to bring up the witness before the committee ; 
and said that he had been informed of such an application having been before 
granted by the court to bring up the prisoner to be examined in some matter 


before the House of Lords, upon the refusal of the gaoler to let his prisoner go 
without such authority. * * *” 


And then later : 

“The court at first entertained doubts of the propriety of such an application, 
of which they did not recollect any precedent. But after some hesitation they 
gave a rule to show cause; and desired that it might be served on the Attorney 
General, and the gaoler, and also on all persons at whose suit the witness might 
be detained in custody on civil process at the time. And now 

“Nolan moved to make the rule absolute, no cause being shown, on an affidavit 
of the service of it on the undersheriff, the Solicitor of the Treasury, the prisoner 
himself, and one Thomas King, the only person at whose suit the prisoner was 
then in execution; * * *,.” 

And the court made the rule absolute. They recognized it was unusual but if 
the jailer had doubted he had authority to make the prisoner available otherwise 
the court felt it was appropriate to give that assistance to the legislative branch. 

This case was cited in Wilckens y. Willet, a New York Court of Appeals case, 
1864, where a prisoner was confined, as I understand it, to the island of Man- 
hattan for a failure to pay a debt and he was taken by warrant issued by the 
House of Representatives to testify before the House of Representatives. 

83551—56—pt. 257 
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The creditor sued the sheriff on the ground that the sheriff had permitted the 
prisoner to escape from the jail, and the court held that that was a warranteq 
reason for leaving the place of confinement and held for the sheriff. 

In that case they discussed what remedies might be available to Congress to 
obtain the presence of the witness. They suggested that perhaps a writ of 
habeas corpus ad testificandum might have been used, and they cited the case 
that I just read, Sir Edward Price’s, and said that either a warrant or the 
writ would be satisfactory and, of course, the holding was on the warrant itself. 

This case of Wilckens v. Willet incidentally was cited as an authority with 
respect to warrants in the case of McGrain v. Daugherty and cited with approval: 
cited particularly with approval also as to its comments with respect to the 
authority and power of the legislature to obtain testimony in aid of legislation. 

The laws authorizing the issuance of a writ of habeas corpus, as Mr. Hint?’ 
counsel has pointed out, both sections 2241 and 1651, are speaking of writs to be 
used in the case of—well, either writs of habeas corpus ad subjiciendum, with 
which we are not concerned at all, or writs of habeas corpus ad testificandum for 
testimony in a court. And I think it is appropriate to concede that we should 
find some basis, some specific basis, other than the type of general common law 
that the court of Kings Bench relied on in the Price case, to support the issuance 
of this writ. 

There are two provisions which I submit do provide this specific authority : 

In the first place, section 134 (a) of the Legislative Reorganization Act of 1946 
which was enacted as a rule of the Senate, and as I understand it that particular 
section was not signed by the President but was enacted in exercise of the Senate's 
rulemaking powers. It provides: 

“Kach standing committee of the Senate, including any subcommittee of any 
such committee, is authorized to hold such hearings; to sit and act at such times 
and places during the sessions, recesses, and adjourned periods of the Senate; to 
require by subpena or otherwise the attendance of such witnesses and the pro- 
duction of such correspondence, books, papers, and documents; to take such 
testimony and to make such expenditures (not in excess of $10,000 for each 
committee during any Congress), as it deems advisable.” 

That is issued under the Senate’s constitutional rulemaking authority. 

I call particular attention to the fact that it states: 

“To require by subpena or otherwise the attendance of such witnesses * * * 
as the committee deems advisable,” and some meaning should be given to “or 
otherwise.” 

In addition, back in 1928 the Senate committee investigating an election in 
Pennsylvania had difficulty in obtaining some documents, and it went into the 
United States courts and sued the custodian of the documents to obtain them. 

In the case of Reed v. County Commissioners (277 U. S. 376), the Supreme 
Court held that the Senate was not authorized by law to sue, and they held 
against the committee with respect to those records. Shortly thereafter, Sen- 
ator Reed, of Missouri, who had been the chairman, as I remember, the chair- 
man of this committee, introduced a resolution in the Senate which read as fol- 
lows, and this is Senate Resolution 262, 70th Congress (69 Congressional 
Record 10596), under date of May 29, 1928: 

“Resolved, That hereafter any committee of the Senate is hereby authorized 
to bring suit on behalf of and in the name of the United States in any court of 
competent jurisdiction, if the committee is of the opinion that the suit is neces- 
sary to the adequate performance of the powers vested in it or the duties im- 
posed upon it by the Constitution, resolution of the Senate, or other law. Such 
suit may be brought and prosecuted to final determination irrespective of 
whether or not the Senate is in session at the time the suit is brought or there- 
after. The committee may be represented in the suit either by such attorneys 
as it may designate or by such officers of the Department of Justice as the At- 
torney General may designate upon the request of the committee.” 

The rest, I think, is unnecessary to go into, other than the last sentence: 

“As used in this resolution, the term ‘committee’ means any standing or 
special committee of the Senate, or any duly authorized subcommittee thereof, or 
the Senate members of any joint committee.” 

In the course of the legislative proceedings concerning this Senate resolution, 
the question specifically came up whether a Senate rule was sufficient to support 
a suit, or whether an act of both Houses, with the approval of the President, 
was necessary. Senator Smoot and Senator Reed, of Pennsylvania, raised this 
question and later satisfied themselves of it, and it was unanimously passed. 

Our feeling, therefore, is that a writ of habeas corpus ad testificandum is a 
proper and perhaps the most desirable method of obtaining the presence of » 
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wisoner in a State prison, to obtain his presence before a Senate committee. 
x » feel that this is a normal way to obtain his presence, if there is any ques- 
tion as to his delivery without any process. We feel that section 134 (a) of the 
r ganization plan, by use of the words “required by subpena or, othe. wise,” 
that the words “or otherwise” should be construed to include the use of the 
hb: beas corpus ad testificandum, and that the authority given to the Senate or 
a committee of the Senate in Senate Resolution 262 to enter into suit in any court 
ef competent jurisdiction backs up the authority under section 134 (a). 

We feel that if the basic principles of McGrain vy. Daugherty, the basic support 
of the legislative process, and the basic assistance that is there indicated, should 
be followed in interpreting section 134 (a) of the Legislative Reorganization, and 
Senate Resolution 262, that the court will be able to satisfy itself that this 
writ of habeas corpus ad testificandum was properly issued. 

The Court. As I understand it, the main complaint of the attorney for Mr. 
Hintz is that you didn’t take his deposition or his testimony down in the 
penitentiary rather than up here? ' 

Mr. Hate. I think that is a matter which really is up to the committee. 
The Senate rules provide that the committee may take such testimony as it deems 
advisable. I respectfully submit that the court, in the general line of the 
UcGrain v. Daugherty case, should honor the committee’s decision as to what 
method it wants to use to take Mr. Hintz’ testimony if it wishes. 

The Court. In that case he was in the cutody of the Sergeant at Arms of the 
Senate. 

Mr. Hate. I mentioned that really only to indicate the court’s general opinion 
that the process of taking testimony is an importaat and proper part of the 
legislative process and that the courts should assist in its prosecution. 

Yhe Courr. Then it is your position that the Senate through its committee 
decides where the testimony is to be taken? 

Mr. Hae. Yes, sir. 

The Court. You do have the power of subpena. 

Mr. Hate. We do have the power of subpena but I think I would not have 
questioned in the slightest Warden Ragen’s conclusion if he had said that he 
would not honor the subpena. 

The Court. Of course, the subpena in that sort of a situation would be sort 
of a useless action. 

Mr. Hate. That was our feeling. 

The Court. What is there to the proposition also that Mr. Hintz, the prisoner, 
is in the joint custody of both the Federal Government and the State government? 

Mr. Hate. Well, Mr. Ragen, the warden at Joliet, is the man in charge of Mr. 
Hintz. 

The Courr. Yes, of the custody of the body ; yes. 

Mr. Hae. Now, whether he is there under a State sentence seems to me to be 
immaterial to this question; as long as Mr. Ragen has custody of Mr. Hintz, he 
is the only man that can detiver him to the committee. 

The Court. Then by this proceeding you have not attempted to have the 
custody of the prisoner interfered with? 

Mr. Hate. Not in the slightest. 

The Court. I think in one of these cases it refers to this sort of habeas corpus 
writ as really a writ in the nature of a subpena. 

Mr. Hate. That is right, sir. Only it is a subpena, perhaps—or a judicial 
process comparable to a subpena but of a higher degree of dignity, in that it can 
only be issued by the court and not by any individual attorney or anybody 
except the court. 

Now the question was raised, sir, as to whether we should have given Mr. 
Hintz notice. I had never understood when a person was about to be subpenaed, 
or when a subpena was to be issued on him, that it was necessary to give him 
notice of it. And as the court in the ease of In re Thaw stated, “a writ of 
habeas corpus ad testificandum really is just a subpena duces tecum addressed 
'o the custodian of the person where the subpena duces tecum is addressed to 
the custodian of the document.” And I would not think of giving notice to the 
person who was to be subpenaed that a subpena was about to be issued and give 
him an opportunity to oppose it. 

The Courr, All right, Mr. Leonard. 

Mr. Leonarp. Well, your Honor, I don’t believe counsel has cited anything 
to overcome our three points as to the State custody, the lack of notice, or the 


roeres statute which covers the issuance of a writ of habeas corpus ad testi- 
icandum, 
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I have checked all the cases and all the citations that Mr. Hale had and we 
bave no quarrel with their subpena power, or their right to bring suit under the 
various acts of the Senate. 

We feel that there is something that Mr. Hale, I believe, might have ovary. 
looked and that is that Mr. Hintz as a prisoner still has certain rights. 

We feel, your Honor, that he pleaded guilty to the charges and he is jy 
prison and paying the penalty that he is supposed to pay and he has certain 
rights still as a prisoner. 

The Court. For instance, what? 

Mr. Leonanrp. I feel he is sentenced and is going to pay a penalty and he does 
not have to be asked to do the things that the Senate Banking Committee feels 
they want him to do. I don’t think that—this is a point in this case, your 
Honor, and I feel very strongly on it—I advised Mr. Hintz that it wasn’t neces. 
sary for him to testify in front of all of these cameras, and I don’t feel it is. 

The Courr. I don't disagree with you. 

Mr. Leonarp. Pardon? 

The Court. I don’t disagree with you. 

Mr. Leonarp. Thank you, your Honor. 

But we have been threatened with a contempt citation on the date of the 
hearing, and a police fight yesterday in the hearing when Mr. Hintz was not 
before them. 

So, I feel that this committee, and this is my own feeling, I don’t feel that he 
has any rights because he is a prisoner, and they can do whatever they please 
about it. I think that was why the statute was so drafted, I think they want 
to protect the prisoner. 

Your Honor, I didn’t mean to refer to the fact that the Federal Government 
brought him up in chains, but it has disturbed me that he had been brought 
up in chains, and was led actually to all of the photographers and one thing 
or another where no man could expect to give proper testimony. F 

The Court. Didn't the committee recognize your right to claim the privilege 
of refusing to testify? 

Mr. Lronarp. No: they did not, Your Honor. 

The Court. He was not compelled to testify ? 

Mr. Lronakp. They are going to cite him for contempt, the Senate. 

The Court. I understand that, but that is a matter that has to be thrashed 
out in the court, too. 

Mr. Leonarp. That is right. 

The Court. But nothing was done insofar as Mr. Hintz was concerned after 
you claimed his privilege? 

Mr. Leonarp. No; Your Honor, and he has been returned to Joliet as a State 
prisoner. I based my advice to my client on what I think is a very strong 
case which was the exact picture of the hearing room down there. So, I think 
that our Federal statute seeks to protect people such as he in denying a com- 
mittee—I am not just talking about this committee, but any committee to bring 
a man up from a prison and have him paraded before the things such as 
this. 

The Court. That is beside the point as to what is involved here. I, perhaps, 
thoroughly agree with the position you took insofar as your client is concerned 
before the committee, and I thoroughly agree to your criticism of the manner 
in which he was brought up here. But those are not matters that are basic 
here. 

Mr. Leonarp. But Mr. Hale cites section 134, Your Honor, which is not 
applicable and in that section where, I believe, he brought our the power that 
they had to subpena, and he was going to read into something about a writ of 
habeas corpus ad testificandum, and that very resolution says: 

“Bach standing committee of the Senate, including any subcommittee of any 
such committee, is authorized to hold such hearings, to sit and act at such 
times and places during the sessions * * *” 

Now, the Senate Banking Committee certainly could have gone to Joliet, 
as well as it could have come to Chicago. And I think the reason that cases 
such as this have never been decided, when they wanted to take testimony 
of witnesses, and I am sure my client would have cooperated and he so indi- 
cated, that they could have taken his complete testimony at Joliet State Prison. 
As a matter of fact, they could have taken his complete testimony without 
television and radio. They could have gone down to the Joliet State Prison. 


This is a mobile type of body, and I think I mentioned that before in my 
memorandum, 
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Counsel further cited the Thaw case, Jn re Thaw. It seems odd we cited 
the same case in our brief, but we cited a subsequent case. Counsel cited 166 
and we cited 172. That was under the State custody phase of our argument. 

Counsel has gone a long way back to 1804 to find a case which bears on this 
point. But as Your Honor knows, the cases as to the doctrine of the separation 
of power is not the law of England. Parliament is both a judicial and legis- 
lative body, and the Congress of the United States is a legislative body. I think 
this case would not bear on that point on account of that. 

Counsel also cited this Reed case which brought about another Senate resolu- 
tion, in 262. But that only bears on the right of the Senate or the committees to 
bring lawsuits and one thing or another which we have no quarrel about. We 
do say that the committee just didn’t have the power, Your Honor, because the 
statute does not provide for the issuance of the writ of habeas corpus ad testiti- 
candum, and that is construed strictly as any other writ. 

And in section—title 28, United States Code, section 2241 (c) (5) I think 
it clearly points out that “the writ of habeas corpus shall not extend to a 
prisoner unless it is necessary to bring him into court to testify or for trial.” 

And these other two cases specifically spell out the fact that the writ of 
habeas corpus ad testificandum is for proceedings before judges at judicial 
hearings, and into court to testify. We cited both of those cases, Gilmore v. 
United States, and United States v. Shuliz. 

The Court. Neither of you gentlemen discussed section 1651, have you? 

Mr. Leonarp. Yes, I believe counsel did, Your Honor. Did. you not, Mr. 
Hale? 

Mr. Hate. I only mentioned it. 

lhe Court. It is the all writ section. It says: 

“1651. (a) the Supreme Court and all courts established by acts of Congress 
may issue all writs necessary or appropriate in aid of their respective jurisdic- 
tions and agreeable to the usages and principles of law.” 

Mr. Hate. My reason for not relying on that, sir, is it seems to me more clear 
under the two Senate rules that we have the authority to obtain such a writ, than 
it is under section 1651 which does limit the authority of the court to issue writs 
necessary Or appropriate in aid of their respective jurisdiction. I think If 
would have to concede that that is a limitation which was made. 

The Court. It was not mentioned in either one of your briefs, or was it 
yours or his? 

Mr. Leonarp. I gave that to Your Honor in our memorandum when we filed 
our motion. 

The Court. And Mr. Hale did too. 

Mr. Hate. I think I did mention it, sir, but it seems to me that these rules are 
more applicable directly, and do not have the difficulty. 

The Court. You mean those Senate rules? 

Mr. Hate. Yes, sir. 

Mr. Leonarp. We cited the Price case under that very section, Your Honor, 
where it said: 

“Since in the appellate court it could under this section issue habeas corpus 
only where an appeal of such a proceeding was before such a court, unless 
the writ would be in aid of the appellate court’s jurisdiction.” 

The Court. One of those Senate rules is the one which you say Senator Reed 
brought in which authorizes the filing of the lawsuit. 

Mr. Hae. Yes. sir. 

The Court. In aid of the activity of a Senate committee. 

Mr. Hare. Yes, sir. 

The Court. What do you do when you issue a subpena and there is no re- 
sponse to it? Is that treated the same way as it was treated in the Daughtery 
case? 

Mr. Hate. By the use of a warrant? 

The Court. Yes. 

Mr. Hae. Frankly, I have no experience with persons refusing to henor sub- 
penas. 

The Courr. That is what happened there. 

Mr. Hate. Yes, sir. In that case the Senate passed a resolution instructing 


the President of the Senate to issue a warrant to the Sergeant of Arms and 
bring the person in. 


The Court. Yes. 
Mr. Hate. It seems more appropriate, sir, that, when we wish to obtain 
the testimony of a person confined in a penitentiary, to go to the court and obtain 
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a writ of habeas corpus ad testificandum, than what I suppose might conceivably 
be done would be to have the committee itself issue such a writ, although that 
would trouble me to have the committee issue a judicial writ, or have a warrant 
issued. I think the writ of habeas corpus ad testificandum is more appropriate. 

In connection with counsel's comments on the way in which the hearing was 
conducted, I would have two comments: 

In the first place, in McGrain v. Daugherty the court said: 

“The contention is earnestly made on behalf of the witnesses that this power 
of inquiry, if sustained, may be abusively and oppressively exerted. If this be 
so, it affords no ground for denying the power.” 

The Courr. That is in the Daugherty case? 

Mr. Hare. That isin the Daugherty case. 

The Court. That is where they were attempting to bring in someone from 
someplace in Ohio back to Washington? 

Mr. Hate. To testify in Washington. 

Now, in section 193 of title 18, United States Code, appears the following 
section. 

This is the statute passed by both Houses and approved by the President: 

“No witness is privileged to refuse to testify to any facts or to produce any 
paper respecting which he shall be examined by either Hous» of Congress, or by 
any joint committee established by a joint or concurring resolution of the two 
Houses of Congress, or by any committee of either House, upon the ground that 
his testimony to such facts, or his production of such paper may tend to dis- 
grace him or otherwise render him infamous.” 

The Court. You say he can't refuse to testify on that ground? 

Mr. Hate. He cannot. 

This the revised statute, section 103 as amended in 1952, 942. 

The Court. There must be immunity granted him in the event he does that. 

Mr. Hate. I find none in the statute, sir. 

The Courr. How could that be possible? How could you tell a man to testify 
against himself? 

Mr. Hate. Oh, no, that does not overcome the protection of the fifth amendment. 

The Court. That is what I was wondering. 

Mr. Hate. Oh, no. This merely prevents him from pleading that his testimony 
or the production of a paper might tend to disgrace him or otherwise render 
him infamous. 

The Court. Isn’t that what the fifth amendment means? 

Mr. Hate. No, Your Honor. The fifth amendment, as I understand it, js a 
privilege against self-incrimination. 

The Court. Doesn’t that make him infamous if he testifies against himself? 

Mr. Hare. As I understand it, sir, the fifth amendment applies to statements 
which might tend to subject you to criminal penalties. 

The Court. Well, if you are subjected to criminal penalties, then at the time 
you are subjected, do you not become infamous? 

Mr. Hate. Yes, sir—no; I think the distinction is that something which might 
disgrace you or render you infamous might still not subject you to criminal 
penalties in a jail sentence. 

The Court. I don’t know just what the distinction is? 

Mr. Hate. Well, I think, specifically, testifying as Mr. Hintz did in this so-called 
prison suit—which didn’t look very different from any other suit, frankly—might 
be considered to be undesirable, not pleasant, and even disgraceful. 

The Courr. Do you think that is what the statute means? 

Mr. Hate. I think so, sir. 

The Court. That is not what it sounds like to me. Now what is the number 
of that section? 

Mr. Hare. May I offer it to you? 

(Whereupon, counsel handed a document to the court.) 

Mr. Hate. It is title 2, United States Code, section 193. 

The Court. What were you reading, 192? 

Mr. Hare, 193. 

The Court. I never read that before. 

Mr. Hare. I mentioned that. 

The Court. But has nothing to do with the point involved here. 

Mr. Hate. No, sir. My point is this, whether this hearing was or was not 
properly conducted, and whether or not Mr. ‘Hintz does or does not have any de- 
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fense to his refusal to testify because of the way in which it was conducted, is 
<omething Which, I submit, would not be resolved by this court but by a court 
+ such a time as he might be brought up on a contempt proceeding. 

‘he CourT. Yes. 
Hae. So, I consider it wholly irrelevant. 
The Court. It does not matter how he got before the committee, whether 
properly or improperly, but he is judged then as to what he did before the 
co ittee. 

Mr Hate. Under the Elsler case, as I understand it, the matter is not how he 

cot there. 
; The Court. They are not concerned. Well, that it the very point they are argu- 
ing here. They are not so much concerned with what happened to him before 
the committee, as they are with how he got before the committee. And they say 
that this court had no right to issue this writ, but it was issued at your request 
for the purpose of bringing Mr. Hintz before this committee. I think the point 
of disagreement between you and Mr. Hintz’ attorney is a very simple one. They 
don’t question your right to subpena him. They do suggest that if you want to 
question him you should have done it down at the penitentiary. 

Mr. Hae. Yes, sir. 

The Court. And your position is that the committee has the right to declare 
where it shall hold its hearings. 

Mr. Hate, We do, Your Honor. 

The Court. You also take the position that you do have the right of subpena, 
and this proceeding in its final analysis amounted to nothing more than a subpena. 

Mr. Hate. Issued by the court instead of by the committee. 

The Court. Yes. 

Mr. Harte. And we feel that section 134 (a) of the Legislative Reorganization 
Act, and Rule 262, when interpreted in the manner indicated in the case of 
McGrain v. Daugherty, would authorize the court to issue that writ, even though 
sections 1651 and 2241, I think the numbers are, would not authorize it. 

The Court. Well, in the petition which you filed here upon which the writ 
involved in this proceeding was issued, it sets forth the history of the activities 
of the Senate Committee on Banking and Currency relative to its attempt to 
secure the attendance of Mr. Hintz, Mr. Epping, and Mr. Hodge before the com- 
mittee, and it indicates that your committee took this matter up with the Governor 
of the State of Illinois and he very promptly replied to your suggestion that you 
wanted the persons mentioned for questioning by telling you he would be happy 
to cooperate and to have issued permission for the appearance in Chicago of the 
persons mentioned, and requested that you let him know the time and place so that 
proper arrangements might be made. 

In other words, you went to the official in charge of the prisoners and explained 
your situation to him, and the Governor then said he would make these prisoners 
available to you. 

Thereafter, it is represented that two of the prisoners were transferred from 
one of the Illinois penitentiaries in the southern part of this State to the peni- 
tentiary at Joliet where the other prisoner at that time was confined. 

Then it is set forth in your petition that you took this matter up with Mr. Bibb, 
the director of publie safety of the State of Illinois and he suggested that the 
manner of bringing the prisoners before your committee was the manner that 
you followed. 

Mr. Hate. Yes, Your Honor. 

The Courr. In other words, to file a proceeding of this kind and secure the 
issuance of a writ for the purpose of having these persons testify before the 
Senate Committee in Chicago. 

Thereafter the writ was issued, and the writ definitely provided that they shall 
uerely be brought up here for the purpose of testifying and at no time shall the 
custody of the State of Illinois be interfered with. 

I don't know what else you could have done in order to bring this result about 
except what you did do. While there is no precedent for what has been done 
here, I think commonsense would seem to suggest that this is the only method 
that could have been followed to bring about the results you desired. 

Now, as far as the public appearance of these prisoners in chains and in 
manacles, and in ill-fitting suits is concerned, that is a matter over which this 
court has nothing te do, Therefore, your motion to quash it will be overruled. 

Mr. Hate. Thank you, Your Honor. 


a 
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UNITED STATES DISTRICT COURT, NORTHERN DISTRICT OF ILLINOIS 
EASTERN DIVISION 


Friday, October 19, 1956 


IN THE MATTER OF HEARINGS BY THE COMMITTEE ON BANKING AND CuRRENCy oy 
THE UNITED STaTes SENATE 


Present : Hon. Michael L. Igoe, district judge. 

This cause coming on for hearing on the motion of petitioner Edward A. Hintz 
to quash the writ of habeas corpus ad testificandum granted upon the body of said 
Edward A. Hintz comes the petitioner by his counsel and comes also counsel for 
the committee the hearing proceeds and the court having heard the arguments of 
counsel and upon due deliberation being fully advised in the premises, it is 

Orprrep that the motion to quash the writ of habeas corpus ad testificandum 
granted upon the body of Pdward A. Hintz be and the same hereby is overruled 


(Material relating to committee access to the Hintz ledger :) 


UNITED STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To Edward A. Hintz, Greeting: 

Pursuant to lawful authority, you are hereby commanded to appear before 
the Committee on Banking and Currency of the Senate of the United States, 
forthwith, on October 9, 1956, at 9: 30 o’clock a. m., at their committee room 209, 
United States Court House, 219 South Clark Street, Chicago, Illinois, then and 
there to testify what you may know relative to the subject matters under con- 
sideration by said committee; and then and there to produce all records, books 
and other documents in your possession or under your control relating to trans- 
actions of Orville E. Hodge with you or with the Southmoor Bank and Trust 
Company, including particularly the records, books and other documents relating 
to the account (the informal account sometimes called the “Envelope Account”) 
maintained by you on behalf of said Orville E. Hodge at the Southmoor Bank and 
Trust Company. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To Matthew Hale to serve and return. 

Given under my hand, by order of the committee, this 9th day of October, in 
the year of our Lord one thousand nine hundred and fifty-six. 


J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency. 


Ocroper 9, 1956. 
I made service of the within subpena by delivering a copy thereof to the within- 
named Edward A. Hintz, at the offices of the United States marshal, 8th floor, 
United States Courthouse, 219 South Clark Street, Chicago, IL, at about 2 
o’clock noon, on the 9th day of October 1956. 
MATTHEW HALe. 


Unrrep States Districr Court, NORTHERN DisTRICcT OF ILLINOIS 


OcrToser 10, 1956. 
Cause No. —. 

Title of Cause: In the matter of hearings by the Committee on Banking and 
Currency of the United States Senate. 

Brief Statement of Motion: Motion to make available to the Committee on 
Banking and Currency of the United States Senate the so-called ledger of the 
so-called envelope account of Orville E. Hodge kept by Edward A. Hintz. 

Name of moving Counsel: Matthew Hale. 

Representing J. W. Fulbright, Chairman, Committee on Banking and Currency. 

Name of opposing Counsel (if any): Hon. Robert Tieken, United States 
Attorney. 

John M. Leonard, Jr., representing Bdward A. Hintz. 
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The motion is that the United States Attorney should be directed to permit 
inspection of the original ledger by the Committee on Banking and Currency or 
its duly authorized representatives and to supply to said committee or its duly 
authorized representatives a photostatic copy thereof certified by the United 
States Attorney to be a true and complete copy. 

Hand this memorandum to the Clerk. 
Counsel will not rise to address the Court until motion has been called. 


IN THE UNITED STATES DISTRICT COURT, NORTHERN DISTRICT OF 
ILLINOIS, EASTERN DIVISION 


Iv THE MATTER OF HEARING BY THE COMMITTEE ON BANKING AND CURRENCY OF 
THE UNITED STaTes SENATE 


TRANSCRIPT OF PROCEEDINGS 


Had in the aboye-entitled matter before Hon. Philip L. Sullivan, one of the 
judges of said court, in his courtroom in the United States Courthouse at 
Chicago, Ill, on October 10, 1956. 

Appearances ; 

Matthew Hale, Esq., on behalf of Hon. J. William Fulbright, chairman 
of the Committee on Banking and Currency of the United States Senate. 

Hon. Robert Tieken, United States attorney for the northern District of 
Illinois. 

John Leonard, Esq., on behalf of Edward A. Hintz. 

The CLerK. In the matter of hearing by the Committee on Banking and Cur- 
rency of the United States Senate. Motion to make available to the Committee 
on Banking and Currency of the United States Senate the so-called ledger of 
the so-called envelope account of Orville E. Hodge kept by Edward A. Hintz. 

Mr. Hate. May it please the court, Matthew Hale, counsel for the Senate 
Committee on Banking and Currency. 

The Senate Committee on Banking and Currency, pursuant to a resolution 
adopted by the committee on July 27, is holding hearings in this city, investigating 
the Illinois banking situation and other matters under the jurisdiction of 
the committee. 

In the course of the hearings the chairman of the committee has decided that 
the committee should look at and have an opportunity to examine the so-called 
ledger account which we understand was kept by Mr. Hintz, Edward A. 
Hintz, at the Southmoor Bank & Trust Co., as a record of the account, unusual 
account, at that bank for Mr. Orville E. Hodge. The committee feels that 
this document is necessary for their investigation. 

We spoke to the United States attorneys’ office last Friday, and Mr. Tieken 
advised us that he did have the document. 

The Court. That he did have it? 

Mr. Hate. That he did have it. As I understand it, that he had the docu- 
ment itself, and that he would be willing to give us the document or a copy 
if Mr. Hintz requested him to do so. Mr. Tieken is here, so that any additions 
or corrections I am sure he will be glad to make 

We spoke to Mr. Hintz’ lawyer, Mr. John Leonard, who is also here, and asked 
if Mr. Hintz would sign such a letter requesting Mr. Tieken to turn over or 
make available this ledger account to the committee. Mr. Leonard advised us 
that Mr. Hintz would not sign that letter, that letter of request. 

We then served a subpena duces tecum upon Mr. Hintz, who was at this time 
in Chicago, requesting Mr. Hintz to produce, and I shall read an excerpt from 
the subpena : 

“To produce all records, books, and other documents in your possession or 
under your control relating to the transactions of Orville E. Hodge with you 
or with the Southmoor Bank & Trust Co., including particularly the records, 
books, and other documents relating to the account (the informal account 
sometimes called the envelope account) maintained by you on behalf of said 
Orville E. Hodge at the Southmoor Bank & Trust Co.” 

We did that on the theory that if Mr. Hintz was able to obtain the account, 
or a copy of the account, merely by requesting Mr. Tieken for it, it was suffi- 
ciently under his control so that a subpena duces tecum, which the committee is 
authorized to issue, Should compel the production of the document. 
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Having served that subpena, we discussed the matter with Mr. Tieken again, 
with Mr. Tieken and his staff, and were advised that Mr. Tieken was under 
sufficient uncertainty as to the situation, which certainly is a somewhat nove) 
one, so that he would prefer to submit it to you as the judge responsible for the 
grand-jury proceedings. 

The basis for that, as I understood it, was that this document was received 
by the United States attorney's office voluntarily from Mr. Hintz; it was useq 
in connection with the grand-jury proceeding which resulted in Mr. Hintz’ jp. 
dictment, of the indictment on which he pleaded guilty; and that, being a part 
of the grand-jury proceedings, Mr. Tieken had doubts as to whether he should 
turn it over to us without Mr. Hintz’ approval or without the court’s approval, 

It is the committee's feeling that the document should be made available to us 
in the form as the motion states, that is, that the United States attorney should 
be di: ected to permit inspection of the original ledger by the Committee on Bank- 
ing and Currency, or its duly authorized representatives, and to supp’y to said 
committee, or its duly authorized representatives, a photostatic copy thereof, 
certified by the United States attorney to be a true and complete copy. 

Now to give reasons for taking this position, principally that the secrecy of 
the grand-jury proceedings should no longer be applicable to this document. In 
the first place, since Mr. Hintz was indicted and has pleaded guilty, it is our 
view that the grand jury need for secrecy of this document and for continued 
possession of the document with respect to that indictment is concluded. I un- 
derstand the grand jury is still in existence, and conceivably may take the matter 
up again; but we submit that the possibility that a grand jury might at some 
future time take up a matter distinguishes it in no respect from virtually any 
other document in the country. 

In the second place, we feel that the secrecy of the grand-jury proceeding 
should not permanently apply to a document which belonged to an individu! or 
belonged to a bank—I understand there may be some question as to which this 
document belonged to; but, in any event, that a document should not be considered 
a grand-iury proceeding in such a fashion as to preclude examination of it for 
the indefinite future by those who ordinarily would be entitled to see it. 

Our next point is that we have the feeling that this document is not secret 
even at the present time. I ordinarily would not want to refer to anything in 
the newspapers, but I did see what purported to be substantial part of this 
document in the newspapers this mornin. 

The Court. Maybe you can get it from the Chicago Tribune. 

Mr. Hate. Well, my understanding is that newspapers have to protect their 
sources; and, in any event, it would be our feeling that ordinary processes of 
evidence would indicate that we should get the best evidence and not merely 
a copy. 

The Court. I was just facetious about that. 

Mr. Hats. Well, it is true, if the copy of the newspaper is correct, why, we 
have a large part of the material already. 

In the second place, I understand a copy has already been sent to another 
grand jury. Now, if the copies are being sent to other appropriate grand juries, 
the secrecy is to some extent eliminated. 

The Court. Is what? 

Mr. Hate. The secrecy is to some extent eliminated, if not just the grand 
jury that returned this indictment receives it, but other grand juries as may 
be appropriate. 

In the third place, it is my understanding—and of this I think I should prob- 
ably suggest that you get more information from other attorneys present— 
it is my understanding that other copies have been given of this document in 
question, and I haven’t any idea how many or to whom; but we do have the 
feeling that if copies can be made available to other people, the grand-jury 
secrecy provision is thoroughly vitiated. 

d ee Courr. Let us see what Mr. Tieken has to say about it, if you have 
nished. 

Mr. Hate. Yes; I have finished. Thank you, sir. 

Mr. Trexen. If the court please, we have the checks that were presented to 
the grand jury by Mr. Epping, involving a so-called Hodge account ; and we have 
the original ledger presented to the grand jury by Mr. Hintz here in this en- 
velope, which we hold as custodian for one of the Federal grand juries. We 


don’t believe we have all of the checks involved, but we have everything that 
was turned over to us. 
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In conference yesterday with Mr. Hale, we told him we were not disposed to 
withhold anything from any proper body that wanted to see these checks. 
No one has asked us for them except Mr. Hale’s staff on Friday last and yes- 

ordayv. 

. We take the position that while we would be pleased to turn them over, under 
the Federal Rules of Criminal Procedure we are not at liberty to do so. Under 
rule 6 (e), which provides that we must in accordance with law, we would 
have to point out it is in the court’s discretion to lift the grand-jury secrecy— 
“Otherwise a juror, attorney, interpreter, or stenographer may disclose matters 
occurring before the grand jury only when so directed by the court preliminary 
to or in connection with a judicial proceeding.” 

We are powerless to turn these over except under those circumstances, as I 
inderstand it, 
aes Mr. Hale was in my office yesterday I caused rather extensive investiga- 
tion of the law on the subject, and I find that the previous rulings are now con- 
sistent with the rulings under rule 6 (e), that secrecy can only be lifted by the 
ourt 
. While we have no objection to the Fulbright committee receiving these docu- 
ments, we must in accordance with the law point out that such a Senate com- 
mittee hearing does not seem to be a judicial proceeding as specified in the rule; 
and it does not seem that the court has authority to raise grand-jury secrecy for 
this purpose, 

With Sa to the allegation that these records have been made public in 
the press and to other grand juries, I don’t know how they were made available 
to the press; they were not made available through my office. 

I will state, however, for the purpose of the record, that when those records 
were brought to my office by Mr. Hintz, the man that presented them to us, directed 
me to send a copy of them down to Mr. Hodge’s attorney, which I did. I also 
told this committee we would return any document that any witness submitted 
to the grand jury, which was evidence before the grand jury, and I still intend 
to do that. They are his records fundamentally; they are in the hands of the 
grand jury for the purpose of its investigation. 

Mr. LeonarD. Your Honor, I am John Leonard. I have represented Mr. Hintz 
throughout these proceedings. We did cooperate with the United States grand 
jury and turned over our records to them. Mr. Hintz was indicted as a result, 
and is now serving his sentence in Joliet State Prison. He was indicted: he was 
found guilty before Judge Barnes, and Judge Barnes had his sentence run con- 
current with that of a subsequent sentence received in Sangamon County. 

Mr. Hintz has not consented to the release of these documents ; and, of course, 
he is unavailable this morning. 

I think that the court should consider the fact that he and certain!'v—he is 
not the one that turned over the checks, but Mr. Epping did, who is still under 
indictment in Sangamon County—that they have a rignt to control those recurds 
unless they consent to their release. This would be in accordance with their 
rights under the fifth amendment if they so desired to plead. 

I think the court should have Mr. Hintz present before these documents are 
released. I don’t say that these documents, as Your Honor may have read them 
in the papers, would incriminate him, would incriminate Hintz or Epping or 
anybody else, but it might tend to incriminate them and they should have a right 
to plead their constitutional rights thereon. 

The Court. Where is he? Where is Hintz? 

Mr. Leonarp. In Joliet State Prison. 

The Court. You want him present, is that right? 

Mr. Leonarp. I think he would have to be present, Your Honor. I have no 
right to speak for him on his constitutional rights. 

The Court. I thought you had a right to speak for him. 

Mr. Leonarp. Not on that point, Your Honor. I am not going to invoke any 
constitutional rights for him, because I don’t know whether he would want me 
to or not. 

The Court. I see. Have you anything more, Mr. Tieken? 

Mr. Trexen. I have nothing more to say, except I have some law to support 
the position I have taken. 

The Court. You mean, under our rule that this is not a judicial proceeding? 

Mr. Trexen. That the Senate Banking Committee’s hearings here are not a 
Judicial proceeding under the rule, and hence the court lacks authority, I say 
possibly unfortunately lacks authority, to muke these available. 


The Courr. You say you have not released them only to the persons that you 
have named? 
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Mr. Treken. That is correct, plus the fact that the Federal grand jury sitting 
in Springfield made a request to the United States attorney down there for copies 
of these to take up in what I understand is an income-tax matter pending before 
the Federal grand jury in Springfield. 

The Courr. Have you given copies to the district attorney down there? 

Mr. Tiexen. To the grand jury down there; yes, I have. 

The Court. Anything further? 

Mr. Hate. I certainly would concede the Senate hearing is not a judicial pro- 
ceeding. It is a legislative proceeding held in accordance with Rules of the 
Senate, and the Constitution 

I think the only thing I can add, I have no disagreement with the position 
really taken by either other than the fact that it does seem to me that the rules 
providing for secrecy in grand jury proceedings need not necessarily appertain 
to a single specific document. I may be wrong in that position and Mr. Tieken 
may be able to distinguish the case, but it does seem to me there could be a 
distinction between a document which at one point was before a grand jury and 
the proceedings, the testimony, the conduct of witnesses and things of that 
nature before the grand tury. 

Secondly, I would say that it seems to me the grand jury is in fact through 
with this document. The grand jury Mr. Tieken is speaking of is through with 
this document, and it would seem somewhat unreasonable that for an indefinite 
period of time after a grand jury is finished with the document that it should 
continue to be unavailable for ordinary proper purposes. It was my under- 
standing that Mr. Hintz had turned this over to the United States attorney's 
office, and thereafter it was used in the grand jury hearing. 

Now, from the point of view that Mr. Leonard was raising as to Mr. Hintz’ 
rights under the fifth amendment, it would seem to me that since this had 
been used for the purpose of returning an indictment in this court, and this 
document is now being used for the purpose of preparation, possible prepara- 
tion, or possible return of an indictment in the southern district of Illinois, 
the defendant’s rights will not be impaired to any additional extent by giving it 
to a legislative committee. The injury to his constitutional rights, if any, 
has oceurred first when he was already indicted, an indictment secured by 
eonsideration of that same document before the grand jury in Springfield. 

Mr. Trexen. If the court please, I merely point out one case in the southern 
district of New York, United States v. Stein. That was rule 17 (c) case, but 
in the course of the ruling the court had this to say: “Insofar as a disclosure 
of any document’’—Not just one, but any document—‘“documentary evidence 
presented to the grand jury is sought, the motion is denied,”’—which was a 
motion to make available a document offered as evidence before the grand 
jury. : 

The GCovrr. I think, in view of counsel’s statement that he hasn’t any 
authority—counsel for Mr. Hintz, isn’t it? 

Mr. Leonarp. Yes. 

The Courr. To either waive or do anything else concerning his position con- 
cerning the fifth amendment, and he wants him present, I think it is your 
duty to have him present anyway. How would we go about to get him in 
here? 

Mr. Hare. I may say, sir, at the moment he is in the Joliet prison under writ 
of habeas corpus issued by Judge Igoe directing the warden of the Joliet prison 
to make him available to the Senate committee. 

The Court. When was that issued? 

Mr. Hate. Last Thursday, I think was the day. The writ does not apply 
to hearings in this court, I would say; but it does require his presence in the 
hearings of the Banking and Currency Committee. 

The Covurr. Do you have any objection, if they suggest he come befere the 
committee, to bring him up here if you want him here? 

Mr. Leonarp. I have no objection. I would like to tell Your Honor that 
Mr. Hintz has never pleaded the fifth amendment throughout these proceedings, 
and he has been before a number of grand juries and everything else. I don't 
know whether he would plead it this time, but I think he should have the 
opportunity to state that. 

The Court. I think probably that is true. 

Mr. Treken. The court understands my position—that on his direction, since 
he lodged those documents with us, they are his documents, and he is entitled to 
ask for copies of them for whatever purpose he sees fit. 

The Court. That is, Hintz? 
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Mr. T1eKeN. Hintz, that is correct. They are his records as we look at it. 

1 he Court. When do you think you can get him here? 

Mr. Haue. I think, sir, we could bring him here tomorrow. 

The Court. All right. fit ¥ : 

Mr. Hate. We would be reluctant, but if it is appropriate, I think we could. 

The Court. All right, suppose you bring him in here. 

Mr. Leonaro. If Your Honor could make that for the following day, I would 
try to arrange to go down and maybe it would not necessitate his coming up here. 

‘The Court. Friday at 10 o’clock instead of Thursday. : 

Mr. Haus. Friday, I believe, is a holiday. Is that convenient to the court? : 

The Court. We don’t observe it here. I will be here. I will just continue this 
motion until Friday at 10 o'clock. All right, gentlemen. { 

(Whereupon the further hearing in this matter was continued to 10 o’clock a. m, 
Friday, October 12, 1956.) 


IN THE UNITED STATES DISTRICT COURT, NORTHERN DISTRICT OF 
ILLINOIS, EASTERN DIVISION 


In THE MATTER OF HEARINGS BY THE COMMITTEE ON BANKING AND CURRENCY OF 
THE UNITED STATES SENATE 


TRANSCRIPT OF PROCEEDINGS 


Had in the above-entitled matter before Hon. Philip L. Sullivan, one of the 
judges of said court, in his courtroom in the United States Courthouse, at Chi- 
cago, IL, on October 12, 1956. 

Appearances ; 

Matthew Hale, Esq., on behalf of Hon. J. William Fulbright, chairman of 
the Committee on Banking and Currency of the United States Senate. 

Hon. Robert Tieken, United States attorney for the northern district of 
Illinois. 

Frank J. MeGarr, Esq., assistant United States attorney for the northern 
district of Illinois. 

John Leonard, Esq., on behalf of Edward A. Hintz. 

The CLERK. Hearing by the Committee on Banking and Currency of the United 
States Senate. Motion to make available to the committee the so-called ledger 
of the so-called envelope account of Orville E. Hodge kept by Edward A. Hintz. 

Mr. Leonarp. Good morning, Your Honor. Your Honor, I am John Leonard. 
I represent Mr. Edward A. Hintz. We appeared before you last Wednesday, 
and I have a statement in reference to Mr. Hintz. 

The Court. All right. 

Mr. LeonArp. He voluntarily appeared before the United States grand jury, 
and tendered to the grand jury his records of Hodge matters, at that time giving 
to the grand jury all of the information that he had available to him. 

it was the understanding that these records would be kept confidential in the 
Federal grand jury and returned to him after having been used by them and 
having been kept confidential by them. 

At the court’s suggestion, I again visited Mr. Hintz yesterday at Joliet, and 
discussed with him his constitutional rights, including that of self-incrimination. 

You must remember that never, throughout these entire proceedings, did Mr. 
Hintz take the shield of the fifth amendment, and he does not intend to do so now. 

The Senate Banking Committee, a legislative group, has no right to these 
records, unless Mr. Hintz consents to the delivery of them from the district 
attorney, who is custodian of the Federal grand-jury records. We base this on 
rule 6 (e) of the Federal Rules of Criminal Procedure, which in part says: 

“Otherwise a juror, attorney, interpreter, or stenographer may disclose matters 
occurring before the grand jury only when so directed by the court preliminary 
to or in connection with a judicial proceeding.” 

In no way can the Senate Banking Committee be considered a judicial 
proceeding. 

Mr. Hintz has not and does not give his consent to the release of these records. 
If anyone is entitled to the records, it would be on motion of the State’s attorney 
of Cook County, and only then with Mr. Hintz’ consent to give it to the State’s 
ae of Cook County for use by him in the grand jury upon waiving of his 
rights. 

1 now make demand on Mr. Tieken, United States district attorney, on behalf 
of Mr. Hintz, for the records left with the United States grand jury. 





1154 ILLINOIS BANKING SITUATION 


I plan to further discuss the production of these records with the State's at. 
torney of Cook County, and would keep them in my possession until that time. 
At the time of producing and delivering them to Mr. Gutknecht I think yr 
Hintz’ constitutional rights will continue to be available to him. 

Mr. Hintz feels that he has cooperated with the Senate Banking Committee 
through their staff, Messrs. Wallace, Hale, and Rodgers; and the record wij 
show that Mr. isimtz appeared before that group on August 24 and 29 of 195¢ 
at which time he gave his complete cooperation. ' 

It should also be noted that this was the last week of Mr. Hintz’ freedom before 
he started to serve his prison term in Joliet, and he did undergo tremendoys 
inconvenience to meet this schedule. 

On Octover 9 Mr. Hintz appeared in response to a writ of habeas corpus, which 
we feel is not correct procedure for this Senate group; and we plan to appear 
before Judge Igoe after this hearing to have that habeas corpus quashed. 

He had spent some sleepless nights worrying about this barrage of television, 
motion-picture, and still cameras. He was brought in from Joliet prison in 
chains, and prison suit, and prison haircut, and at that time made a request 
to the chairman of the Senate Banking Committee—— 

The Court. How do I have anything to do with that? 

Mr. Leonarp. These are the reasons Mr. Hintz will not consent to turn over 
these records to the Senate group. I don’t want you to think he is withholding 
the information just because he does not want to give it to them. He has cer- 
tain constitutional rights, and he has certain reasons he does not feel that the 
Senate Banking Committee is entitled to them. 

The Court. Go ahead. 

Mr. Leonarp. That he would be willing to cooperate with them to the fullest 
extent, but without television, motion-picture, and still cameras while he is 
testifying. The small courtroom was crowded with between 50 and 100 pieces 
of equipment, with spectators standing around the door and around the walls. 
In the place of a distinguished and well-known sportsman and banker, the 
spectators saw a man who had been led to the witness room in chains, dejected 
and discouraged, to have faced a barrage of motion-picture cameras as well as 
television cameras. 

When Mr, Hintz was called to this small courtroom, he requested for himself 
that these cameras be removed. This request was denied, and Mr. Hintz never 
re-used to answer the questions if he was permitted to do so under proper 
surroundings. 

‘The Court. Mr. Leonard, I still can’t see how that has any bearing. 

Mr. Leonarp. I think the Senate committee may tell this court that Mr. Hintz 
did not testify, and they don’t need these records to get the proper testimony; 
and I just want to show this eourt that that is not what they need. They can 
have his testimony, if they want his testimony, just under normal circumstances 
in which we think a witness should be asked. 

The Court. If he has the records, would he then let the committee see the 
records? 

Mr. Leonarp. No; Your Honor. He will testify, but without these cameras 
and television. 

The Court. I understand, but with the records, without the television cam- 
eras—with the records, if Mr. Tieken turns over the records to him, will he 
bring them in? 

Mr. Leonarp. He would go in and testify fully ; yes, Your Honor. 

The Court. And bring the records in? 

Mr. Leonarp. Yes; Your Honor. 

The Court. Well, let us see now what Mr. Tieken has to say about turning 
them over. 

Mr. Trexen. As we indicated the other day, the United States attorney has two 
obligations to the grand jury and this court as the supervisor of the grand jury. 
We take the attitude that a witness that produces records before the grand jury 
is entitled to a copy of them, either before they are presented or after they have 
been presented; and if he doesn’t have a copy, he is entitled to come into our 
office and look at his own records. Under that circumstance, I would ask the 
court’s approval to turn over copies of his records to Mr. Hintz’ attorney. 

Mr. Hare. May it please the court, I think we can say to the court that we are 
exactly in the position we were first thing Wednesday morning. Mr. Tieken has 
the records, the original documents which the committee wishes to see in the 
course of its investigation under its constitutional powers. Mr. Tieken says he 
will turn the document over to Mr. Hintz or give him a copy of it if Mr. Hint 
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requests it. Mr. Tieken says he will give the committee a copy of the document 
and make the original available for inspection if Mr. Hintz will request it, will 
request Mr. Tieken to give us this authority. ; aus 
Our feeling is that we, as a Senate committee, actin’ under nronen enthorsty, 
with subpena powers, one of the coordinate branches of the Government, have a 
right to see this document whether Mr. Hintz consents or noi, vai .- .F. 
Hintz. privileges under — soi ete or and barring only the substance of 
sec in nd jury proceedings. 
> oe ae een tliat at Mr. Hints is protected by the fifth amendment 
from producing the document to us, we wou'd be barred; and T thirk i* the 
document is in substance privileged under grand jury proceedings, we would 
avree we could not get it. But we think the facts and the cases on the subject 
support our position that we should be able to have access to the original docu- 
nent and have a true copy thereof, regardless of Mr. Hintz’ agreement to sign a 
letter or nonagreement to sign a letter; provided, only, the fifth amendment is not 
involved, as we understand it is not. 

At our last hearing Mr. Tieken referred to the case of United States v. Stein 

is F.R. D, p. 17). In that case the court did state that documents produced 
before a grand jury would not be made available to the defendant in a criminal 
proceeding. But I submit the facts in that case are completely different from 
those in the present case. That was a Smith Act case, a subversive activities type 
of cas®, where certain persons were indicted for subversive activities. Before 
the trial the defendants moved to be advised of all the documents, records, and 
hooks which were submitted to the grand jury which indicted them. Tney also 
moved for a bill of particulars or information as to which of a large number of 
documents were going to be used at the trial against them. The court denied 
their motion to see, to know, which documents were presented to the grand jury, 
but granted their motion for advice as to what documents were going to be 
presented before them at the trial. I don’t think anybody can criticize that de- 
cision. It seems to me it was none of the defendant’s business which particular 
document it was that led to their indictment. All they needed to know to prepare 
themselves for trial was adequate notice of which documents were going to be 
produced at the trial. 

A much better opinion for the court in this case to follow it seems to me is the 
case In re Bullock. Thanks to the courtesy of Mr. Tieken in letting us use his 
library, we have been able to look up at least a few cases (In re Bullock, U. S§. 
District Court, District of Columbia, March 1952; 103 Fed. Supp. 639). 

In that case a policeman, an inspector of police in the District of Columbia, was 
involved in indictment proceedings and apparently was not convicted. The case 
could not have come up if he had been. He had testified before the grand 
jury before this case came up. The District of Columbia Commissioners were 
concerned about their employment of Inspector Bullock, felt they should look 
into the cireumstances surrounding this case to find out whether they should 
continue to employ him. So they filed an application in the district court re- 
questing access to all the proceedings of the grand jury, proceedings meaning 
testimony by witnesses including testimony by Inspector Bullock. To make the 
conclusion short, the court authorized the transmission of that part of the 
proceedings which involved Inspector Bullock’s own testimony to the District 
Commissioners for use in disciplinary proceedings against Inspector Bullock 
in the District of Columbia departmental service. I think the opinion, however, 
is worth more than merely as an instance of a case where grand jury proceedings 
were made available for use in nonjudicial proceedings. I think the opinion 
goes into the reason for grand jury secrecy, and develops in a fashion which I 
think makes it amply clear that regardless of Mr. Hintz’ consent, the Senate 
committee should have aecess to that original document. 

The Court. What is that citation? 

Mr. Hare. 103 Federal Supplement 639. 

The Courr. District court? 

Mr. Hate. District court, Judge Kirkland. In this case the court recognized 
what everybody agrees—that grand jury proceedings should be secret, that there 
are valid reasons for it, and that secrecy should be breached only when the 
public interest requires it. Incidentally, the court pointed out and said: 

“If a literal interpretation of the Federal Rules of Civil Procedure 6 (e) were 
civen it would appear that under the circumstances the court has no authority 
to grant the petition before it.” 

As I understand it, that is Mr. Tieken’s position. They cite a case there. 

“However,” goes on Judge Kirkland, “by way of interpretation the Federal 
courts have extended their jurisdiction so that they may remove the seal of 
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privacy from grand jury proceedings”-——and the next is in italic—‘when in the 
court's discretion the furtherance of justice requires it.” 

Then, as you will remember, this is a case where this testimony was made 
available for departmental disciplinary proceedings, which I think cannot be 
considered judicial. 

The court listed the common-law reasons for secrecy, and I think it is 
interesting to bear the facts in this case in mind while considering these gix 
reasons for secrecy of the grand jury: 

“1. To prevent the escape of those indicted.” 

That would seem to be academic in this case. 

‘2. To insure the grand jury freedom in its deliberations.” 

The grand jury has returned its indictment ; Mr. Hintz has pleaded guilty ang 
is in jail. The grand jury no longer needs freedom in its deliberations. 

“3. To prevent any persons from annoying the grand jurors.” 

Considering the publicity that has been given to this document, I don’t 
think its release to the Senate Committee on Banking and Currency would 
either add or subtract anybody’s power to annoy the grand jurors. 

“4. To prevent subornation of perjury with witnesses who may testify before 
the grand jury and later appear at the trial of those indicted by it.” 

There again, Mr. Hintz has pleaded guilty. There is no problem of sub- 
ornation of perjury at his trial. 

“>. To encourage free and untrammeled disclosures by persons who have 
some information with respect to the commission of crimes.” 

Meaning, I think, that there is a real public interest in making it possible 
for people to go before a grand jury and perhaps give information about their 
employers, about their public officials, without fear that as soon as they leave 
the grand jury they will suffer for it. But here in this case, the publicity that 
has been given the fact that this document has been before the grand jury, it 
seems to me, makes the original available to this committee. It would not raise 
a problem under that rule. 

“And 6, to protect the innocent person, who is accused but exonerated, from 
the disclosure of the fact that he has been under investigation.” 

There again, Mr. Hintz pleaded guilty, so there is no need to worry about 
releasing the information that this document was before the grand jury. 

In short, it is our feeling, that the valid reasons for secrecy in grand-jury 
proceedings, in some cases even the documents that are submitted to the grand 
jury, do not apply to this case in the slightest degree. 

I think it is worth emphasizing the fact that the argument of secrecy of the 
grand-jury proceedings, which is a matter of public interest, of interest in pre- 
serving effective, useful, strong grand juries, which is a genuine public interest, 
cannot apply in this case. 

This privilege of secrecy has been delegated, in effect, by Mr. Tieken to Mr. 
Hintz. If Mr. Hintz askes for the document, Mr. Hintz can have a copy of it; 
if Mr. Hintz asks for a copy of it for us, we can have a copy; but if Mr. Hintz 
says, “No,” then we go through all the history of grand-jury proceedings and 
find the Senate Committee on Banking and Currency cannot have this docu- 
ment. To me it seems as though that was placing in Mr. Hintz the entire 
authority over the problem of secrecy of grand-jury proceedings. To me that 
makes no sense whatever. 

One more point—I think I mentioned it before, but I would like to mention 
it as part of the background here—we feel that even without an order from 
you we should receive access to the original and a copy of the document. 

We served a subpena duces tecum upon Mr. Hintz calling for the production 
of this document, the ledger. At the time we served him, Mr. Tieken was taking 
the position, as he is now, that this document came from Mr. Hintz, belonged to 
Mr. Hintz, would be returned by him to Mr. Hintz when all proceedings were 
through, and a copy would be made available to Mr. Hintz at any time he chose 
to request it. It is our feeling that under those conditions that document, or 4 
copy, is available to the committee just as much as though we had served a 
subpena duces tecum upon the president of a corporation, and the president had 
replied, “I can’t give it to you. It is in my secretary's filing cabinet, and I won't 
ask her to bring it over here.” 

We feel that in this case we have served a subpena duces tecum upon the 
principal, Mr. Hintz, and that under the circumstances described by Mr. Tieken 
he is, in effect, with respect to Mr. Hintz, acting as an agent of Mr. Hintz, and 
that a subpena served upon the principal requires production from the agent. 
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Now, one question came up in discussion on Wednesday ; that is, the fact that 


we read all about this document we subpenaed in the newspapers. I think it is 


true that a certain degree of unreality has been cast over these proceedings by 
publication of what purports to be a copy, a copy of a document obtained by the 


ers, as I understand it from a man who received it from Mr. Tieken on 
instructions from Mr. Hintz. ; ‘ ¥ Pee 

~ It is true that since we first discussed the matter with Mr. Tieken last F riday 
this document has turnd up in the papers, and it is true we can buy a copy of the 
newspapers for 5 cents and read the copy. But, frankly, we do not feel that 
proceedings should be made to abate merely by something of that sort. In any 
event, we do feel that we are entitled to the best evidence, the original docu- 
ment, if Mr. Tieken is through with it, or, if he is not through with it, to access 
to the original document and a true copy. 

I thank Your Honor. 

The Court. Well, let me understand—see if I understand this. If Mr. Hintz’ 

lawyer requests that you give the original document or a copy thereof to him, 
“ou will do it? 
, Mr. TD KEN. With the court’s consent, to see that I am doing properly, because 
as far as I read the rule I have no authority to do it otherwise. Judge Barnes 
had told us that he agrees with that principle, and I have acted on it when he 
was here. I haven’t mentioned that to this court. But since he produced the 
document, it is his document, we always have felt, and it has been the practice 
in this court, as I understand it, for a long time, that anybody that produces a 
document can have a copy made before they bring it in, or, if they do not have 
a copy made, they can look at the document after it is produced, or have a covy 
made after it is produced. That is what I propose to do here. 

if I may answer this last proposition that was made here, it is rather strange 
to me to think that any legal construction would say that the grand jury is 
Mr. Hintz’ agent for the purpose of using this Senate subpena. I can’t see any 
other construction that can be placed on this last argument. 

On the other one, I would like to present to the court a case diametrically 
opposed to that, in which Judge Hand has considered the very problem counsel 
is arguing, and has referred to time and again in his argument; and there, in 
Alabama, a Government attorney made a motion to the court that the grand- 
jury testimony and exhibits be made available to the election commissioners 
or similar officials of the city of Mobile. The Government made that motion, 
and the court would not allow it. 

The Court. What is in my mind now, if you are willing to give the document 
or a copy thereof to Mr. Hintz’ lawyer, now it is a problem between the committee 
and Mr. Hintz. 

Mr. TIEKEN. That is, as far as I can see; but as for myself, as representative 
and custodian of the exhibits before the grand jury, as I read this rule it only 
applies to a court order involving a judicial proceeding; and I would like to 
have a determination on that since that seems to be the crux of the situation. 
As far as my turning it over to counsel for Mr. Hintz, I can see no objection 
whatever. 

The Court. All right. There we are. 

Mr. Leonarp. Those are my feelings, too, Your Honor; and I think if you 
read counsel’s case that he just cited, he said something about “furtherance of 
justice,” as it requires it. The Senate Banking Committee has set itself up as 
a trial court, when, in fact, it is a legislative body with a purpose, a set purpose, 
I will say, and I see where they have no right to this. They have not mentioned 
how this would serve their purpose. 

The Court. Well, I don’t think I can go into that. But now, if counsel, Mr. 
Tieken, will turn it over to you, and we will assume now that you have it, now 
the question is: Can the Senate committee compel you to turn it over to them? 

Mr. Leonarp. Yes; that is right. 

Mr. TrekeNn. I have photostatic copies, which I have just compared. I am 
prepared to state that this is a certification by the custodian of the original 
records. These are two photostatic copies, and I would like the record to 
show that I am turning it over to counsel for Mr. Hintz, with the approval 
of the court. 

Mr. Hate. Am I to understand, sir, that Mr. Hintz will also instruct the 
United States attorney to let us examine the original? 

The Court. To do what? 


Mr. Hate. To examine the original document, and have a copy? He has not 
got the original. 


newspa] 
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The Court. I understand that ; but if he says that is a photostatic copy, I must 
assume it is true and correct; I see no reason to doubt it. He would hardly mis. 
represent that to the court. Now, he has it. 

Mr. Hate. We have served a subpena duces tecum upon Mr. Hintz, request. 
ing that he give us that document. 

The Courr. That is right. What have you to say now? 

Mr. Leonarp. I can’t give up the document, Your Honor. I have to give it to 
a judicial body, such as the State’s attorney of Cook County; and if the State's 
attorney of Cook County then asks me, I have a right to go before the State's 
attorney of Cook County with Mr. Hintz, and he has his rights to his constity- 
tional rights if he wants them. As a matter of fact, I talked to the State’s attor. 
ney of Cook County in reference to it, and told him that I was making this 
motion today; and if he did want these records, if he would get in touch with 
me, or I would get in touch with him, we would discuss it. The State’s attorney 
has already made some announcement in the press concerning his talk with me 
concerning it. 

The Court. I think as far as Mr. Tieken’s office is concerned, they are out of 
this case now’ I think they are out. They turned it over. 

Mr. Trexen. The order is that the motion made by the Senate committee to 
have me make the original available to them and turn over a copy is denied? 

The Court. No, I did not say that. 

Mr. Hate. I would like to oppose that suggestion very strongly. I think if 
Your Honor would read that Bullock case, you will find that you have clear 
authority, and every warrant, every reason, in the furtherance of justice, to 
direct the United States attorney himself to make a copy available to us without 
this runaround of trying to get it from Mr. Hintz. I think that Bullock case js 
absolute clear authority; and the United States Senate should not be put in a 
position of having to serve subpena after subpena upon Mr. Hintz in order to 
get the document. 

The Court. Well, you can make your demand now. You will accept a demand, 
will you, to turn over the document? 

Mr. Leonarp. I will accept the demand on this basis: I feel that the Senate 
Banking Committee brought Mr. Hintz up here under an unlawful process—a writ 
of habeas corpus, which they had no right to do, and which I am going to appear be- 
fore Judge Igoe immediately after this hearing and have it quashed—to serve him 
this writ, to serve him this subpena, which is an unlawful subpena when he is 
brought up here under these circumstances. 

Mr. Hate. I think that illustrates my position exactly, sir. We feel that 
under that Bullock case we have a right to that document from Mr. Tieken, and 
that we do not have to serve subpenas and subpenas and take all these other 
proceedings, and tangle with the United States attorney. 

The Court. Well, I think you will have to give me a couple of days to read 
those cases. 

Mr. Hate. I wish you would, sir. This is a matter of real importance. 

The Court. There is no particular emergency about this; is there? 

Mr. Hate. No, sir. I think we can by this time say the matter is less urgent. 

The Court. Each side file a memorandum within 5 days. 

Mr. Hate. I would appreciate that opportunity, sir, because I think this is 
a precedent of real importance. 

The Courr. And if you want, I will give you 2 days thereafter. File your memo- 
randums simultaneously, and I will give each of you 2 days thereafter to answer, 
if you care to answer what other points are raised ; I will set this matter for—well, 
I will notify you. I will take it under advisement. 

Mr. Hate. When should the first memorandum be in? ; 

The Covrr. In5 days. You file your memorandum with my secretary in 5 days, 
and you can have 2 days thereafter to answer, if you desire. I will take it under 

advisement and advise you when I am ready to decide it. 
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UNITED STATES DISTRICT COURT, NORTHERN DISTRICT OF 
ILLINOIS 


in the Matter of Hearings by the Committee on Banking and Currency of the 
United States Senate 


\eMORANDUM OF PoINTS AND AUTHORITIES ON BEHALF OF COMMITTEE ON BANKING 
AND CURRENCY, UNITED STATES SENATE 


The pending motion is made, on behalf of the Committee on Banking and Cur- 
rency of the United States Senate, to direct the United States attorney to permit 
inspection by said committee or its duly authorized representatives of the ledger 
of the envelope account of Orville E. Hodge kept by Edward A. Hintz, and to 
supply to said committee a photostatic copy thereof certified by the United States 
attorney to be a true and complete copy. 


THE ISSUES BEFORE THE COURT 


The issues before the court are whether, in the absence of any claim of privilege 
inder the fifth amendment by Edward A. Hintz, the presumed owner of the 
ledger, and the absence of any consent by Edward A. Hintz: 

(1) the court has authority to direct the United States attorney to make 
the ledger available to the committee ; and 

(2) the court should, in the exercise of its sound discretion, direct the 
United States attorney to make the ledger available to the committee. 


STATEMENT OF FACTS 


The Committee on Banking and Currency, pursuant to a committee resolution 
adopted July 27, 1956, is conducting an investigation into the Illinois banking 
situation and other matters under the jurisdiction of the committee. 

One of the matters of concern to the committee is an irregular account, main- 
tained by Edward A. Hintz, executive vice president and later president of the 
Southmoor Bank & Trust Co. (a State bank and deposits of which are insured 
under the Federal Deposit Insurance Act (12 U. S. C. 1811 et seq.), for Orville 
BH. Hodge, auditor of public accounts of the State of Illinois (in that capacity 
the official who charters and supervises State banks), into which account were 
placed large sums of money belonging to the State of Illinois. The committee 
deems it advisable to have access to this ledger for its use in this investigation. 

Edward A. Hintz kept a ledger of deposits in and withdrawals from this 
irregular deposit account. This ledger was given by Hintz to Mr. Frank J. 
McCarr, assistant United States attorney (transcript, p. 9). The United States 
attorney takes the position that the ledger belongs to Hintz (transcript, p. 10), 
and accordingly offered to give a copy to Hintz if he asked for one (transcript, 
pp. 9-10, 837), and when Hintz’ lawyer asked for a copy (transcript, p. 22), the 
United States attorney delivered a copy to Mr. Leonard (transcript, p. 40). In 
addition, the United States attorney, at Hintz’ direction, sent a copy of the ledger 
to Hodge’s lawyer (transeript, p. 9). It is a matter of common knowledge that 
what purports to be a copy of the ledger was printed in the press on October 
10, 1956, the day this motion first came before the court and the following day. 

The ledger was used before the Federal grand jury in the northern district 
of Illinois (transeript, p. 8), and a copy of it was sent by the United States 
attorney to the United States attorney in Springfield for use before a grand 
jury in the southern district of Illinois (transcript, p. 12). 

The United States attorney has offered to make a copy available to the com- 
mittee if Hintz will request him to do so (transcript, pp. 3, 16). Hintz has 
refused to do so (transcript, pp. 3, 10, 21, 23, 25), though Hintz had previously 
been served with a subpena duces tecum requiring the production of various 
records, including the ledger (transcript, pp. 3-4). Hintz has disclaimed the 
intention of raising the question of privilege, if any, under the fifth amendment 
(transcript, p. 21). 

Mr. Leonard takes the position that the ledger was voluntarily submitted to 
the grand jury, on a confidential basis (transcript, p. 20) and that he intends 
to deliver it to the State’s attorney for Cook County (transcript, p. 22). Mr. 
Leonard refused to make available to the committee the copy of the ledger 
received in court from the United States attorney (transcript, pp. 40-41). 
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ARGU MENT 
I 


The authority of the committee, under the Constitution and statutes of th, 
United States, is and should be broad. In the absence of some compelling prin. 
ciple to the contrary, the committee should be granted access to the ledger. 

Article I, section 1, of the Constitution of the United States of America pro- 
vides that 

Section 1. “All legislative Powers herein granted shall be vested in a Congress 
of the United States, which shall consist of a Senate and House of Representa- 
tives.” 

The legislative power has been held to include the power to take testimony 
oral or written, in order to find out whether legislation is needed, and if 80, 
what the terms of the legislation should be (McGrain v. Daugherty (1927) 273 
U. S. 135, 160-180; see generally memorandum in 15 R. F. D. 471). 

A number of statutes have been enacted to enable congressional committees 
to carry out the factfinding necessary to the legislative process. 

Section 134 (a) of the Legislative Reorganization Act of 1946 (60 Stat. 831), 
enacted under the rulemaking powers of the Senate (see 60 Stat. 614), provides 
in part as follows: 

“Each standing committee of the Senate * * * is authorized to hold such 
hearings, * * * to require by subpena or otherwise the attendance of such 
witnesses and the production of such correspondence, books, papers, and docu- 
ments, to take such testimony * * * as it deems advisable.” 

Section 192 of title 2, United States Code (R. §., sec. 102; 52 Stat. 942) pro- 
vides in part as follows: 

“Every person who having been summoned as a witness by the authority of 
either House of Congress to give testimony or to produce papers upon any 
matter under inquiry before * * * any committee of either House of Congress, 
willfully makes default, or who, having appeared, refuses to answer any ques- 
tion pertinent to the question under inquiry, shall be deemed guilty of a mis- 
demeanor, punishable by a fine * * * and imprisonment in a common jail * * *.” 

Section 194 of title 2, United States Code (R. S., sec. 104; 49 Stat. 2041; 52 
Stat. 942) provides the mechanism for instituting proceedings against witnesses 
who fail to appear or to testify or who fail to produce records. 

Section (d) of Senate rule XXV (Senate Manual, 1955, pp. 32-33) sets forth 
the jurisdiction of the Committee on Banking and Currency, including the 
following: 

“1. Banking and currency generally. 

“2. Financial aid to commerce and industry, other than matters relating to 
such aid which are specifically assigned to other committees under this rule. 

“3. Deposit insurance. 

“4. Public and private housing. 

“5. Federal Reserve System. 


* * * * * * > 


The records of an irregular account maintained by the auditor of public 
accounts of the State of Illinois (the official who charters and supervises State 
banks) at a bank, deposits in which are insured under the Federal Deposit In- 
surance Act, are clearly relevant to the committee’s functions with respect to 
banking and currency generally and to deposit insurance, and to the commit- 
tee’s pending investigation into the Illinois banking situation and other matters 
under the committee’s jurisdiction. 


Ir 


This Court has the authority, in the exercise of its sound discretion, to make the 
ledger available to the committee, and the Court should exercise this discre- 
tion in favor of the committee. The principle of secrecy of grand jury pro- 
ceedings as set forth in rule 6 (e) of the Rules of Oriminal Procedure, urged 
by the United States Attorney as a bar to making the ledger available to the 
committee, does not preclude such action by the Court. 


Subdivision (e) of rule 6 of the Federal Rules of Criminal Procedure reads 
in part as follows: { 

“(e) Secrecy of Proceedings and Disclosure. Disclosure of matters occurring 
before the grand jury other than its deliberations and the vote of any juror may 
be made to the attorneys for the Government for use in the performance of their 
duties. Otherwise a juror, attorney, interpreter or stenographer may disclose 
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matters occurring before the grand jury only when so directed by the court pre- 
liminarily to or in connection with a judicial proceeding or when permitted by 
the court at the request of the defendant upon a showing that grounds may 
exist for a motion to dismiss the indictment because of matters occurring before 
the grand jury. No obligation of secrecy may be imposed upon any person 
except in accordance with this rule. * * *” (Adopted December 26, 1944, effec- 
tive January 1945.) 

The revisers note to subdivision (e) reads in part, as follows: 

“|. This rule continues the traditional practice of secrecy on the part of mem- 
bers of the grand jury, except when the court permits a disclosure, Schmidt v. 
United States (115 F. 24 394) * * *; United States v. American Medical Associa- 
tion (26 F. Supp. 429, D. C.) ; Cf. Atwell v. United States (162 F. 97) * * * 

“9 The rule does not impose any obligation of secrecy on witnesses. * * *” 

In construing this rule, the point of view expressed in rule 2 should be con- 
sidered : 

““Rule 2. Purpose and construction. These rules are intended to provide for 
the just determination of every criminal proceeding. They shall be construed 
to secure simplicity in procedure, fairness in administration, and the elimination 
of unjustifiable expense and delay.” 

Rule 6 (e), and the practice preceding it, have been the subject of many 
decisions. (See U. S. v. Smyth D. C. Cal., 1952, 104 F. Supp. 279 and 283 for 
historical background). The present general state of the law is briefly de 
scribed by the Supreme Court in United States v. Socony-Vacuum Co. et al. 
(1940) 310 U. S. 150, 233-4, as follows: 

“Grand jury testimony is ordinarily confidential. See Wigmore, supra, § 2362. 
But after the grand jury’s functions are ended, disclosure is wholly proper where 
the ends of justice requireit. Mctzler v. United States, 64 F. 2d 203, 206.” 

In determining questions involving the disclosure of proceedings before a 
grand jury, the courts have looked to the reasons for the secrecy. One of the 
most comprehensive statements of these reasons is found in In re Bullock (D. C.; 
D. C., 1952) 103 F. Supp. 639, 642, as follows: 

“The common law reasons for secrecy were several and may be stated 
thusly : 

“1, To prevent the escape of those indicted ; 

“2? To insure the grand jury freedom in its deliberations ; 

“3. To prevent any persons from annoying the grand jurors; 

“4. To prevent subornation of perjury with witnesses who may testify before 
the grand jury and later appear at the trial of those indicted by it; 

“5. To encourage free and untrammeled disclosures by persons who have some 
information with respect to the commission of crimes, and 

“6. To protect the innocent person, who is accused but exonerated, from the 
disclosure of the fact that he has been under investigation.” 

This statement has been cited in later cases (Cammer v. United States, 
(0. C. A. D. C., 1955) 223 FP. 2d 322, 8327; Herzog v. United States, (application 
for bail, 1955), 99 L. E. 1299, 1302, 75 S. C. 349, 352; United States v. General 
Motors Corp. (D. C. Del. 1954) 15 F. R. D. 486, 487; United States v. Skurla 
et al. (D. C. W. D. Pa. 1954) 126 F. Supp. 711, 712). Other frequently cited 
statements of these reasons, not differing in essentials from those set forth in 
In re Bullock, supra, are found in United States v. Amazon Industrial Chemical 
Corp. et al. (D. C. Md. 1931) 55 F. 2d 254, 261, and United States v. Rose (C. C. A. 
3, 1954), 215 F. 2d 617, 628-9. 

A 


The principle of secrecy of grand jury proceedings, as laid down in rule 6 (e), 


does not apply to the ledger in question, under the circumstances involved 
here 


The ledger itself is not a matter “occurring before the grand jury”, though the 
fact of its presentation to the grand jury is (United States vy. Stein 
(D.C. 8. DN. ¥., 1955) 18 F. R. D. 17). 

_ Since the fact that the ledger was before the grand jury which indicted Hintz 
is already public, no veil of secrecy with respect to a matter occurring before the 
grand jury remains to be lifted. 

In this connection the third sentence of rule 6 (e) should be considered. “No 
obligation of secrecy may be imposed upon any person except in accordance 
with this rule.” Rule 6 (e) should not be interpreted broadly to bar access to 
documents for proper purposes; on the contrary, the rule should be interpreted 
So as to permit the maximum of disclosure and the minimum of secrecy, so far 
as consistent with the reasons for the rule. 
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Whatever veil of secrecy may once have ezisted has already been lifted so far 
as rule 6 (e) and the public interest is concerned 


A copy of the ledger was delivered to Hodge’s attorney some time ago, and 
a copy was delivered to Mr. Leonard for Mr. Hintz on October 12, 1956. The 
United States Attorney has stated that he would give the Committee a copy if 
Hintz requested him to do so, 

No restrictions as to to the use of the copy given to Hodge’s lawyer or to Mr 
Leonard for Hintz were imposed by the United States attorney, and it is stateq 
that the copy given to Hodge’s lawyer was the source of the version appearing 
in the press. The statement by Mr. Leonard that the copy he received would 
be produced and delivered to the United States attorney for Cook County 
(Tr. 2, p. 22) was not a condition to the delivery by the United States attorney. 
If it were deemed appropriate to deliver a copy to the State’s attorney, this 
could be done directly, in the court’s discretion, in accordance with the precedent 
established in Jn re Attorney General of the United States, In re National Title 
Guaranty Co. (Kings County Court, 1936) 160 Misc. 5383; 291 N. Y. S. 5. 

Under these conaitions Hintz has the authority to make the ledger public, at 
will and under such conditions as he may choose. Hintz, therefore, already has 
the power to make the disclosure which rule 6 (e) gives the court authority to 
make if the veil of secrecy exists. Since the power to enforce the veil of 
secrecy has already passed from the Court’s hands to those of Mr. Hintz, denial 
of the committee’s motion could not insure continuance of the veil of secrecy; it 
would only hamper the committee’s investigation. 


Cc 


Assuming that rule 6 (e) applies to the ledger, the court has the authority, and 
should exercise its sound discretion, to make the original ledger in the hands 
of the United States attorney available to the committee 


The many cases applying the rule of secrecy of grand jury proceedings appear 
difficult to reconcile. In spite of the general agreement that disclosure of grand 
jury proceedings will be permitted “where the ends of justice require it” (United 
States v. Socony-Vacuum Oil Co., supra), difficulty arises in determining when 
the interests of justice require the disclosure. 

The court in United States v. Ben Grunstein & Sons Co., et al., ((D. C. N J. 
1955) 187 F. Supp. 197, 203), made a careful analysis of various types of cases on 
the subject: 

(i) Cases “where the object of the inspection of the grand jury minutes is to 
aitack the indictment.” Short shrift is given to such attempts. These cases 
include the two frequently quoted opinions by Judge Learned Hand, United 
States v. Violon ((C. C. 8. D. N. Y., 1909) 173 F. 501), and United States vy. Gars- 
son ((D. C. 8. D. N. Y., 1923) 291 F. 646), and another frequently cited case, 
United States v. Papaioanu ((D. C. Del., 1950) 10 F. R. D. 517). See also 
Cammer v. United States, supra; Schmidt vy. United States ((C. C. A. 6, 1940) 
115 F. 2d 394) ; and Atwell v. United States ((C. C. A. 4, 1908) 162 F. 97), involv- 
ing efforts by attorneys for defendants to find out from grand jurors what 
occurred in the grand jury room. 

(ii) Cases “where the grand jury minutes constitute the very gist of the crim- 
inal charge against the defendant, as in perjury cases.” Here the defendant is 
usually permitted to see all of his own testimony, in order that he may be able 
to place the allegedly perjured statement in the right context. United States v. 
Rose, supra; United States v. Remington (C. C. A. 2, 1951) 191 F. 2d 246). 

(iii) Cases “where the indictment emanating from the grand jury in question 
is still alive.” United States vy. Crolich et al. ((D. C. Ala., 1952) 101 F. Supp. 
782), and cases cited in (i) above. 

(iv) Cases “where the discovery is asked, not as to the testimony of a particu- 
lar witness or witnesses, but of the entire minutes of the grand jury proceedings, 
save the action of the grand jurors themselves.” Metzler vy. United States ( (0. C. 
A. 9, 1933) 64 F. 2d 203) ; United States vy. General Motors Corp., supra; United 
States v. Morgan ((D. ©. 8. D. N. Y¥. 1948), oral opinion not reported, see 15 
F. R. D. 486). 

(v) Civil cases where grand jury proceedings have been terminated, and where 
a limited discovery of relevant evidence is requested. In some such cases the 
grand jury minutes have been disclosed in part, in order to carry out the policy 
of rule 46 (a) of the Federal Rules of Civil Procedure. United States vy. Ben 
Grunstein & Sons Co. et al., supra; United States v. Procter & Gamble Co., et al. 
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((D. C.N. J., April 17, 1956), 19 F. R. D. 122). (These cases do not appear fully 
consistent with United States v. General Motors Corp., supra.) 

In other cases, testimony before a grand jury is used at the trial to refresh the 
recollection of or to impeach the witness. United States v. Sovony-Vacuum Oi 
Co. supra; People v. Goldberg (Sp, Ct. Ill, 1922), 302 Ill. 559, 135 N. EB. 84) ; 
Metzler v. United States, supra; and see United States v. Alper ((C. C. A. 2, 
1946), 156 F. 2d 222, 226), an opinion by Swan, J., in which L. Hand, J., con- 
curred, in contiast to the latter’s opinions in United States v. Violon, supra, and 
United States v. Garsson, supra, under other circumstances. 

The cases cited above differ substantially from the present case. But there 
are cases Which resemble the present case closely, where minutes of the testimony 
of witnesses before a grand jury (where disclosure is more difficult to justify 
than disclosure of a document) was permitted for use in nonjudical proceedings. 

One such case is In re Bullock, supra. Bullock, a police inspector in the Dis- 
trict of Columbia, had testified before a grand jury, and was indicted and 
acquitted. The Commissioners of the District of Columbia moved to be granted 
access to the minutes of the grand jury for use in departmental disciplinary pro- 
ceedings. The court granted the motion with respect to Bullock’s testimony, but 
denied it as to other testimony. In its opinion, the court noted that a literal 
interpretation of rule 6 (e) would preclude granting the motion, and stated as 
follows: 

“However, by way of interpretation the Federal courts have extended their 
jurisdiction so that they may remove the seal of privacy from grand jury pro- 
ceedings when in the court's discretion the furtherance of justice requires 
it * * * Metzler v. United States (9th Cir., 64 F. 2d 203) ; United States v. Alper 
(2d Cir., 156 F. 2d 222) ; United States vy. Crolich (D. C. 101 F. Supp. 782)” (at p. 
641). 

After considering the common law reasons for the secrecy of grand jury pro- 
ceedings, as quoted above, and the improtance of full information as to the con- 
duct of police officers, the court granted the motion, stating that: 

“Where public interest is superior to the purpose of the secrecy of grand jury 
testimony, the latter protection will be disregarded and the minutes divulged 
within limits prescribed by law. To do otherwise would be an abuse of discretion 
and injurious to public interests. Cf, Jn re Crain (139 Misc. 799, 250 N. Y. S. 
249)” (at p. 643). 

The same principle was applied in In re Grand Jury Proceedings ((D. C. E. D. 
Pa., 1933) 4 F. Supp. 283). In the course of a grand jury investigation into the 
Prohibition Act two witnesses had testified. The Government had obtained the 
consent of the court to use of their testimony in proceedings to cancel the beer 
permit of a corporation. The corporation moved to vacate the order permitting 
disclosure. The court denied the motion to vacate, stating as follows: 

“It is sufficient to say that the rule of secrecy has long since been relaxed by 
permitting disclosure whenever the interest of justice requires. The determina- 
tion of this matter necessarily rests largely within the discretion of the court 
whose grand jury is concerned. [Citing cases.] It is my considered judgment 
that the ends of justice can be furthered by permitting disclosure of this 
testimony. 

“The rule of secrecy, it will be noted, was designed for the protection of the 
witnesses who appear and for the purpose of allowing a wider and freer scope 
to the grand jury itself, and was never intended as a safeguard for the interests 
of the accused or of any third person. The fact that the grand jury has adjourned 
and been discharged has often been considered as one reason for abandoning 
secrecy as to its deliberations. It is, however, not the only circumstance which 
luay move the court, nor is it essential to the exercise of its discretion. It yields 
to the general consideration whether the ends of justice will be furthered by 
the d sclosure. In every case the court is called upon to balance two policies, 
the one requiring secrecy, the other disclosure” (pp. 284-285). 

It is conceded that the investigation and hearings for which the committee 
(deems the ledger advisable is not a judicial proceeding. It is a legislative hearing, 
conducted under the Constitution of the United States of America, the statutes 
of the United States and the rules of the Senate, in the course of which the 
issuance of subpenas and other process is available to the committee (see point 
[ above). In this respect, therefore, the hearing and investigation may be con- 
Se _to have dignity and status under the Constitution equal to a judicial 
proceeding. 

The courts of New York have passed a number of times on the question of 
disclosure of grand jury proceedings to nonjudicial officials, under a statute 
Which does not limit the disclosure to one in connection with a judicial pro- 
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ceeding. In In re Crain, supra (cited in In re Bullock, supra), minutes of 9 
grand jury investigation conducted by T. C. T. Crain, district attorney of New 
York County, were requested by the Honorable Samuel Seabury, acting as 4 
statutory commissioner appointed by the Governor of New York to conduct an 
investigation of charges against Crain. Crain opposed the motion, officiahy 
and personally. The motion to disclose the minutes was granted. The court 
stated its reasons as follows: 

“The purposes of these restrictions are obvious. The granting of an order 
for the inspection of the grand jury minutes, however, is left entirely to the 
conscience and sound discretion of the court. It has been held, and properly 
held, that such diseretion should not be exercised to furnish the minutes to 
parties for their aid in private litigation. 

“The application before me, however, although not involved in a criminal] 
action, yet involves public interests in the broadest measure. The application 
is made by the Governor’s commissioner for necessary use in investigating the 
conduct of a public officer of great importance, and it is obvious to me that not 
only would sound discretion warrant the granting of the order in such a case. 
but that a refusal to grant it would be an abuse of discretion and injurious to 
pubiiec interests.” 

Disclosure of grand jury minutes was also permitted in Application of Scro, 
et al. ((Kings County Ct. 1951), 108 N. Y. 8S. 2d 305), for use in connection with 
departmental proceedings against policemen involving bookmaking conspiracy 
(cited and quoted from in In re Bullock, swpra) and in In re People ew rel. 
Sawpit Gymnasium (Sp. Ct. Westch. Cty. 1946) 60 N. Y. S. 24 598), for use by 
a village board in eliminating gambling and police participation therein. 

In United States v. Crolich, supra (cited in In re Bullock, supra), the court 
made the statement that disclosure of grand jury minutes concerning election 
frauds in which election officials participated to a broad appointing election 
officials would not be authorized, because such use would not be preliminary 
to or in connection with a judicial proceeding. This statement is contrary to 
the holdings in In re Bullock, supra, and In re Grand Jury Proceedings, supra. 
It is to be noted that this statement by the court in United States v. Crolich, 
supra, is not necessary to the decision. The court pointed out that three of 
the defendants involved had appealed, and stated as follows: 

“In the event of a remand of these cases or any of them, or should any of these 
three defendants for any reason later have to be tried for this offense, the 
interests of justice require the veil not be lifted, for disclosure of the identity 
of the individuals referred to would seriously hamper the Government in its 
prosecution of the case before the court and jury” (p. 784). 


D 


Edward A. Hintz has no standing to object to the disclosure of the ledger to the 
committee, and his consent or refusal to consent is immaterial 


Secrecy of matters before a grand jury is based upon the interest of the public; 
it is not for the benefit of the person indicted (In re Grand Jury Proceedings, 
supra; People v. Goldberg, supra; and see United States v. Smyth, supra; at p. 
304). 

Under the present circumstances, application of the principle of secrecy of 
grand-jury proceedings to the ledger, insofar as the committee is concerned, 
while freely making copies available to Hintz without restriction as to their use, 
amounts to a delegation of the authority to lift the veil of secrecy to Hintz, on 
whatever terms he may exact. This is a complete reversal of the principle, ap- 
plying it for his benefit but not for the benefit of the grand jury or the public 
interest. 

The committee may, of course, exercise its rights against Hintz. It has, in 
fact, done so already by service of a subpena duces tecum upon him. Hintz has, 
however, refused to comply with the subpena, thereby, in the committee's view, 
subjecting himself to the penalties prescribed by title 2, United States Code, sec- 
tion 192. It is submitted that the question of the committee’s rights and rem- 
edies as against Hintz are entirely separate and distinct from the question of 
the committee’s access to the original in the hands of the United States attorney. 

If Hintz had raised the question of his rights under the fifth amendment, 
consideration of this point would be required, though under the circumstances of 
the case it would appear that he has already waived these rights with respect 
to the ledger. However, this question is not involved, as Hintz has refrained 
from raising the question of the fifth amendment (Tr. p. 21). 
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CONCLUSION 


The court has, and in the exercise of its sound discretion should exercise, the 
authority to direct the United States attorney to make the ledger available to the 
committee in furtherance of justice and the public interest. The consent or oppo- 
sition of Hintz to the motion is immaterial. 

Respectfully submitted. 

MatrHew HAte, 
Counsel, Committee on Banking and Currency, United States Senate. 


Copies served, and original filed with the court, October 17, 1956. 


UNITED STATDS DISTRICT COURT, NORTHERN DISTRICT OF ILLINOIS 


In the matter of hearings by the Committee on Banking and Currency of the 
United States Senate 


To the Honorable Philip L. Sullivan, judge of the United States District Court, 
Northern District of Illinois: 


MEMORANDUM OF POINTS AND AUTHORITIES ON BEHALF OF THE UNITED STATES 
ATTORNEY FOR THE NORTHERN DISTRICT OF ILLINOIS IN OPPOSITION TO A PETITION 
OF THE COMMITTEE ON BANKING AND CURRENCY OF THE UNITED STATES SENATE 
AND THE MEMORANDUM FILED IN SUPPorT THEREOF 


FACTS 


The facts relative to a determination of the issues raised by the petition of the 
Committee on Banking and Currency already appear from the statement of facts 
and argument appearing in the memorandum of points and authorities filed on 
behalf of the committee, Therefore, these will not be repeated here. 


ARGUMENT 


The requirement of preserving the secrecy of grand-jury proceedings is of ancient 
origin and has not been modified by rule 6 (e) of the Federal Rules of Criminal 
Procedure to require production or disclosure to a congressional committee of 
an crhibit in the custody of the grand jury in a pending investigation 


There ought to be no ready resort to matters before a grand jury, no needless 
intrusion upon the indispensable secrecy of its proceedings. U. 8. v. Johnson, 
319 U. 8. 503, 513; U. 8S. v. Holmes, 3 Cir. 1928, 168 F. 2d 888, 890; U. 8. v. Owen, 
W. D. No. 1951, 11 F. R. D. 871, 873; U. 8. v. Papaioanu, D. Del. 1950, 10 F. R. D. 
517, 518-519. The grand jury in the National Government remains the same as 
at common law. U. 8. v. Owen, W. D. Mo. 1951, 11 F. R. D. 371, 372-373. Aside 
from the sole exceptions now provided by rule 6 (e) of the Federal Rules of 
Criminal Procedure, the requirement of secrecy remains the controlling rationale 
governing the Federal courts. U. 8. v. Owen, W. D. No. 1951, 11 F. R. D. 371, 373; 
U. 8. v. Papaicanu, D. Del. 1950, 10 F. R. D. 517, 518-519. See also Reichart v. 
Commissioner of Internal Revenue, 7 Cir. 1954, 214 F. 2d 19, 22-23. 

Again, in Heman Mfg. Co. v. Russo (7 Cir. 1956, 233 F. 2d 547), the court 
passed upon the question of the secrecy of grand-jury proceedings. There appel- 
lants as plaintiffs in the district court had moved to quash a subpena duces 
tecum issued against plaintiffs’ accountant to produce certain documents before 
the grand jurors, at the request of certain special assistant attorneys general 
authorized to conduct the grand-jury investigation covering possible violation 
of the internal-revenue laws. Appealing from an order of the district court 
denying their complaint and motion to quash, appellants argued in part that 
the requested documents might be diverted for unlawful purposes. Rejecting 
this contention, the court of appeals said (551): 

“* * * We have no right to presume that the grand jury will permit the 
records covered by the subpena to be diverted to the use of third persons, or 
that defendants propose or intend such diversion. We have no right to 
anticipate any misuse of the suppressed material. Such improper use, if at- 
tempted, would invoke, on notice, the protective power of the district court, 
which could act either contemporaneously or afterward in connection with such 
attempt. * * *” 

The court of appeals predicated this statement upon the proposition that the 
proceedings of the grand jury are secret. 
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Rule 6 (e) of the Federal Rules of Criminal Procedure has not changeq the 
common-law requirement of secrecy to the extent urged by the committee, g, 
far as relevant to the issues in the case at bar, no modification of the common. 
law rule is intended by the exception “preliminarily to or in connection with 
judicial proceeding * * *.” This has been interpreted by the court in United 
States v. Crolich (8S. D. Ala., 1952, 101 F. Supp. 782, 784), to exclude any intent op 
the part of Congress to include within its meaning nonjudicial proceedings. It wi} 
be noted In re Bullock (D. C. D. C., 1952, 108 F. Supp. 639), principally relied 
upon by the committee as authority for a contrary proposition, involked a quasi- 
judicial proceeding appealable in the State courts of review. 

However, the United States attorney does not contend that proceedings 
related to the judicial process, such as those involved in prosecution and 
discipline, do not come within the intentment of the term “judicial proceeding.” 
This proposition is supported by those cases cited by the committee under point 
C of its memorandum, at pages 15-18. For this and other reasons they are 
distinguishable. 

In re Crain (139 Misc. 799, 250 N. Y¥. S. 249), also heavily relied upon by the 
committee, involves an application by a commissioner appointed by the governor 
in the matter of investigating charges made against a State district attorney. 
The grand-jury minutes sought were those taken in an investigation by that 
body conducted by the district attorney who had been charged. It is not clear 
from the opinion whether the grand-jury investigation had been closed at the 
time application was made for the minutes. 

Aside, however, New York has recognized, as stated subsequently by the 
court in People v. Ewald (144 Mise. 657, 259 N. Y. S. 315, at 259 N. Y. 8. 317): 

“It may be, where the conduct of a district attorney is under investigation, that 
a case against him cannot be made out without inspection of the minutes of the 
grand jury before whom he was presenting evidence, and that the peculiar 
necessity of the situation has compelled relaxation of the rule of secrecy in 
that event.” 

Under section 952-t of the New York Code of Criminal Procedure, involved 
in all of the New York cases, grand-jury disclosure is permitted “upon the 
written order of the court duly made after hearing the said district attorney.” 
Clearly, this exception has merit where, as Jn re Crain, supra, the district attor- 
ney charged is called upon under the New York statute to oppose a motion for 
disclosure filed thereunder. 

The Ewald case involved an application by the subcommittee of the committee 
on courts of limited jurisdiction of the Association of the Bar of the City of 
New York, designated by the board of justices of the city court of the city of 
New York, to present and prosecute certain charges against Perry, chief clerk of 
that court. 

The grand jury had been dissolved when application for its minutes were made. 
Denying the application, the court said (259 N. ¥. 8.318) : 

“The minutes before the committee of justices at its public hearing, disclosed 
that Perry | whose testimony before the grand jury was sought] is being examined 
at great length, and that the privilege of cross-examination has been accorded 
counsel for the bar association. There is no reason why all the evidence neces- 
sary on one side or the other cannot be obtained to explain or disprove the source 
of deposits without resorting to the unusual or the exceptional remedy of inspect- 
ing the grand jury minutes. Mindful though I am of the sincerity and good 
faith in which this application has been made, and, notwithstanding the great 
weight attached to the certification of the committee of justices, I, nevertheless, 
recognize an independent duty to preserve the policy so firmly imbedded in our 
law of maintaining secrecy of proceedings of a grand jury. 

“In my opinion, the public interest does not require inspection of the minutes, 
but will be served best by larging (sic) the present application, which is accord- 
ingly denied in all respects.” 

In re People ex rel. Sawpit Gymnasium (60 N. Y. 8S. 2d 593), also relied upon 
the committee, shows that the grand jury had been dissolved at the time applica- 
tion was made, Moreover, application was made by the village chairman of the 
police committee. In granting the application, the court said (594): 

“* * * Such an inspection is permitted when the application is made by a law 
enforcement agency and in the public interest. * * *” 

In re the Attorney General (145 Misc. 331, 259 N. ¥. S. 313), not cited by the 
committee, denied the application of the Governor for disclosure of the minutes 
of a pending grand jury. The Governor's request was made in connection with 
possible removal proceedings to be instituted against a judge of the court of gen- 
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eral sessions, (It will be noted here that this power to institute removal pro- 
ceedings was also involved in In re Crain, supra.) The attorney general advised 
the court that grant of the application would hamper the grand jury and the 
prosecution in the pending investigation. Denying the application, the court said 
(259 N. Y. 8S. 313-4) : 

«* * * With the highest respect for the Governor and his desire to do his full 
duty as chief executive of the State, the supreme court also has a duty, which it 
cannot share, to decide this question in the interest of the due and orderly admis- 
sion of justice. In my opinion, to grant this application in the midst of its pro- 
ceedings might hamper the grand jury in the performance of its delicate and 
difficult task, and would furnish a bad precedent. It is accordingly deemed (sic), 
with leave, however, to renew upon completion by the grand jury of the in- 
vestigation of matters relating to Judge Bertini.” 

As subsequently pointed out by the court in the Ewald case, supra, even after 
completion of the investigation the grand jury’s minutes are not subject to dis- 
closure as a matter of course. 

The following thus appears from this decisional law of the New York courts: 

1. A particular and specific New York statute is involved. 

2. When granted, application for disclosure of grand jury minutes was made 
in connection With prosecution or disciplinary proceedings. 

3. When granted, the circumstances surrounding application showed that the 
evidence sought was not otherwise available to the applicant. 

4. When granted, the circumstances further showed that the grand jury had 
completed its investigation with the exception of the situation where No. 3 
existed. 

None of these enumerated factors appear from the facts in the case at bar. 
The grand jury proceeding is still pending. The information sought is otherwise 
available to the committee. The committee is not connected in any sense with 
objectives or functions involving prosecution or discipline. 

That the information sought has been otherwise disclosed, through newspapers 
and by delivering copies of the original information to Hintz and Hodge, only 
fortifies the desirability and propriety of denying the committee's request. 
Furthermore, that disclosure in other forms has been made and that very little 
secrecy now surrounds the information and persons related thereto, does not 
reflect favorably upon the committee, and does not require disclosure of the 
original information. It is the committee’s action in large part that has pro- 
moted publicity and disclosure. It is the denial of its request that will and 
should foreclose similar future action. This is important and imperative for 
the reasons traditionally advanced in support of the requirement of preserving 
the secrecy of grand-jury proceedings. ‘This court ought to assure the freedom 
of future voluntary disclosures of information and appearances of witnesses 
without reproaches and recriminations, publicity, and notoriety, and further 
insure the effective investigation of criminal activities by the United States 
attorney. The grand jury enjoys, as it must, full inquisitorial powers, with 
the concomitant historic right to conduct an unhampered and adequate investi- 
gation into possible violations of law. (Homan Mfg. Co. Vv. Russo, 7 Cir. 1956, 
232, F. 2d 547, 551; In re Cohen, 2 Cir. 1932, 62 F. 2d 249; Application of Texas Co., 
N. D. Til. 1989, 27 F. Sup. 847, 850.) 

Inre Grand Jury Proceedings (FE. D, Pa, 1933, 4 F. Supp. 283), and Application 
of Scro, et al. (108 N. ¥. S. 24 305), also relied upon by the committee, similarly 
deal with prosecution and disciplinary proceedings. 

The committee at page 2 of its memorandum states, “The committee deems 
it advisable to have access to this ledger for its use in this investigation.” It is 
submitted that the committee has failed to show how the public interest would 
be served or the ends of justice satisfied by disclosure of the exhibit in question. 
In short, the committee has not shown good cause for its production. But above 
all, the committee under rule 6 (e) of the Federal Rules of Criminal Procedure 
has no right to the exhibit under any circumstances. 


CONCLUSION 


For these reasons, the petition of the Committee on Banking and Currency for 
disclosure of the grand-jury exhibit should be denied. 
Respectfully submitted. 


R. Treken, 


United States Attorney. 
Served and filed October 17, 1956. 
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THE UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICY 
OF ILLINOIS, EASTERN DIVISION 


In the matter of hearings before the Committee on Banking and Currency of 
the United States Senate 


To the Honorable Philip L. Sullivan, judge of the United States Distric¢ 
Court for the Northern District of Illinois: 


MEMORANDUM ON THE LAW 


The position taken by the United States District Attorney Tieken is correc; 
and well founded upon the law. The secrecy attaching to grand jury proceed. 
ings and the documents involved in such proceedings is of ancient common law 
origin and has been reinforced by statutory enactment. 

The statutory provision involved is rule 6 (E) of the Federal Rules of crimina) 
procedure, title 18, United States Code. It provides as follows: 

“Secrecy of Proceedings and Disclosure: Disclosure of matters occurring 
before the grand jury other than its deliberations and the vote of any juror may 
be made to the attorneys for the Government for use in the performance of their 
duties. Otherwise a juror, attorney, interpreter or stenographer may disclose 
matters occurring before the grand jury only when so directed by the court 
preliminarily to or in connection with a judicial proceeding or when permitted 
by the court at the request of the defendant upon a showing that grounds may 
exist for a motion to dismiss the indictment because of matters occurring be- 
fore the grand jury. No obligation of secrecy may be imposed upon any person 
except in accordance with this rule. The court may direct that an indictment 
shall be kept secret until the defendant is in custody or has given bail, and in that 
event the clerk shall seal the indictment and no person shall disclose the finding 
of the indictment except when necessary for the issuance and execution of a 
warrant or summons.” [Emphasis supplied.] 

The case cited by Counsel Hale, legal counsel for the Committee on Banking 
and Currency of the United States Senate, in his oral argument before this 
court, In re Bullock (103 F. Supp. 689) may be relied upon for an accurate state- 
ment of the general rule: 

“Secrecy has characterized grand jury proceedings from earliest times. Sec- 
recy of proceedings of a grand jury is fundamental to our criminal procedure. 
U. 8S. v. Papaioanu, (D. C. 10 F. R. D. 517). Exceptions are made only for 
such purposes as impeachment of witnesses or prosecution for perjury state- 
ments. The importance of preventing numerous inroads into the historic pri- 
vacy of proceedings of a grand jury was discussed at length in application of 
Bar Association of Erie County 1944 (182 Misc. 529, 47 N. Y. S. 2d 213-218). 
An application for inspection of grand jury minutes was sought by the New York 
Erie County Bar Association. The New York court refused, noting that to do 
otherwise would permit the disadvantages to the public interest to outweight any 
possible advantages. Quoting from the text of the decision the court stated, 
‘As against the granting of this motion is the historic privacy of the grand jury 
proceedings for hundreds of years this greatest single instrumentality of human 
freedom and liberty known to our form of government has enjoyed the guaran- 
tee of immunity from accountability, recrimination, and persecution by those 
against whom accusations were made. This immunity has been enjoyed be- 
cause of the historic secrecy surrounding the proceedings of the grand jury’.” 

The basic fact which emerges from this body of law is that grand jury 
proceedings or the documents used therein may be removed from the veil of 
secrecy only for subsequent judicial proceedings; and then only for two 
recognized purposes—the prosecution for perjury and the impeachment of 
witnesses (Cammer vy. U. 8. (223 F. 2d 322; U. 8. v. Herzig, 26 F. 2d 487; U. 8. 
v. Owen, 11 F. R. D. 371). It should be noted that the case relied upon by 
Counsel Hale in his oral argument involved a disciplinary action by an ap 
propriate body so constituted to take such action; therefore, the case involved 
at least a quasi-judicial proceeding. Further, the hearings before the Banking 
and Currency Committee of the United States Senate do not involve the 
prosecution for perjury or the impeachment of witnesses, but ostensibly are 
being held for the purpose of gathering information upon which to base pros- 
pective legislation. 

It has not been contended that the hearings of this committee are judicial in 
their nature. It could not be so contended for such a construction would be 
inimicable to the doctrine of separation of powers embodied in the United 
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sates Constitution. The Congress of the United States and the committees 
+] oreof are bound by its own legislative enactments. The statute, cited supra, 
has direct and unequivocal application to this matter. Its limitation to judicial 
ae eedings must control, Therefore, there is no legal basis for granting the 
unpre’ edented relief requested by the committee. 

Respectfully submitted. : 

WILLIAMS AND LEONARD, 
By Joun M. Leonarp, Jr. 
Served and filed October 17, 1956. 


[NITED STATES DISTRICT COURT, NORTHERN DISTRICT OF ILLINOIS 


In the Matter of Hearings by the Committee on Banking and Currency of the 
United States Senate 


To the Honorable Philip L. Sullivan, Judge of the United States District Court 
Northern District of Illinois: 


REPLY MEMORANDUM OF POINTS AND AUTHORITIES ON BEHALF OF COMMITTEE ON 
BANKING AND CuRRENCY, UNITED STATES SENATE 


I 


The memoranda opposing the motion of the Committee on Banking and 
Currency appear to concede that the decision in In re Bullock (D. C., D. C., 
1952, 103 F. Supp. 639) is an authority for departure from the literal text of 
rule6 (e). The language of the decision itself makes this clear: 

‘If a literal interpretation of F. R. C. P. 6 (e) were given it would appear 
that under the circumstances the court has no authority to grant the petition 
before it. See United States v. Owen (D. C., 11 F. R. D. 371, 373)” (p. 641). 

The opposing memoranda, however, would limit these exceptions to the 
rule to cases involving quasi-judicial proceedings, or prosecution or disciplinary 
proceedings. 

It is submitted that this is not the basis of the decision of the court in the 
Bullock case. On the contrary, the court stated that the veil of secrecy should 
be removed “when in the court’s discretion the furtherance of justice requires 
it” (p. 641). 

And certainly none of the six reasons for secrecy of grand-jury proceedings, 
as listed in the Bullock case, would apply in any respect whatever to the release 
if the ledger to the committee in the present case. 

The authorities cited in point I of the committee’s main brief, especially 
VcGrain v. Daugherty ((1927) 273 U. 8. 135, 160-180), fully support the con- 
insion that legislative hearings should be accorded the benefit of favorable 
consideration by the court, where the reasons for secrecy of grand-jury pro- 
ceedings do not prevent such consideration. 


Il 


On pages 7 and 8 of the brief submitted by the United States attorney, the 
effect of the public disclosure of what purport to be copies of the ledger are 
discussed, and the disclosure is urged as a reason for denying the committee 
access to the original. 

This topic is fully covered in points II A and II B of the committee’s main 
ret, 

It may be appropriate to emphasize, in the light of the comment that it is 
the committee’s action in large part that has promoted publicity and disclosure, 
that the committee has not had access to the ledger, and that any disclosure 
must by necessity have come about through one or more of the copies the United 
States attorney has made available. 

The United States attorney does not indicate what action by the committee 
he considers has promoted publicity and disclosure. Certainly, without access 
to the ledger the committee cannot have participated in any way in the disclosure. 
And if the reference to publicity refers to the hearings being held by the Com- 
mittee on Banking and Currency of the United States Senate, it is submitted 
that the views of the United States attorney on the desirability of these hearings 
have no bearing on the motion before the court. 
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IIt 


On page 5 of the brief submitted by the United States attorney, it is argueg 
that the committee has failed to show how the public interest would be served 
or the ends of justice satisfied by disclosure of the exhibit in question. [¢ j. 
submitted that the showing already made is entirely adequate and sufficient 
that the committee is investigating a matter under its jurisdiction under Senate 
Rule X XV, and that the ledger is patently relevant to that inquiry. 

The opinion in McGrain v. Daugherty, supra, does not support the conclusion 
that the application by one of the three coordinate branches of our Government ty 
another branch, for information relevant to the functions of the applying 
branch, should be construed like a common-law pleading or an indictment. 


Iv 


Assuming that the court determines that a veil of secrecy over the ledger ever 
existed and that it has not already been lifted, the committee concedes that 
disclosure direct to the committee is a matter for the exercise of the court's 
discretion, under all the circumstances of the case. 

It is respectfully submitted that, in exercising this discretion, the court should 
take into consideration the unanimous view that the veil of secrecy over grand 
jury proceedings is for the benefit of the grand jury and the grand-jury 
process, and the fact that in the present case Mr. Hodge's attorney and Mr. Hintz’ 
attorney have in their possession copies of the ledger which they are free to 
release publicly, and which Mr. Hodge's attorney is said to have already released 
to the press. 

Under the circumstances, the court’s power under rule 6 (e) to preserve the veil 
of secrecy has already been lost. Denial of the committee’s motion would not 
serve to preserve this secrecy, but would only hamper the committee's perform- 
ance of its constitutional functions. 


CONCLUSION 


It is respectfully submitted that this court should direct the United States 
attorney to make the ledged available to the committee forthwith. 
Respecfully submitted. 


MATTHEW HAte, 
Counsel, Committee on Banking and Currency, United States Senate. 
Served and filed October 19, 1956. 


THE UNITED STATES DISTRICT COURT 
NORTHERN DISTRICT OF ILLINOIS, EASTERN DIVISION 


In the Matter of Hearings by the Committee on Banking and Currency of the 
United States Senate 


M. D. 14955 
ANSWER TO THE MEMORANDUM OF THE PETITIONER 


The pending motion of the petitioner, the Committee on Banking and Cur- 
rency of the United States Senate, requests this court to order the United States 
district attorney to supply to said petitioner a certain document. This document 
is held by the said United States district attorney as part of the file of evidence 
presented to a duly impaneled United States grand jury. 

The relief so requested is totally unauthorized by law. It is supported by 
not a single one of the cases cited by the petitioner in its memorandum. The 
relief so requested is without precedent and could be achieved only by remedial 
procedural legislation by the United States Congress. It is perhaps fortuitous 
that the petitioner is a committee of such body, for it is in an advantageous 
position to recommend the passage of such legislation. However, it does not 
behoove such a petitioner to request the Federal judiciary to create new law 
or to legislate new procedure. 

To facilitate the court in its consideration of this matter, this answer will 
follow the memorandum of the petitioner as closely as practicable. However, 
since a Federal statute covers the precise situation before this court, all the 
supplementary law on the subject must be viewed in context with rule 6 (e) 
of the Federal Rules of Criminal Procedure (18 U. 8. C.) 
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THE ISSUES 


The sole issue before this court is whether a document in the hands of the 
i States district attorney in his capacity as custodian-of United States 
-and jury proceedings, minutes, and records can be compelled to be produced 
‘or inspection in a nonjudicial proceeding. 
7 The issue of the fifth amendment is, in the words of the petitioner, absent. It 
‘< also irrelevant, and its mention is unjustified as it tends to raise an impli- 
eation of noncooperation with the petitioner, where, in fact, the petitioner has 
nod the full cooperation of the owner of the document sought. 
“The issue of the consent of the owner of the document sought is relevant. 
vor consent is one of the three areas specified by the controlling statute, ruie 6 (e) 
¢ the Federal Rules of Criminal Procedure, where a disclosure may be made. 
rhe other two are the use by the prosecuting Government attorney and the use 
in, or in connection with, a judicial proceeding. All three are absent in this case. 


THE FACTS 


The authority, validity, and activities of the petitioner are not in dispute. It 
is admittedly a duly constituted legislative body. Such facts do not, however, 
hange the applicable law. 

One fact, as alleged by the petitioner, is disputed. The statements which 
juply that Edward A. Hintz has refused cooperation to the petitioner are unjusti- 
fied. The fact is that Mr. Hintz has offered his full testimony to the petitioner 
under any conditions compatible with his health and safety. (See U. S. v. Klin- 

an, 107 Fed. Supp. 407.) 


THE LAW 


The statutory authority cited by the petitioner in part I of its argument is ad- 
mitted to vest certain authority in the petitioner; but such authority is denied to 
change the procedure under which this court operates or the substantive rules of 
law which are applicable to such operation. 

The provisions of the Constitution, the Legislative Reorganization Act, and 
title 2 of the United States Code undeniably vest the petitioner with an enforci- 
able subpena power. It is not suggested that such power is any broader than 
that traditionally owned by courts of law. Yet, even this latter subpena power 
cannot reach those things which are privileged, secret, or protected by statute. 

In this case the document sought is immune to subpena; this being true by 
virtue of ancient common-law tradition surrounding the institution of the grand 
jury and by virtue of statutory enactment (rule 6 (e), F. R. C. P.). It is not 
even contended by the petitioner that this document could be subpenaed ; else it 
would not have moved before this court. Therefore, the statutory authority cited 
by the petitioner is not relevant to the merits of this case. 

The cases cited by the petitioner must be reviewed in detail. It is respectfully 
submitted that the exact holdings of these cases strongly support the view of 
the respondent and point out with unmistakable clarity the unprecedented nature 
of the relief requested by the petitioner. 

McGrain v. Daugherty ((1927) 273 U. 8. 135) upholds the power of Congress to 
punish a contumacious witness, It may be placed in the same category of irreley- 
uncy as the statutes pertaining to the subpena power. 

Schmidt v. U. S. (115 F. 2d, 394) was a criminal contempt proceeding against 

the attorneys for persons indicted by a United States grand jury. The at- 
torneys, after study of the law and in good faith, advised their clients that it 
would be permissible for such clients to interrogate the grand jurors, who had 
indicted them to obtain a basis for quashing the indictment. It was held that 
(le attorneys were, at worst, guilty of technical contempt, since their good faith 
precluded the willfulmess necessary to sustain criminal contempt. 
_ This holding cannot be said to detract in any way from the secrecy of grand- 
jury proceedings. Further, had the court in this case allowed interrogation of 
the Jurors, it would have been in strict accordance with the requirements of rule 
' (e); for the proceeding to quash the indictment would be a judicial proceeding 
before the court itself. 

United States v. The American Medical Association (26 F. Supp. 429), in- 
volved a motion by the defendants to investigate the proceedings by the grand 
jury to determine alleged misconduct by the Government’s attorneys. The relief 
requested also included a declaratory judgment as to the duration of a juror’s 
oath of secrecy. The defendant’s motion was denied and the court expressed 
that the secrecy was not a thing of limited duration but a lasting obligation. 
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This holding cannot be viewed as anything but support for grand-jury secrecy. 
The court cited the words of Judge Learned Hand, that it was “too large a price” 
to correct possible errors of a grand jury by removing the protective veij that 
they enjoy. . 

itwell v. U. S. (162 F. 97) was a contempt proceeding against a grand juror 
for disclosing the proceedings which had taken place in the jury room, such 
disclosure having been made after the discharge of the jury. It wag held that 
there was not such an “obstruction of justice” present in this case to support 
contempt under the words of the statute. 

The attention of this court is respectfully called to the recent case of U. §, y, 
Smyth ((1952) 104 F. Supp. 279). That case involved a motion to disclose 
grand-jury proceedings and to dismiss the indictments. The court agreed to 
hear all questions of law, but refused to listen to any testimony on the facts as 
a violation of grand-jury secrecy. 

The court said on page 280: 

“Secrecy is the safeguard of centuries placed about that body and is in accord 
with modern conditions. If the proceedings are conducted without this protec. 
tion, they are futile. * * * The power of the representatives of the people to 
examine the action of officials of the Government without the kleig light of 
publicity is thereby lost.” 

In this case the petitioner has sought, in the most literal fashion possible, to 
expose the grand jury which performed the function that the court in the Smyth 
case described to many kleig lights and the ultimate in publicity. That court 
concluded, on page 283: 

“Suffice it to say examination of the transcript will not be allowed under any 
circumstances. As one of the greatest trial judges has said, ‘It is said to lie 
in discretion, and perhaps it does, but no judge of this court has granted it, and 
I hope none ever will.’ ” 

United States v. Socony-Vacuum Oil Co. ((1940) 310 U. S. 150) was a Sher- 
man Act price-fixing suit. The use of a grand-jury transcript to refresh a wit- 
ness’ memory after the grand jury had been dismissed was held to be, even if 
erroneous, not prejudicial error (p. 235). This use of grand-jury proceedings 
was certainly in connection with judicial proceedings and falls within the limited 
uses it has been allowed within such proceedings. (See respondent’s memo- 
randum, p. 3). 

The case of Meltzer v. U. S. (64 F 2d, 2083) involved a holding that the pres- 
ence of the grand jury transcript in the hands of prosecuting Government attor- 
neys did not constitute error; and refusal to allow the defendants to inspect this 
transcript was correct and was not error as alleged. Testimony read from the 
transcript was held to have been done so under proper limiting instructions, 
and thus was not prejudicial. This holding, in all its aspects, is within the 
limitations of rule 6 (e) and cannot be cited to circumvent the rule. 

Cammer v. U.S. ( (1955) 228 F. 2d, 322) was an appeal from a contempt citation 
on an attorney who sent questionnaires to 15 grand jurors to determine whether 
they were biased. The contempt decree was affirmed. This case cannot be said 
to disparage grand jury secrecy. The “Bullock rules” were cited in footnote No. 6 
on page 327 to illustrate that an invasion of the secrecy of grand jury proceedings 
is misbehavior. 

Herzog v. U. 8. (75 8. C. 349) was decided on February 11, 1955, with Justice 
Douglas sitting as circuit justice. He refused to comment on the correct rule 
(recognizing a conflict) as to whether the defendant could use grand-jury mia- 
utes to impeach witnesses (possibly recognized as an exception or area of dis- 
cretion in some Federal cases). “There has been a conflict between the policy 
requiring secrecy of the grand-jury minutes and the policy which seeks to leave 
no stone unturned in seeking justice in a particular case. (See Re Bullock 
(D. C. Dist. Col.) 108 F. Supp. 639.) Rule 6 (e) has partially resolved that con- 
flict by allowing disclosure of the grand jury minutes ‘in connection with a 
judicial proceeding.’ ” 

The respondent respectfully urges this case as support for the clear appli- 
cability and control of rule 6 (e) in all situations which its words encompass. 

United States y. General Motors ( (1954) 15 F. R. D. 486), arose out of a treble 
damages suit under the Elkins Act. A motion of the defendant to inspect the 
grand jury transcript was denied. 

United States v. Skurla ((1954) 126 F. Supp. 711), was a motion for the court 
to review the grand jury minutes. The motion was denied. The court said: 

“As against the granting of this motion is the historic privacy of grand jury 
proceedings. * * * Without this guarantee, a witness may hesitate to testify 
against one in an official or exalted position.” (p. 712.) 
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United States v. Amazon Industrial Chemical Corp, ((1931) 55 F. 2d, 254), 
was a holding that the presence of a stenographer in the grand jury room did 
not invalidate the grand jury proceedings. The court proceeded to defend the 
institution of grand jury secrecy. : 

United States v. Rose ((1954) 215 F. 2d 617), was a perjury prosecution. It 
should be noted that the use of testimony before a grand jury for the prosecution 
of subsequent perjury is the clearest exception to secrecy. However, the court 
cited its authority on page 529: 

“Rule 6 (e) of the new Federal Rules of Criminal Procedure provides for 
disclosure of matters before the grand jury fe * * when so directed by the court 
preliminary to or in connection with a judicial proceeding * * *.’” ; 

The petitioner admits that it is not, and cannot, conduct a judicial proceeding. 

The respondent respectfully submits this court’s attention to the case of U. 8S. v. 
Stein ((1955) 18 F. R. D., 17). This case establishes that the document sought 
py the petitioner is clothed with all the protective secrecy which attaches to the 
erand jury minutes themselves. 4 ‘ 

” The case was a Smith Act prosecution. The issue was a motion made by de- 
fendant for discovery as to the names of witnesses that the Government expected 
to use at trial. The motion was denied. The court stated, on page 19: 

“Secrecy of grand jury proceedings may not be violated either directly through 
inspection of the grand jury minutes, United States v. Garsson (D.C., 8. D., N. Y., 
1923, 291 F'. 646, 649) ; United States v. Morse (D. C., 8. D., N. Y. 1922, 292 F. 273, 
978) : or indirectly by disclosure of the documentary evidence presented to it.” 

This decision, generously cited as the law by the petitioner, forms the last 
link in a chain of legal precedents which preclude the relief requested. 

U. 8. v. Ben Grunstein & Sons Co. ( (1955) 137 Fed. Supp. 197), involved a 
motion by the defendant indicted under the False Claims Act, for the production 
of that part of the grand jury minutes containing the testimony of the defendants 
and other witnesses who may testify at the trial of a civil suit arising out of the 
same transaction. 

Since the subsequent proceedings were civil, the Government appears to have 
relied on the Hickman v. Taylor privilege rule, and the court skipped lightly 
over rule 6 (e). Although rule 6 (e) was not made the basis of the decision, 
nonetheless its requirements were not violated since the subsequent proceedings 
were unquestionably a judicial proceeding. 

U. 8. vy. Violon ((1909) 173 F. 501), was a holding which refused to allow the 
defendants to inspect the grand jury minutes. Judge Learned Hand said, ‘There 
is no precedent, as far as I can find, for such control of the grand jury, and I am 
the last who would initiate it.’ 

U. 8. v. Garsson ((1923) 291 F. 646), the presence of a stenographer in the 
grand jury room was held not to be a basis for quashing the indictment. A 
motion of the defendants to inspect the minutes to support their motion to quash 
was denied. We refer the court to the quotation cited supra, U. S. v. Smyth. 

U. 8S. v. Papaioanu ( (1950) 10 F. R. D. 517), was a tax-evasion prosecution. A 
motion by the defendants to inspect the grand jury transcript was denied. The 
court indicated that in any case, there must be a showing of absolute necessity 
hefore any consideration will be given to a motion under rule 6 (e). It has been 
pointed out that such necessity is absolutely lacking in this proceeding before 
this court. 

(. 8. v. Remington ( (1951) 191 F. 2d, 246), was the perjury conviction of 
William Remington, The defendant denied under oath before the grand jury 
that he had been a member of the Communist Party. It was held that he was 
entitled to inspect that part of the grand jury transcript containing his own 
testimony in preparation for his forthcoming trial for perjury therein. It should 
be noted that this decision is not strictly in accordance with rule 6 (e). 

U. 8. v. Crolich ( (1952) 101 F. Supp. 782), involved an indictment for corrupt 
practices in a congressional election. A motion to inspect the grand jury pro- 
ceedings was denied. The court ruled, on page 783: 

“The law, as it now stands, may be stated thus: ‘The rule of secrecy of such 
proceedings may be relaxed by permitting disclosure in accordance with rule 6 
(e), supra, whenever the interest of justice requires.’” [Emphasis supplied.] 

Again on page 784: 

“The phrase ‘Preliminary to or in connection with a judicial proceeding’ 
pending in a district court, which would necessitate the disclosure of matters 
occurring before a grand jury imphnelled by that court.” 

This seems to sum up precisely what is meant by the wording of the rule. 


83551—56—pt. 2——_59 
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In Re Grand Jury Proceedings ((1933) 4 Supp. 283), has been discusseq 
sufficiently as to its facts in the petitioner’s motion; however, the attention 
of the court is respectfully drawn to the fact that there was clearly a subsequent 
judicial proceeding involved in that case. 

The respondent respectfully declines to discuss those cases cited in the peti- 
tioner’s motion, which occurred before State courts and involved no issue of 
Federal law. We will briefly mention the one case arising in the State jurisajc. 
tion in which this court sits. 

People v. Goldberg ( (1922) 302 Til. 559), involved the use of grand jury test;. 
mony for the impeachment of witnesses. Disclosure for this purpose, under 
lederal law, has been adeqately discussed. 

The single bit of Federal law from which the Petitioner seems to draw any 
solace is In Re Bullock ( (1952) 103, F. Supp. 639). This case must be closely 
examined. : 

The petitioner seems to base two arguments upon that decision. One is a view 
to evade the effect of rule 6 (e) and its limitation to judicial proceedings: the 
other is to apply the six rules of that case to prove, contrary to their purpose, 
that no secrecy need be employed to protect the document it seeks. 

A review of the court’s decision in the Bullock case reveals that the court 
there went to great pains to explicitly set forth the exact function and consi- 
tution of the petitioner. It was made perfectly clear that the purposes for 
which the grand jury testimony was sought was to be a disciplinary action by 
an appropriate authority. It was, in fact, a sort of trial of the police official 
involved. That this constitutes at least a quasi-judicial proceeding cannot pe 
disputed. Thus, the result in that case can be much more easily justified under 
rule 6 (e) than can the motion of the petitioner herein, who admits its purely 
legislative nature. 

The use of the “Bullock Rules” in the fashion proposed by the petitioner must 
candidly be called a legal sophistry. These six rules, setting forth compelling 
reasons for secrecy, have been blithely dismissed as not applying to this case; and 
therefore, there is no reason for secrecy. ‘The assumption is faulty, but even 
if va'id, it would not sustain the conclusion. 

Rules No. 2 and No. 5, viz, the protection of the freedom of the grand jury 
in its deliberations and the encouragement of free disclosures to the grand jury, 
are very much existent and persuasive in this proceeding. The “grand jury” 
used in this context could not mean a specific grand jury. Clearly, the reference 
is to the institution of the grand jury. To assert that, when a specific jury is 
dismissed, its need for protective secrecy vanishes, is faulty reasoning, un- 
supported by the judicial considerations of the subject. (See U. 8. v. American 
Medical Association, supra.) Such reasoning would lead to destruction of the 
system of “common law” and precedents. The rules of law laid down in a 
particular case are supposed to be rules for the future, not just for the im- 
mediate problem; the latter being not common law, but administrative law. 

If one were to allow disclosure in this situation and again in that; a grand 
juror would never feel assured that his action in any instant would be con- 
cealed, nor would prospective witnesses ever have and assurance that their 
testimony would be confidential. Rules No. 2 and No. 5, described above, must, 
of necessity be present in every case; otherwise, the institution must crumble 
from lack of confidence in its application in the future. Therefore, the decision, 
particularly the rationale, of Jn re Bullock precludes the granting of the relief 
the petitioner requests. 

SUMMATION 


(a) The common law developed an institution of secrecy around the pro- 
ceedings of a grand jury; 

(b) The Federal Rules of Criminal Procedure, rule 6 (e) describe the precise 
circumstance where a court may order an attorney to reveal a matter occurring 
before a grand jury; 

(c) This protection is substantiated as to law and logic by all the foregoing 
cases relied upon by the petitioner ; 

(d) This protection subsists against all attacks, both direct and indirect, 
both as to testimony and as to documents ; 

(ec) The petitioner admits its legislative nature, and seeks relief (a court order 
directing an attorney to reveal that which he holds as custodian of grand jury 
evidence) which rule 6 (e) prevides may only be granted “preliminary to or 
in connection with a judicial proceeding.” 
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CONCLUSION 


Wherefore, the respondent prays that the motion of the petitioner be denied, 
Respectfully submitted. 
WiriiAmMs & LEONARD, 
Chicago, Tu. 
Served and filed October 19, 1956. 


IN THE UNITED STATES DISTRICT COURT, NORTHERN DISTRICT 
OF ILLINOIS, EASTERN DIVISION 


In THE Marrer oF Heartnes BerorE THE COMMITTEE ON BANKING AND 
CURRENCY OF THE UNITED States SENATE 


MEMORANDUM 


Under a resolution adopted by it on July 27, 1956, the Committee on Banking 
and Currency of the United States Senate is conducting an investigation into 
conditions in the banking business in Ilmois. As a part of this investigation, it 
wishes to examine a certain record or ledger kept by Edward A. Hintz (Hintz), 
formerly president of the Southmoor Bank & Trust Co., which apparently re- 
corded the activities in an irregular account maintained at that bank by Orville 
E. Hodge, than auditor of public accounts of the State of Illinois. This document 
is at the moment (at least in its original form, there appear to be numerous 
copies) in the eustody of the United States attorney, Robert Tieken, who has 
refused to allow the committee to inspect it on request. A motion has accord- 
ingly been made by the committee requesting that he be directed by the court 
to permit inspection of the ledger and to supply the committee with a true and 
correct copy of it. 

In an attempt to clarify the positions of the various parties, a hearing was 
held on the motion at which Mr. Hale, counsel for the committee; Mr. Leonard, 
counsel for Hintz; and Mr. Tieken were present. The United States attorney 
stated that the original was brought to his office voluntarily for use by the grand 
jury, and that he holds it “as custodian for one of the Federal grand juries” ; 
that he will eventually return it to Hintz since “they are his records funda- 
mentally.” In the meantime, he is willing to give Hintz a photostatic copy of 
the document, and in open court handed such a copy to Mr. Leonard as Hintz’s 
representative, who in turn refused to surrender it. Since a stalemate appeared 
to have been reached, the court requested all counsel to file memoranda setting 
forth their positions ; this has been done, and the questions have been extensively 
briefed. 

The conflict here is between the committee and the United States attorney: 
The committee insists that it has a right to inspect the original record and to 
have a copy supplied to it by Mr. Tieken ; apparently it wants no part of the copy 
handed to Mr, Leonard in court. Mr. Tieken resists the motion on the grounds 
that production of the record by him would be a violation of the traditional 
secrecy of grand jury proceedings. He apparently draws a distinction between 
the original and a copy. As to a photostatic copy, his position is that Hintz is 
entitled to one, at any time he requests it, and he asserts that to give such copies 
to persons presenting material to the grand jury is the established policy of his 
office. As to the original, Mr. Tieken feels that it is for the moment part of the 
grand jury records, of which he is the custodian. 

The committee’s motion, as had been noted, also draws this distinction, asking 
that it be supplied with a copy, and allowed to inspect the original. Considering 
the request for a copy first, it is apparent that so far as this is concerned Mr. 
Tieken’s involvement in the affair is merely incidental: If, as well might have 
happened, he had given Hintz a copy, he would not be concerned at all. The com- 
mittee’s request that he turn over to it a copy which he admits rightfully belongs 
to Hintz is thus not actually a request that he act as United States attorney, but 
only as custodian for Hintz. The question then is whether the committee has 
power to compel Hintz to produce the copy; since, if it could so compel him, it 
surely can compel his custodian. 

Mr. Leonard refused to turn over to the committee’s counsel the copy given 
him in court by Mr. Tieken, and has filed a memorandum on the subject which 
must be taken to refer to the copy, since this is all that is within Hintz’s power to 
produce. The memorandum filed on behalf of Hintz makes no objection under 
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the fifth amendment, and relies entirely on the argument that a revelation of 
the contents of the document would be a violation of the secrecy of the granq 
jury. So far as Hintz is concerned, the argument is without merit. FRCP rule 
6 (e) imposes an obligation of secrecy on a “juror, attorney, interpreter or step. 
ographer.” No secrecy is imposed on witnesses, and indeed could not be 
(U. 8. C. A., Notes of Advisory Committee on Rules, rule 6 (e)). So far as a 
copy of the document is concerned, therefore, in the absence of any claim under 
the fifth amendment, or that it is irrelevant to the committee’s investigation, the 
motion should be granted. 

The same reasoning might well be applied to the original, since Mr. Tieken 
agrees that it is Hintz’s property and will be returned to him. Conversely, the 
discussion which follows applies equally to the copy. Mr. Tieken states that he 
feels that under FRCP rule 6 (e) he is unable to allow an inspection of the orig. 
inal document, and further that this court is without power to compel him to do 
so. He relies on the following sentence from that rule: “Otherwise a juror, 
attorney * * * may disclose matters occurring before the grand jury only when 
so directed by the court preliminary to or in connection with a judicial proceed- 
ing”; and his argument is that since a congressional inquiry is not a “judicial 
proceeding” the court has no power to direct disclosure. The committee, in turn, 
does not contend that theirs is a judicial proceeding, but does insist that a ledger 
or document which has been presented to a grand jury is not a “matter occurring” 
before it. 

An examination of the cases in which the question of the secrecy of grand 
jury proceedings is involved supports the position of the committee. However 
decided, they were all concerned with a request for a revelation of what was said 
or done before the grand jury. Thus a defendant charged with perjury before 
the grand jury wishes to know all that he said before that body (United States 
v. Remington, 191 F. 2d 246 (C, A. 2, 1951)); the Government may want to 
refresh the recollection of a witness by showing him what he said (United States 
v. Socony Vacuum, 310 U. 8. 150 (1939) ) ; or to introduce evidence of a confes- 
sion made before the grand jury (Metzler v. United States, 64 F. 2d 203 (C. A. 9, 
1933) ): a commissioner of police wishes to know what evidence was introduced 
against a police officer (In re Bullock, 103 F. Supp. 639 (D. C. 1952)); or a 
defendant plans to attack an indictment by showing that the evidence submitted 
to the grand jury was insufficient to support it (United States vy. Violon, 173 Fed. 
501 (D.C. 8. D. N. ¥. 1909) ). 

In these and many similar cases, it was important to know what “occurred” 
before the grand jury precisely because it happened there and nowhere else. In 
other words, what may not be revealed is what was presented to the gran? jury 
in that capacity. On the other hand, when the fact or document is sought for 
itself, independently, rather than because it was stated before or displayed to 
the grand jury, there is no bar of secrecy. Thus in State v. Kemp (124 Conn. 689, 
1 A (2d) 761 (1928)), defendants asked to inspect the minutes of the grand 
jury ; their claim and the court’s ruling are indicated in the following quotation: 

“They state in their briefs that witnesses before the grand jury were sworn to 
secrecy and that the defendants cannot therefore ascertain from those witnesses 
facts relevant to their defense. That is clearly a misunderstanding of the situ- 
ation. The oath would prevent such witnesses from disclosing what took place 
in the grand jury room, including the testimony they or others there gave. But 
it would not prevent them if they so desired from giving to the defendants any 
information they might have relevant to the prosecution even though it was the 
same information as to which they testified before the grand jury” (1 A (2d) at 
763-764). 

A comparable situation is described in MeMorris v. State of Texas (279 S. W. 
24 90 (1955) ) : 

“By bill of exception No. 2, appellant complains of the State being allowed to 
prove on cross-examination of the witness Dyer that he was a member of the 
grand jury that indicted appellant and that he had seen the check on which this 
cease is based, over his objection that it was in violation of the statutes prohibit- 
ing the disclosure of evidence before a grand jury. * * * 

“This bill does not show that the witness saw.a check in the grand jury room, 
or that he disclosed any matter in his testimony that occurred in the grand jury 
room. We perceive no error in this bill.” 
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In the instant case, similarly, the committee is not asking whether the 
document was used in any way by the grand jury, nor who said what about it, 
nor inquiring as to any other facet of the grand jury proceedings. It is asking 
only to see a document which has at some time or other, for some reason or 
other, been shown to a grand jury. That the secrecy of the proceedings of, or 
“matters oecuring before” the grand jury are not involved here is clear. 

For this reason, the motion will be granted. It must be pointed out, however, 
that the only objection to the motion urged by the United States attorney was 
that the secrecy of the grand jury could not be invaded since this not a judicial 
proceeding. He has not indicated that examination of the document in question 
will in any way interfere with the work of any grand jury, or impede any current 
investigation. Although the grand jury which apparently saw the ledger may 
still be in existence, it is a matter of record in this court that Edward A, 
Hintz and Orville B. Hodge have pleaded guilty to and have been sentenced for 
a charge which involved this transaction (United States v. Hintz and Hodge, 

jo. 56 CR 444). 

, Not only the absence of any such objection, but other factors as well indicate 
the granting of the motion in this particular instance. Primary among these is 
that the United States attorney has already given copies of the document to Mr. 
Hodge's lawyer, and to Mr, Leonard, counsel for Hintz, and, particularly, that 
what purports to be a copy of it appeared in a local newspaper on the day this 
motion first come before this court. “At this stage, it is difficult to see how the 
committee’s examination of it can harm anyone. 

The motion of the committee that it be allowed to inspect the original, and 
that it be supplied with a true and correct copy will be allowed. 

Puitie L. SULLIVAN, Judge. 

October 25, 1956. 


IN THE UNITED STATES DISTRICT COURT, NORTHERN DISTRICT OF 
ILLINOIS, EASTERN DIVISION 


IN THE MATTER OF HEARINGS BY THE COMMITTEE ON BANKING AND CURRENCY 
OF THE UNITED States SENATE 


Transcript of proceedings had in the above-entitled matter before Hon. 
Philip L. Sullivan, one of the judges of said court, in his courtroom in the United 
States courthouse, at Chicago, Ill., on October 25, 1956. 

Appearances: Hon. Robert Tieken, United States attorney for the northern 
district of Illinois; Mr. Robert Wallace, staff director of the Committee on Bank- 
ing and Currency of the United States Senate. 

Mr. TrekEN. I don’t think that counsel are here, Your Honor. Mr. Robert 
Wallace, who is the-—— 

Mr. WALLACE. Staff director of the Senate Banking and Currency Committee, 
representing the committee. Iam not a counsel. 

The Court. How about the other lawyers? 

Mr. Treken, Mr. Leonard? I have not seen him here. I don’t know whether 
he is coming, 

The Courr. I will not take the time to read my entire memorandum, but I will 
give you my conclusions. If you are interested in my reasoning, you may get a 
copy from my secretary in room 605, 

“The motion of the committee that it be allowed to inspect the original, and 
that it be supplied with a true and correct copy will be allowed.” 

Mr. Trexen. If Your Honor please, may that be stayed for 5 days for me to 
communicate with the Department to see what action, if any, they want to take? 

The Court. All right. I will wait, then, for the entry of the formal order, 
which you will prepare and bring in, until Tuesday, October 30. Is that all right? 

Mr. TreKen. Yes. 


The Covrr. All right. Bring in the formal order in accordance with my 
memorandum. 

Mr. Trexen. Is it possible for us to get a copy of your memorandum imme- 
diately, and not wait until Tuesday of next week? 

The Court. That is right. Go right in room 605 and see my secretary. 
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IN THE UNITED STATES DISTRICT COURT, NORTHERN DISTRICT or 
ILLINOIS, EASTERN DIVISION 


In THE Martrer or Hearincs BerorE THE COMMITTEE ON BANKING AND Currency 
oF THE UNITED States SENATE 


ORDER 


This matter having come on to be heard before this court on October 12, 1956, 
and oral arguments having been had and briefs thereafter submitted, 

IT 18 HEREBY ORDERED, ADJUDGED AND DECREED that the motion of the Committee 
on Banking and Currency of the United States Senate be and it is hereby allowed, 
and that the said committee be allowed to inspect the original and that it be 
supplied with a true and correct copy of a ledger kept by Edward A. Hintz 
recording the activity of an irregular account maintained at the Southmoor 
Bank & Trust Co. by Orville E. Hodge. 

Enter: 

Purtir L. SULLIVAN, 
United States District Judge. 
Dated at Chicago, IIL, this 26th day of October 1956. 


UNSWORN TESTIMONY OF ANDREW J. KOLAR 


PROCEEDINGS OF SENATE BANKING AND CURRENCY COMMITTEE Starr INVESTIGATION 
In Re ILLINOIS BANKING SITUATION 


Cuicaco, ILL., August 15, 1955, 2 p. m 


Present: Robert A. Wallace, staff director; Donald L. Rogers, counsel; and 
Clyde D. Yeomans, General Accounting Office. 

Also present: Mr. Andrew J. Kolar. 

Mr. WALLACE. Will you identify yourself, Mr. Kolar? 

Mr. Korar. Andrew J. Kolar, 1708 West Greenleaf Avenue, Chicago. 

Mr. Watiace. And your telephone number? 

Mr. Kotar. Sheldrake 3-4772. 

Mr. WALLACE. Will you tell us very briefly about yourself, Mr. Kolar, where 
you grew up and where you went to school and very quickly your background? 

Mr. Korar. I will give you a very quick one. I was educated in the grammar 
schools. 

Mr. Wattace. In Chicago? 

Mr. Korar. Yes; and got a job in a bank when I was a very, very young man, 
and learned the business from mopping the floor, washing windows, and keeping 
the temperature right and not spending too much money for coal. 

If they wasn’t taking a record I would give you a funny story, but that is not 
in place here. 

And I held all the various jobs in the bank. 

Mr. Rocers. What bank was that? 

Mr. Ko iar. Drexel National Bank, at Oakwood Boulevard and Cottage Grove 
Avenue. I finally wound up with being the executive vice president of the bank. 

During my banking experience, right about at the time of the depression, Mr. 
Anton, a vice president of the First National Bank, said that they were going 
to elect me as chairman of the Chicago Federation of Bankers, and I told him 
I didn’t want it, and if I might say it, he told me to go to hell, and the next day 
he called me up and he said, “You are elected unanimously,” and I told him I 
wouldn't serve, and he said, “You will serve all right.” 

On that committee I was the chairman, and the other directors were Frank 
Rathje, of the Chicago City Bank; a fellow by the name of Brinkman, of the 
Harris Trust & Savings; A. J. Kolar; and then I believe there was a man by the 
name of Brown. 

Mr. Rocers. John Brown; Jack? 

Mr. Korar. No; I don’t remember the initial, but the banks at that time were 
all faced with the problem of red ink, and I remember making a talk before the 
bankers association, and they thought I was very révolutionary. I established 
an actual cost of the operation per check in our bank, and I was very much 
surprised to learn that we were operating our bank, our checking department 
at the bank, about 85 percent of it at a loss. 

It is about at the time that the banks were almost giving a baby away with 
every savings account, if you will remember. 

Mr. WaALLAce. Come in; would you identify yourself, Mr. Walsh? 
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Mr. WatsH. My name is Maurice J. Walsh. I am an attorney at law, ad- 
mitted to practice in the State of Illinois. My office is at 105 West Adams, Chi- 
cago, Lil. My telephone number is Dearborn 2-7376. 

“\Mr. WatLace. And who are your clients? 

Mr. Wats. Mr. Sullivan and Mr. Kolar. 

Mr. WALLACE. Fine. 

° . x * « . 


Mr. Korar. I was born in 1881 at Louisiana, Mo. I am married. I have a 
wife and two children, a boy, 42, and a girl, 37. She is quite an accomplished 
girl, too. 

” Mr. Rocers. You were telling us before about your banking background. You 
told us in the thirties you were on the bankers association, chairman of the 
bankers association here. 

Mr. Kotar. Yes. Did they get that on the other tape? 

Mr. Rocers. Yes. 

Mr. Kotar. Yes. The bankers thought I would, rather revolutionary, analyze 
the expense of carrying accounts. I think I was the pioneer in the United States 
in working on setting of service charges. I think today they are quite liberal 
with the short pencil in figuring a little too strong on it. 

After serving a year, the organization wouldn’t get together. I wanted to get 
off the hook. They kept methere. I couldn’t get a quorum together large enough 
until about 23 months. I don’t say this with egotism. We did win from the 
Illinois Bankers’ Association, for the first time, the merit of accomplishment. 

They gave a dinner for me, for about 500. 

Mr. Rocers. What year was that? 

Mr. Kotar. I don’t know. I will tell you, when somebody tells me I am so 
damn nice, 1 am embarrassed. My wife could have killed me. She is sort of an 
amateur actress and likes to show off. I also was appointed on the Chicago 
Public Library and served there close to 15 years. Six or seven of those years I 
was president of the board. 

When I first got on, I was made a member of the board; they were behind 
$1 million, which Preston Bradley, to this day, and Father Sidenberger, who at 
that time was dean of Loyola, they gave me credit for working out the problem. 
I have never been locked up or been in the county jail. 

I have been connected with a lot of local organizations, more or less compul- 
sion. Is there anything else you want to know? 

Mr. Rocers. When did you leave the banking business? 

Mr. Kotar. Years ago I was the youngest—I think the youngest—assistant 
cashier in captivity. Charley Walgreen had one drug store, Bowen Avenue and 
Cottage Grove Avenue. 

I dropped in for a soda. He said he wanted to buy a half interest in the store 
at Cottage Grove and 39th Street. As assistant cashier, I was allowed to make 
loaus up to $1,000, but not $1,001. T loaned Charley the $1,000. 

Time goes on. Now he has 500 stores. 

I stayed with the bank 2 years after the trouble, but I had gone through 
5 times these runs, depressions. The last one, a woman asked me whether the 
bank was good before the holiday. She was about 80. 

She said, “This is the fifth time I am here.” She kisses me on the forehead. 
[ think I must have falsified to maybe about 80,000 people. It does something 
to you here, 

Mr. Rocers. When was that, 1935? 

Mr. Kotar. About that; and I decided to leave the bank, and Charley Walgreen 
invited me over to the company, and when I came over there—I don’t know 
Whether you want to put this in the record or not. 

He was laughing. I said, “What is the matter, Charley?’ He said, “You 
remember when I borrowed that $1,000? You asked me more damn questions 
than I thought it was possible to ask a man. However, the one thing I hold 
against you, you should have invited me down to the basement and asked me to 
take down my pants to see if my underpants weren’t soiled and my backsides 
were clean.” 

let's goon. You are familiar with the Dram Shop Act in Ilinois, the liability 
of drugstores or anybody that sells liquor. Well, to minimizé their risk, they 
formed what they called Judge & Dolph. They owned that subsidiary with a 
three- or four-hundred-thousand-dollar capital. 

Charley asked me to go down there and straighten it out. I misunderstood 
him. I thought he wanted me to straighten out the financial part of it. Some 
joker down there bought about one hundred and fifty or two hundred thousand 
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dollars worth of Log Cabin gin they couldn’t move, and he wanted me to get jy 
the liquor business. 

I took a drink, but I just dislike liquor. In our family one time we had quite 
an experience. Toman was elected as treasurer. He asked me to come oyer. 
My arrangement, “What is the arrangement, John?’ John swore a lot. He 
said, “You keep your so-and-so nose out of politics, and I will keep my nose oyt 
of the treasurer’s office.” 

Believe, I made him do it. 

Mr. WALLACE. When is this? 

Mr. Korar. That is 18 years ago. That would be about 1936; wouldn’t it? 

Mr. WALSH. Twenty years ago would be 1936. 

Mr. Rocers. 1938 or 1936? 

Mr. Korar. About 1938. 

Mr. WaALLAcE. Toman was elected in 1938? 

Mr. WALSH. He was sheriff one term and treasurer another. 

Mr. Koxrar. I have been in that office. 

Mr. Wausu. The treasurer is elected in the off-year election. It wouldn’t be 
1936 that he was elected. 

Mr. Korar. I was in the county treasurer’s office under four treasurers. 

Mr. Rocers. Under four treasurers? 

Mr. Korar. Yes. I was deputy treasurer for John Toman, and for Victor 
Schlager, for Louis Nelson and John Brenza. 

Now, when this new regime came in, I have no title. Maybe it is just as well, 
I don’t care. 

Mr. Rocers. No title at all? 

Mr. Korar. No. 

Mr. WALLACE. Well, you were in 

Mr. Kouar. I could say a lot of nice things what we did during that period, 
but we are not bragging. You might think I am throwing snowballs. 

Mr. WALLACE. Brenza didn’t ask you to leave? 

Mr. Ko.ar. No, quite to the contrary. 

Mr. WALLACE. He wanted you to stay? 

Mr. Kowar. I don’t know, but I know there was a man by the name of Koepke 
we had there——— 

Mr. WALLACE. Who? 

Mr. Koiar. Koepke, and Brenza came out and said, “I not only sponsor this 
man, but what he is paid, I want him to get that.” John was quite a guy. Did 
you know Brenza? 

Mr. WALLACE. No. 

Mr. Koiar. Did you ever read David Haram, the Banker? 

Mr. WALLAcE. I saw the movie. 

Mr. Kouar. He was that type. 

Mr. WALLACE. Brenza was from 1947 to 1951? 

Mr. Koiar. Well, this new treasurer came in as of December 1954. The fiscal 
year starts the first Monday of every December. 

Mr. WatsH. Brenza was 1950 to 1954. He was the immediate preceding 
treasurer. Didn’t Mr. Paschen succeed Mr. Brenza? 

Mr. Korar. That is right. 

Mr. WALLAcE. Who was the treasurer before Brenza? 

Mr. Korar. Louis Nelson. 

Mr. WALLACE. Was he elected in 1948? 

Mr. Watsn. That is right. 

Mr. WaxLLAcrE. Brenza in 1950, and Paschen in 1954? 

Mr. Korar. That is right, 4-year periods. 

Mr. WALLACE. Well, the reason I am asking you this, there is a normal pro- 
cedure, when you have a change of administration, you have a change of top 
personnel. But you stayed through both Democratic and Republican admin- 
istrations in the county treasurer’s office? 

Mr. Ko.ar. I think I have been cursed more than any man that ever worked 
in there. When I went in with Johnny, the county was in debt between 10 and 
12 million dollars. They had $30 million in the bank, but they didn’t have 1 
penny to pay any bills with. 

I am sitting in the seat there with Smith, Dick Daley, Cavanaugh coming 
down 2, 3, or 4 times a day begging for this and that. You haven't the money. 

Mr. Rogers. We would like to ask you about-——— 

Mr. Korar. I think due to real conservatism, and another thing, that I would 
like to inject here, the second day I was with John Toman I put in the finger- 
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printing. You should have seen that Bohemian jump. He told me I was going 
to run him out of politics. 5 oe 

When we got our report back, there were nine in there that had criminal 
-oeords from the Government back, and some of those fellows were sitting up 
with cash boxes, twenty-five or thirty-five thousand dollars. Give me a gua, let 
me take it away from the guy. 1° % i ’ 
~The second day I was there, it is just apropos of this Hodge, a president of a 
company came in, wanted me to cash a check payable to the corporation for 
<40.000. Toman, of course, didn’t know. 

| know the guy for 40 years. I know he is president of this company for 20 
vears. After I explained it, I said, “John, the answer is no; everybody get 
a Be the next day, the order was given in there that we cash no county 
warrants, only payroll warrants. If you came in, maybe we would take a 
chance on you for $5 or $10. We would cash a personal check for 2 or 3 
hundred dollars, but no personal warrants are cashed in that office at all 

It was sort of a lucky happenstance. I could talk to you—— 

Mr. Rocers. We have a lot of ground to cover here. We want to ask you 
some questions. 

Mr Kotak That is a background, somewhat of a reason why they retained 
me there. They thought I was safe. I had no ulterior motive beyond the 
objective. If it was good for a penny, it was good for the whole office. I never 
pulled any punches, 

Mr. Roeers. We are interested in these welfare funds, however you want 
to describe it, such as the Paschen fund and the Brenza fund. 

You were familiar with the Brenza fund ; were you not? 

Mr. Korar. I was familiar with it. I was familiar with it to the point of 
calling up. 

Mr. WAtsH. So that our terms will be definite, I don’t know, I assume Brenza 
at some time or other had a campaign fund, too. I would like to have a dif- 
ferentiation between the Paschen campaign fund and the Paschen employees’ 
benefit fund. 

Mr. WaLLAce. The welfare fund, the Brenza welfare fund. 

Mr. Koiar. I know nothing about his campaign fund at all, 

Mr. WatsH. When we speak of funds, you are talking about the welfare fund 
until we change the subject? 

Mr. Rogers. X¥es. 

Prior to Brenza, were there other funds like this in the county treasurer’s 
office? 

Mr. Korar. Yes. Louis Nelson had a welfare fund. 

Mr. Rogers. Was he the first one? 

Mr. Kotak. Yes. You see, the statute was changed in 1947 which permitted 
banks to treat the county treasurer’s office more or less as a preferred creditor 
in allowing them to segregate securities from their portfolio as security for 
for that individual account they carried with us, being 10 percent. For example, 
if the account was $100,000, I would require bonds in the value of $110,000, 
figured at market value. I figured not fractions, but the straight dollars, 

Mr. Rocers. Going back to Mr. Nelson, were you a collector for these various 
funds or when did you enter the picture? 

Mr. Kotak. I got into the picture there because I talked it over with Nelson, 
and there was no pattern set as to how much. Louis was very, very con- 
servative, and the banks at that time, I think, contributed, I don’t know how 
they arrived atthe figure, but it was one-twentieth of 1 percent of 75 percent 
of the deposits, making it 75 percent of 20 or 25 percent for the reserves, and 
just figuring it on that basis. 

Now, I have been asked if there are any balances left there. I remember 
since, I have been questioned on that, at the end of the year Louis would throw 
a party, buy 3 or 4 turkeys, no drinks. 

We would get downstairs, have the girls cut it up. He would stand on top 
of those cases, and he would lead community singing for an hour or and hour 
and one-half. I believe that that balance, that the balance of that was gen- 
erally put into that party. I don’t know. That is just an assumption. 

Mr. Rogers. What did you use Mr. Nelson’s fund for? 

Mr. Wash. May I suggest this? So far as I know of Mr. Kolar’s activity, 
he had no part in the disposition of the Paschen fund. That is my information, 
and your question assumed that he had something to do with it. 


Mr. Korar. I thought the question was the purpose. Was that it? 
Mr. Rooers. Yes. 
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Mr. Korar. Well, for example, and I don’t remember names, one of our boys 
was sick at the county hospital. He was sleeping in the nude. He had to put 
on a pair of trousers to go to the toilet. The next day he got a robe and 
forth. 

A colored employee had to bury her mother. This is during Nelson. It was 
either fifty or a hundred dollars. She said that Jackson, the undertaker 
wouldn't bury her mother unless the payment is made. , 

I said, “Do you expect me to loan you the money?” She said, “Yes,” 

I said, “You belong upstairs.” 

She got the money so damn fast it made her dizzy, not as a loan, but as a 
gift. What could be nicer or sweeter? These employees get $250 a month, 
Somebody was putting their hands in their pocket all of the time. 
what Nelson objected to. 

There were three nuns that made a collection there during the time. They 
were ruled off. They came up to see Louie. Louie is a 32d degree Mason, 
Louis asked them, he said, “If you will tell me what your collections every 9 
weeks are,” they would always come in right at payday, “I will mail you a 
check.” 

Well, their answer was this: “When we took the veil, we vowed that we would 
never accept any donation like this and our keep had to be entirely through 
begging.” 

So Louis made an exception to those three nuns that came in. They are 
the only ones. He raised the very devil if anybody violated that. 

Mr. WatsuH. Mr. Kolar, I think what Mr. Rogers wants to know from you is, 
Did you take part in the disposition or disbursement of the fund? 

Mr. Korar. I had nothing whatsoever to do with the recommendation, the 
disbursement of the fund. I don’t know who kept it. I don’t know who signed 
the checks or anything. 

Mr. Rocers. We are talking about the Nelson fund now. 

Mr. Korar. Yes. That goes for all of the funds, all of the following treasurers, 

Mr. Watuace. But to your knowledge, was the Nelson fund the first one set up’ 

Mr. Koxar. It was the first one set up where the funds were created by the 
bankers. Now, prior to that, they had a fund. ‘ They all have funds. I don't 
give a damn what they have to say. But the employees maintain those funds, 
It is either $2 a payday or $2 a month. I am not throwing any stones, but they 
all have them. 

Mr. WALLACE. Well, is this fund started by Nelson continued by Brenza and 
Paschen? 

Mr. Korar. It wasn’t a question of continuation. It was a question of reor- 
ganization of one. Each account was closed when the treasurer went out. 

Mr. Wa.tace. Did the employees ever contribute to these funds? 

Mr. Korar. Never. . 

Mr. Rocrers. When you set up the Nelson fund, what was the purpose in your 
mind? Was it for charity, welfare of the employees? 

Mr. Korar. Certainly for charity, and for, where this emergency arose for $50 
or $100 to pay the undertaker. Do you realize we have quite an old personnel 
there, 60, wouldn’t you say so? 

Mr. WatsuH. Yes; I suppose. 

Mr. Korar. And they are old. Someone is breaking a leg, slipping in a bath- 
tub, some getting married, someone is dying; some are contributing to a funeral. 
I used to think a lot of the reasons were cockeyed. 

Mr. WaA.tAce. May I ask a question right here? Mr. Kolar, I am going to 
make a statement, and you tell me if it is true or false. I don’t want to put 
words in your mouth. I am trying to get the picture. 

Mr. Korar. I understand. 

Mr. Wattace. Mr, Nelson created a fund, and similar funds were maintained 
by Mr. Brenza and Mr. Paschen. The purpose of the fund was to help em- 
ployees who have some sort of monetary difficulties. It is a fact that this fund 
was created, and you and others solicited banks which had county funds on 
deposit because they were getting something from the county treasurer's office 
of value to them, so it was only fair that they should contribute to this fund on 
behalf of employees who were paid fairly low wages? Is that true or false, or 
would you like to—— 

Mr. Korar. That is right. It is more or less a reciprocal consideration. 


Mr. Waxtace. It was an advantage for a bank to have county funds on de 
posit? 


That is 
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Mr. Korar. Yes. Right along that line, take, for example, Paschen comes 
in there in December. It is just natural through the sequence, I think we 
oug it to call the banks. That is in April or May. Nothing was ever said about 
Past hen here, in the Paschen account, with the banks that we had an employees’ 
fund at the time an account was opened. I say, it ran to April or May of 1955 
before I had a word to say to any of them. Then it wasn’t a solicitation. It was 

stion. 

‘as asked for the difference between that, solicitation, you have an objective 
to get, and my contacts I made, there were no, there would be no repercussions 
whatsoever. It wasn’t a must. You wouldn’t be hurt. You could come along 
or not come along with it. That is the truth. 

Mr. WaLLAcE. Did you have anything to do with the placement of the county 
= Korar. Of the banks? No. I only handled the detail after I was given 

name. 
Of r. WALLACE. You knew which banks had funds on deposit? 

Mr. Korar. Yes. 

Mr. WaLLace. And how much? 

Mr. Kotar. Would you like to see my records? I brought that in here. 

Mr. Wattace. Yes; I think so. 

Mr. WatsH. Could I see it first? 

This is a personal record of yours? 

Mr. Kocar. Yes. That is a very accurate record. It coincides with the office. 
It has nothing whatsoever to do with the balancing of the figures. For example, 
it gives the date the account was opened, how much, and also a sufficient detail 
of the collateral there, so that at any time I would figure the margin I could 
figure how I stood. 

Mr. Wats. As I understand it, isn’t this a record of the amounts on deposit 
in the banks and securities pledged ? 

Mr. Kotar. Yes. That is the amount in this bank, and that is the securities 

ledged. 

, Mr. WavsH. If that is the way you figured your securities, I think it is a 
document—I have no objection. 

Mr. Kotar. Over at the Federal grand jury, I had a memorandum in there, 
and they turned on me. 

Mr. Wattacer, All this is, it is a book which shows how much these banks 
have on deposit? 

Mr. Kotar. Each bank has on deposit, and that is merely a convenience for 
myself. They will call up, they want to know what certificates—bingo, I have it 
right off the bat. That has nothing to do with the office records. 

Mr. Rogers. Why do you keep these records? 

Mr. Kocar. A banker will call me up. He will ask me a question as to 
whether he has this or that certificate. I have it in front of me. I can teil liia 
off the bat without having to go to the safe, open up 2 or 3 combinations. I give 
it just like you would swing at a pitched ball. 

Mr. Rocers. Did you keep a record of how much each bank contributed to you? 

Mr. Ko.ar. No. For the simple reason it wasn’t a must, and if they didn’t 
contribute, it was O. K. And if I got a payment, I would take it up to Mr. Sulli- 
van. Whether he kept a record and segregated it or not, I don’t know. It wasn’t 
what you would say a concerted effort. If this was a thing there you had to drive 
through, I could do the whole thing in 2% or 3 days. I would slop along on this 
for a month. 

Mr. WaLsH. May I ask a question? Have you ever examined the books, rec- 
ords, checks, or vouchers of the Paschen Employees Welfare Fund? 

Mr. Koiar. No, I never saw the books. I never saw a voucher. I don’t know 
who signs them. 

Mr. Rogers. Do you have any idea how much, total amount, approximately was 
in these various funds, the Nelson fund, Brenza fund, Paschen fund? 

Mr. Korar. I haven’t the slightest idea. You see, for 16 years, when I was a 
deputy there, anything of importance that happened, I was called into confer- 
ence on. 

When they created this fund with Louis Nelson, I am the guy that picked out 
the moneys as to how much we could give out to banks. I set up just—we had 
at that time, when he started, I think something like 16 or 17 million dollars. In 
another account we had reserves where taxes were paid under protest. There 
was no reason to stop there, but I figured this is rather unusual. There has to be 
a stopping place some place, and I would never want to tell this to Louie. He 
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said to me one day, I think we had about $17 million in the bank, he says, “p, 
you think we could wiggle out another 50 or 75 thousand dollars?” 

I said, “Look around.” 

I could have wiggled out $15 million for him. But I did tell him honestly that 
we are only opening the accounts as to the limit of the reserve we had, and | just 
thought it was good business to have some stopping place somewhere. I don’t say 
this in eriticism. Our accounts are 230 or 240 million dollars. 

Mr. Rocers. It was a general practice for the treasurer himself to decide that 
half a million dollars will go to this bank and $500,000 will go to this bank, or 
did you do that? 

Mr. Koxar. I had nothing to do with selecting the bank, and I had nothing to do 
with selecting the amount. I got all of my instructions from Sullivan, and pot 
any from Paschen. 

From the time he was in there until about 3 or 4 days ago, I was never in 
Paschen’s office, and before I used to run in there and use that toilet. I would 
sleep on the couch when I wanted to rest. In fact, we had a pillow in there 
we kind of used to fight for once in a while. 

Mr. Wauiace. Do you have a book like this—this starts when Mr. Paschep 
took office, doesn’t it? 

Mr. Korar. Yes. 

Mr. WaAtiLace. Do you have books similar to that for the time under Mr. 
Nelson and the time under Mr. Brenza? 

Mr. Korar. No. I didn’t have. I will tell you. There were so few banks, 
I could handle the whole thing on a sheet. When I got into business on it, 
I had to get into business. 

Mr. Wattace. You mean when you started 

Mr. Korar. With 40, million. 

Mr. Wausu. The amount has grown, and the number of banks has increased. 

Mr. Korar. This spring, our cash balances ran up to 40 million. One thing 
IT did create, I could have had every one of these bonds under my jurisdiction, 
Why should I have $200 million worth of bonds? I arranged with the Fed, that 
they give us an original receipt plus three assignments, an original, duplicate, 
and a triplicate. Now, the bankers all have a surplus of bonds, as you know, in 
their portfolio. In some cases, 40 percent of the assets are in bonds. All they 
do is segregate a section of that. I would have that segregated by receipts from 
Fed. Anybody in our office would never touch or see a bond. 

Mr. Rocers. I want to discuss with you in detail about the Paschen fund: 
Now, you have told me already that Mr, Sullivan was the man who decided what 
banks or told you what banks, and how much would go into each bank for 
deposit. : 

Mr. Korar. As to opening the account. 

Mr. Wattace. Sullivan decided that? 

Mr. Korar. Yes. 

Mr. WatsnH. At least Sullivan told him how much. 

Mr. Korar. Sullivan told me that. I never had to have any confirmation 
ofit. I took that as it. 

Mr. Rocrers. You were the man that would be dealing with the banks and 
telling them 

Mr. Koiar. With all of the details; yes. 

Mr. Rocers. That is right? 

Mr. Korar. That is right. 

Mr. Rocers. Now, on this fund, did you ever discuss the fund with Mr. 
Paschen? 

Mr. Korar. Never. 

Mr. Rocrers. Never? 

Mr. Korar. I was in the office for the first time, I think, 3 or 4 days ago. 
That sounds almost inconceivable, doesn't it? 

Mr. Rogers. Yes, it does. 

Mr. Korar. I was never in there, never even my shadow cast on his 
threshold. As a matter of fact, my wife used to ask me, any change? Have 
you gone in there? I would say “No, I haven’t.” I think I am a hundred per- 
cent on it. 

Mr. Rogers. You did discuss it with Mr. Sullivan? 

Mr. Korar. Everything. 

Mr. Rogers. With Mr. Sullivan? 


Mr. Korar. I didn’t dicuss things with Sullivan. I took orders from fulli- 
van. 
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Mr. Roeers. He never talked to you about how the selections were coming 
along for the fund? 
arte No. I just told you, if I would have concentrated on an effort, I 
could have gone through the whole business in 2 or 3 days. It could lop over 
for a month, I would wait until you came in and talk to you about it. 

Mr. Wartace. Did you solicit by telephone or by letter or by personal visit? 

Mr. Kotak. It depended. If I expected a banker in in a week or so, as I say— 
vou fellows are making such a damn big issue of this thing. I took it just as 
another so and so, 

-_s WaLiacre. We have to get information on it. Go ahead. 

Mr. Kotar. I was asked a peculiar question over there yesterday. 

Mr. WALLACE. Where? 

Mr. Kotar, Over at the Federal grand jury. 

Mr. Roeers. You had better talk to your attorney. 

Mr. Kotar. Did I tell you about one of the jurors asking me if I solicited the 
Drexel Bank? Did I tell you that? That is the bank I worked for. I was in 
there about 40 years. This guy didn’t know that. He asked me, he said, “Who 
did you contact there?” I contacted Neal. I said I contacted Neal. He said, 
“I would like to have a blow-by-blow description.” 

I said, “I will go back again. We started there in short pants. He is resign- 
ing the 31st of this year as president of the bank after serving there 57 years.” 

Neal was sent over here from England. His father was a printer to the King. 
His father set the style on the first man wearing a dress suit and no socks. 
Everybody followed him. Neal bragged about being half Scotch and half Irish. 
This guy wanted a blow-by-blow description on this. He said, “Tell me how it 
happened.” 

r said, “Hello, Reg, how are you? The Paschen fund is coming up again.” 

He said, “That is all right, Andy.” 

I said, “You know, you have bragged to me about your ancestry, half Scotch 
and half Irish. When you are considering your donation, be 100 percent Irish 
and forget you have any Scotch in you.” 

| don’t think the prosecutor liked it. Everybody laughed like hell. He 
wanted to know. Then he said, “You didn’t answer the other half of my ques- 
tion.” Itook exception. They kept on insisting all the time that I was soliciting. 
I figure he wanted the differeuce. He said, “This is a hairline, and this ought 
to be good. I would like to know how you arrive at that.” 

I said, “In soliciting an account, you immediately establish an objective, and 
you have to get that objective, murder and treason excepted, no matter what. 
You have to bring home something in the gamebag.” 

I said, “My conversation in this was not like this. You would either come 
along or you didn’t need to. There was no must in it at all. Sullivan insisted 
on that, that that would be it.” 

Mr. WatsH. Can I ask you one question, Mr, Kolar? Did all of the banks 
that had deposits from the county treasurer under Mr. Paschen’s administration 
contribute to the employees’ welfare fund? 

Mr. Korar. No; there were 19 in this year that I never contacted or touched. 
I was up there on some matter of some business, and just casually John said, 
“I don’t think we will call up any more hanks.” That is all there was te it. 
It wasn’t a great big setting of a meeting or deciding or anything, It wasn’t my 
business, Nineteen banks were not solicited, Many of them were not solicited. 

Mr. WAtLAcE. Were you able to keep up with how much was in the fund at 
various times? 

Mr. Kotar. No. I would have no—— 

Mr. Watiace. All you did then was to get contributions from banks who had 
the county funds on deposit, and get as much as you could? 

Mr. Korar. I wouldn’t say I would get as much as I could, but I do say 
honestly I would use my ingenuity without using a club or without being in- 
sistent. That would be the natural reaction of anybody with red blood in their 
system, at least I think so. 

Mr. Rogers. Do you suggest te people a certain amount? 

Mr. Kotar. No. As I say, when Louis Nelson got in there, I don’t know how 
it was created. Some of the bankers laughed at me as to the amount. How it 
finally gravitated to one-tenth of 1 percent, I don’t know. We had no set pat- 
tern. No one, to my knowledge, has ever given in excess of that. You take, for 
example, the Sears Community Bank. They have a million dollars. I called 
them up. This is 1956. If we had adhered to the 1 percent, they would have 
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sent a thousand dollars. They sent $500. No bones about it, no words one way 
or the other. It sounds peculiar. 

Mr. WavsH. Was there any lessening of their deposit, of the county's deposit 
with them? 

Mr. Koiar. No. Quite to the contrary, there was an increase during the periog 
of the year. 

Mr. WALLACE. Do you know whether you ever contacted a bank or people at a 
bank and they stopped contributing and the county funds were reduced ? 

Mr. Korar. No. 

Mr. Wa.vLace. Did that happen, to your knowledge? 

Mr. Korar. No. There were no—— 

Mr. WaALLAcE. Let me ask you another question. Do you recall of any instance 
whe.e contributions in excess of a thousand dollars were made and shortly there- 
after the amount of funds on deposit increased? 

Mr. Korar. No; I wouldn’t say that. 

Mr. Roaers. Since Paschen has been treasurer, since you set up this fund in 
1955, have you asked for contributions twice? 

Mr. Korar. That is right, 1955 and 1956, that is right. 

Mr. Rocers. Back in May of 1955? 

Mr. Kotar. That was either April or May, and this one I think was along 
about in June. 

Mr. Rocers. Now, these two times, did you contact the Elmwood Bank? 

Mr. Kovar, I believe I did, although with the close association there it would 
hardly need much of a contact. 

Mr. Wa.tace. Close association with whom? 

Mr. Korar, Well, Mr. Sullivan was a director and vice president of the 
bank. 

Mr, WALLACE. Did you approach the Elmwood Bank or did Mr. Sullivan? 

Mr. Koxar. I think on one occasion I approached the Elmwood. 

Mr. Rocers. Who did you talk to, John Russell out there? 

Mr. Koiar. You don’t mind my referring to the directory, do you? 

Mr. Rogers. Go ahead, if you are refreshing your recollection. 

Mr. Kotar. I think I spoke to Clausen, Alfred Clausen, vice president and 
cashier. I think to the best of my recollection I spoke to him. 

Mr. Wattace. Did you suggest an amount of money to Mr. Clausen? 

Mr. Korar. No. I didn’t suggest money to any of them. 

Mr. WALLAcE. As a result of your approaching Mr. Clausen, was a gift of $300 
made to the Paschen Welfare Fund? 

Mr. Kotar. I would say “Yes.” 

Mr. WALLACE. But you had suggested-——— 

Mr. Korar. I didn’t mention an amount. The question might have been put, 
what did some other bank give? If an amount was made, where a question was 
asked by way of comparison, but not of compulsion—— 

Mr. Wa.iace. Did Mr. Clausen ask you how much you thought would be a 
good amount to contribute, and did you answer maybe in comparison with 
others? 

Mr. Korar. I don’t remember that conversation. 

Mr. Rocers. Let me ask you this, Mr. Kolar: You had known Clausen for some 
time. He has been around banking, around this area, for a while. 

Mr. Korar. I have known of him. I have never been in position to have any 
intimate relations with him at all. 

Mr. Rocers. Had you ever talked with him in the past when with these other 
banks? 

Mr. Korar. No; I have never spoken to Clausen, to my knowledge, before this 
time. 

Mr. Rocers. Did you know John Russell? 

Mr. Korar. No; I don’t know Russell. I know Dwight Green. 

Mr. Rocers. But you didn’t talk to Green about this? 

Mr. Korar. No. 

Mr. Kotar. You remember Bill Curley, of the Herald-American papers here? 

Mr. Wautace. Bill Curley? 

Mr. Korar. Bill Curley. He was also one of the trustees of the Hearst estate. 
I used to drink coffee with Bifl, and we used to see Dwight Green, and Mrs. Curley 
used to say, “Don’t waste your time on that good-looking law clerk. He don't 
amount to anything.” 

That is just a little digression. 

Mr. Wattace. We have to rush along, and I know you don’t want to spend 
too much time here. 
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Mr. Rocers. Off the record. 

’ Discussion off the record. ) 

Mr. WaALLAcE. I just wanted to establish, insofar as we could, whether that 
amount of money was mentioned to Mr, Clausen, in excess of $300,000, and could 
it have been mentioned in this regard: Mr, Clausen saying, “How much should 
we contribute?” and you might say, “Well, the Harris Trust contributed a hun- 
dred thousand dollars,” or something of that type. 

Mr. Kouar. In a case like that, that would be possible. 

Mr. WALLACE. But do you remember a figure being mentioned? 

Mr. KoLar. No; in any of my conversations I didn’t lead him into figures, If 
any question was asked, it was always by way of suggestion or comparison. 
Does that answer your question? 

Mr. WaLLace. That answers my question. Thank you. 

Mr. Rogers. Now, did you contact the Southmoor Bank these last two times? 

Mr, WaLLace. The Southmoor Bank & Trust Co. 

Mr. Kotar. Yes; I contacted Ed Hintz, 

Mr. Rocers. Ed Hintz? 

Mr. Kotar. Yes, You can’t reach him, so I guess I better select him. No; 
Lam joking. No. Yes; 1 know Ed Hintz. It was Ed Hintz. 

Mr. Rocers. You have known Ed Hintz for a long time? 

Mr. Kotar. Yes; I have known Ed Hintz for a long time. As a matter of fact, 
he has floated through many banks in Chicago. . As a matter of fact, that Friday, 
just before, we had some bonds, we had been drawing our money, and Ed came 
in for the bonds, and in release of these securities all we had to write was, 
“To the Federal Reserve bank,” and to give a description of the receipts we 
have. “You will find enclosed so-and-so,” and that we have no further interest, 
and that would nullify and clear our debt entirely, and we would deliver on 
that. 

I remember when Ed was there waiting for the girl to write the letter, he asked 
me what I thought of it. I said, “You are a first-class jackass and, by the same 
token, I did pray for you last night, and that I hoped God would forgive you,” 
and when I left the man shook my hand, and he almost broke my hand. That 
istrue; That is what happened. 

Mr. Rocers. Do you know anything about the withdrawing of the county 
funds; the decision to withdraw the county funds? 

Mr. Kotar. You mean withdrawal out of there? 

Mr. Rogers. Out of the Southmoor. ; 

Mr. Kotar. Oh, yes. When I read of it in the paper and came down the 
next morning, | was red hot... No compromise. I wanted to do it. But we 
had $350,000 in an open account, and we had $100,000 as a trust. That trust 
was withdrawn a few days later. I could give you the name, even the date, if 
you want that, 


Mr. Rogers. Yes. Do you have it there? We would like to have it for the 
record. 

Mr. Korar. By George, this is one that I didn’t have completed. Bank of 
Elmwood Park—I only have forty-three hundred. 

Mr. WaLLacg, No, no; Southmoor Bank & Trust Co., Mr. Kolar. 

Mr. KoLar. Southmoor ; excuse me. 

Mr. WaLLace, I know you have that. Isaw it. 

Mr. Kotar. On July 9, 1956, $350,000 was drawn out, and on July 12, 1956, the 
balance, $100,000 in the trust, was drawn out. 

Mr. WatLace. What trust was that; do you recall? Doesit have a name? 

Mr. Korar. Just as we left it in trust as a portion of reserves that we have. 
That is what you call A money. 

Mr. WatLace. By the way, what interest is paid on these deposits? 

Mr. Korar. No interest is paid. 

Mr. WaLLaAce, Are they all on demand or time? 

Mr. Kotar. How? 

Mr. WaLLAcE. Are they all in demand? 

Mr, Korar. Yes, 

Mr. Wattace. No time accounts? 

Mr, Koran. Yes. That was absolutely on my insistence and recommendation. 
We were handling a lot of other people’s money, and when you want it, you 
want it. You are not going to wait for the expiration of a contract. That 


is one rule I set on the banks, and they followed through on that just auto- 
matically, 
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Mr. Rocers. But you did not know about the decision to withdraw 4, 
county funds from Southmoor. You read it in the paper. Did you know about 
it before that? 

Mr. Korar. No; I didn’t know it beforehand. 

Mr. Watiace. Were you consulted? 

Mr. Korar. How? 

Mr. Watiace. Were you consulted about withdrawing this money from th» 
Southmoor Bank? 

Mr. Korar. Well, it wasn’t so much consulted, as I immediately went yp. 
stairs and everybody was in unity on it. 

Mr. WatiAce. They said that at that time? 

Mr. Korar. Yes. Sullivan said, “I have already written a check.” 

Mr. WALLAce. Did he say why he was taking it out? 

Mr. Korar. It was quite obvious. We didn’t discuss why. 

Mr. Wat.ace. In other words, you were afraid you would lose it if you jer; 
it in? 

Mr. Korar. It was a whole lot better to take it out that way than to have to 
go through litigation on our collateral. The collateral was good. The 3% 
was ample, but, of course, the trust money isn’t collateral, and that was created 
as a trust, as you understand it. 

They automatically set up a security with the State. I don’t believe any 
body ever lost a dime in a trust company in Illinois, did they, Mr. Walsh? 

Mr. Watiace. They don’t have to collateralize the trust. 

Mr. Wats. It is collateralized to this effect, that a trust company is organ. 
ized as such, and it deposits a basic collateral with the State at Springfield, 
which is security against any specific action, and, as your trusts increase, your 
collateral at Springfield must increase. 

Mr. Kotar. You gentlemen probably know this. If we had an account in a 
bank, and the bank closed, and we could prove that the money in the bank 
was trust money, we would be automatically a preferred creditor, in Tlinois. 

Mr. WALLAce. When was the first time you recall contacting Mr. Hintz with 
respect to a contribution for one of these welfare funds? 

Mr. Kotak. Now, in line with the pattern that I was telling you, this account 
was opened March 4, 1955. Probably maybe 60 days later. This is a long guess. 

Mr. WALLACE. In other words, prior to March 4, 1955, you had no funds on 
deposit at the Southmoor Bank? 

Mr. Korar.- No, I had none, didn’t have any ; no, sir. 

Mr. WALLAcE. And all of a sudden you now have $350,000 plus $150,000. 

Mr. Korar. No; not all of a sudden. March 4, 1955, we deposited $250,000, 
and June 23 of that year we deposited $150,000, and then June 23 the trust fund 
of $100,000, making $450,000, but the checking account was $350,000, and the 
other was a trust fund. 7 

Mr. Watiace. Was it after that you contacted Mr. Hintz with respect to a 
contribution? 

Mr. Korar. Yes. 

Mr. WALLACE. Did you contact him by telephone? 

Mr. Kovar. Yes. 

Mr. WALLACE. What did you say, do you recall? 

Mr. Korar. No, I don’t know, but I know all of these conversations were very 
agreeable. 

Mr. WALLACE. Did you point out, in effect, that “Mr. Hintz, you now have 
$450,000 of county funds on deposit”? 

Mr. Korar. No, I didn’t tell him that we have $450,000 at all. The conversa- 
tion was more along the line that I would explain the employees’ association, 
“Now, would you like to go along with the idea?’ something for the help, chari- 
table outfit for the boys here, and that is it. 

Mr. WALLACE. How much did he contribute? 

Mr. Kowar. I believe it was $450. 

Mr. WALLACE. Well, that would be one-tenth of 1 percent. 

Mr. Korar. That is right. 

Mr. Wa.uLace. Did Mr. Hintz ask you what other people contributed so he 
would have some guidance as to how much? 

Mr. Korar. I think generally so; yes; but specifically, what was said, I don't 
remember. 

Mr. WaLLace. That is all right. I just wondered what impression he was 
given. Now, is this the first time you ever talked to Mr. Hintz about that? 
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Mr. Korar. You see, I have known all of these boys for years and years; it 
wasn't a question of anything new. ; 

Mr. Watuace. Mr. Kolar, do you know the circumstances surrounding the 
placing in deposits of county funds in the Southmoor Bank & Trust Co.? 

- KoLar. No. 

= a What was Mr. Smith’s function in relation to this fund, the 
-aschen fund? 

— cena Mr. Smith and John Sullivan, they have been sort of cronies 
together, from what I read in the newspapers, for 30 years, and I think just 
leading him along as an extra piece of baggage with a job in charge of personnel. 

I had very, very few dealings with Mr. Smith. He was rather of a dynamic 
personality, and I was married for 42 years, so discretion was the better part 
of valor, I thought. 

Mr. Roerrs. Well, did you have any contact with him in relation to the fund? 

Mr. Kotak. No, 

Mr. Rogers, You dealt with Sullivan ; is that right? 

Mr. Korar. Yes, but I would say that due to his many years over at the 
auditor’s office, and having come over with him, and from their relations being 
so friendly and close, I would think if I were in Sullivan’s shoes I would ask 
Smith to polish my shoes, or something, or be sort of a lackey to me. 

Now, does that answer your question? I mean, that in merely a presumption. 

Mr. WatLace. Well, who were the trustees of this fund? 

Mr. WALsH. Excuse me. I don’t think they are trustees. 

Mr. WALLACE. What do they call them? 

Mr. WatsuH. It is a corporation organized for charitable purposes under the 
laws of Lilinois, and they have officers and directors. 

Mr. WALLACE, Who were they? 

Mr. WatsH. Well 

Mr. Watiace. Sullivan? 

Mr. WatsH. G, J. has got the bocks. But Sullivan, I think, was president, and 
Smith was secretary. He may have been treasurer, too. 

Mr. Kotar. Who is this? 

Mr. WaLsH. Smith was the secretary. He kept the books. 

Mr. WatLace. What other officers were there? 

Mr. WatsH. Mr, Ronan, whether he is or not, I don’t know. 

Mr. Rogers. Who is Ronan, Mr. Kolar? 

Mr. Kovar. Ronan is the personal attorney for the county treasurer. 

Mr. Roeers. Did you ever deal with him in relation to the fund? 

Mr. Kotar. Only this: I got kind of kicked into this thing. I met him at the 
elevator, and he said, “Andy, I have the application for the charter. Would 
you mind signing it?” And I said, “Sure, I will sign it,” and here Iam. I am the 
organizer, 

Mr. Watiace. Your signature is on the sheet as an organizer of the fund? 

Mr. WatsH. That is right. You see, three persons apply for a charter, and 
then when the charter is obtained, officers are selected. 

Mr. Rogers. Who are the other two persons on the charter ; do you know? 

Mr. Wasa. I don’t know. I imagine it is Ronan and Smith, I believe, but 
afterward Sullivan, Ronan, and Smith were the officers. 

Mr. Wattace. It was my understanding that the officers were Ronan, Sulli- 
van, and Smith, and Mr. Kolar got the contributions to the fund; is that right? 

Mr. WatsnH. That is right. 

Mr. Kotar. How is that? 

Mr. Watrace. You obtained contributions to the fund, but the officers were 
Sullivan, Smith, and Ronan? 

Mr. WatsH,. That is correct, 

Mr. Koran. That is right. 

Mr. Watiace. And what Mr. Rogers was asking you, was, do you know what 
Mr. Ronan’s role in the fund was? 

Mr. Koran. Well, I doubt very much whether or not he had any active role 
in the fund at all, and if he was listed as secretary, I think it was more or less 
a matter of convenience than anything, but from just the odor that you get 
around, I don’t think that he had a darn thing to do with that fund. 

Mr. Roerrs. Would you say that Mr. Sullivan was the key man in the fund? 

Mr. Korar. Yes. 

Mr. Rocers. That is the man you dealt with? 

Mr. Kotar. Yes. That is all. He is the only one I did deal with. 

Mr. Roeers. Did anybody collect contributions besides you? 
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Mr. Kotar. Well, now, take for example in the Lincoln National Bank, that is 
more or less styled as a currency exchange bank, and when Smith was over 
at the auditor’s office in charge of all the currency exchanges, I believe Smith 
made the contact at the Lincoln Bank, and in some other cases, but specifically 
I wouldn’t know. I don’t think I was 100 percent collection man. . 

Mr. Rocers. Were there any cases when you talked to one of the bank officers 
and he said, “Well, I have already been contacted”? Did that ever happen? 

Mr. Kotar. No. 

Mr. WatsH. Were there situations where you talked to a banker about the 
matter and the money came in, but it didn’t come to you? 

Mr. Korar. At times that would happen. Only as a matter of convenience. 
You see, our mail is tremendous there. When we get going we micht get 20, 
25 or 30 bags of mail a day there for a few days during the height of the collec. 
tion, so that letters, if they were sent by mail, sometimes I would ask them to 
direct them directly to me so they wouldn't be just lost in the shuffle. 

Mr. Rocers. You are quoted in the paper today. Did you know that? 

Mr. Korar. How? 

Mr. Rocers. Do you know you are quoted in today’s paper? 

Mr. Korar. No. 

Mr. Rogers. In the Chicago Sun-Times. Did you read that? 

Mr. Wats8. Yes. 

Mr. Rogers. It says here, they quote you as saying, “I was ordered to collect 
some of the money.” 

Mr. Korar. I never said a word like that in my life. I never said I was or- 
dered. I am not ordered by anybody. I don’t know as I was ever ordered in 
my life at all. I try to get along with people. 

Mr. Rocers. Well, you would say you were not ordered to collect? 

Mr. Korar. No. I was never ordered to do anything anywhere in my life. 

Mr. Rocers. Well, don't make that statement. 

Mr. Kouar. How? 

Mr. Rocers. Will you just make the unequivocal statement on this? 

Mr. Kouar. I never made that statement. 

Mr. Rocers. Well, were you ordered to collect contributions for the Herbert 
Paschen Fund? 

Mr. Kotar. No. I wouldn't say it was an order, no. 

Mr. Rocers. What was it? 

Mr. Koiar. We sit in a group. “Well, I think it would be about time that we 
see that we contacted the banks,” and then nothing, no order to me, or anything. 
I just took it for granted I was the guy. 

Mr. Rocers. Who wou!d say that? Sullivan? 

Mr. Kouar. Yes. Nobody else. All of my official business was transacted with 
Mr. Sullivan. - 

(Addressing Mr. Walsh). Don’t that sound strange for the time I have been in 
Paschen's office? 

Mr. WaALsh. It does. 

Mr. Rooers. Mr. Kolar, are you still in the county treasurer’s office? 

Mr. Korar. Oh, yes. 

Mr. Rocers. You are still working there? 

Mr. Korar. Sure, I am still on the payroll. You asking me a question like 
that, I don’t think I would .be violating a confidence in telling you this: Mr. 
Paschen asked me in his office Monday, strange as it might be, and I would like 
to tell you the nice things he said about me, but I might blush like a young 
maiden. He told me he had the utmost confidence in me and in my honesty and 
in my integrity, and placed implicit trust in anything I did or said. He said, “I 
wish I had more employees in the office like that,”’ and I thought that was pretty 
nice for him to say, and I didn’t have a gun against his ribs either, when he said 
that. 

Mr. Watxace. Mr. Kolar, you talked to quite a few people with respect to 
whether they would like to make contributions to this welfare fund. In any of 
your conversations with these people did they ever say, “Well, I have to make con- 
tributions elsewhere too”? 

Mr. Kotar. No, but let me find one. In talking to the Mercantile National 
Bank, I finally—I don’t know the officer, I have forgotten who the officer was I 
talked to—but anyway, I finally wound up with talking to a Mr. O'Neill. O'Neil! 
was either the chairman of the board or the president. And O'Neill told me, he 
said, “I am not adding any more charitable associations to our list,” and I said, 
“This isn’t an advertised proposition, but if you feel as though you don't like to 
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» along as I have told you before a half a dozen times, it isn’t a must,” 
o+ the old guy wanted to talk—I am talking like the old fellows that are not 
-< young—and finally I wound up and I said, “Well, there is no need of discuss- 
ing this, Mr. O'Neill. This is no must. There will be no reprisals, and I can 
_ssure you from what the past has been that there will be no change in your bal- 
ances whatsoever,” and he turned around, thanked me very profusely, and 
told me | was very much of a gentleman and he had enjoyed my conversation im- 
mensely, but he didn’t give a damn thing. But why he made that statement, 
what brought him to that decision, I don’t know. ‘That is practically, I think, 
the only resistance that I got. 

Mr. Rocers. Do you know a fellow by the name of Les Kiick? 

Mr. KotAr. Who? 

Mr. Rogers. Les Kiick. 

Mr. Korar. No. 

Mr. WALLAcE. Do you know Jack O. Brown? 

Mr. Koran. No. 

Mr. WaLLace. Do you have anything you would like to add now? 

Mr. KotAr. I would like to say if you have any afterthoughts and you would 
like me to come down, just give me ample time and I will come very willingly. 

Mr. WaLLace. Thank you very much. 

Mr. Kotar. When I have any dealings with the United States Government, 
it brings me back to my allegiance to the flag and my utmost childish respect for 
the Government, almost to the point of tears. When I come into this building, I 
don’t like to come in here, but I think 1 am in one of the sacred portals of the 
United States Government. 

Mr. Wattace. Thank you. We think so, too. 

Mr. Korar. Really, and with the highest respect, and I say that immeasur- 
ably. You can call me at any time. 

Mr. Rocers. We will adjourn the meeting. 

(Whereupon, the meeting was closed.) 


UNSWORN TESTIMONY OF EDWARD A. EPPING 


PROCEEDINGS OF SENATE BANKING AND CURRENCY COMMITTEE STArr INVESTIGATION 
In Re ILiiInors BANKING SITUATION 


Curcaeo, ILL., August 13, 1956, 1:30 a. m. 

Present: Mr. Robert A, Wallace, staff director; Mr. Donald L. Rogers, counsel. 

Also present: Mr. Edward A. Epping, Mr. Hugh J. Dobbs. 

Mr. WaLLAcE. Would you identify yourself for the record? 

Mr. Epping. Edward A. Epping. 

Mr. WALLACE. Your address? 

Mr. Errine. Lebanon, Til. 

Mr. WaLLAce. Do you have a telephone there? 

Mr. Eprinc. Kellogg 7-6744. 

Mr. Rocers. Mr. Dobbs, give your name, address, and phone number. 

Mr. Dosss. Hugh J. Dobbs. I am a lawyer of Springfield, lil, and I have 
known Mr. Epping for about 3 weeks. I am representing him in a personal 
cmech y in the present problems having to do with his work in the State auditor's 
onice, 

Mr. WaLLace. What is your office telephone number? 

Mr. Dones. My office telephone number in Springfield is 4-9886. 

Ma Watiace. Mr. Epping, would you tell us a little bit about your back- 
ground, where you were born, where you went to school, very briefly? 

Mr. Epprne. I was born on September 8, 1918, Granite City, Ill. I attended 
the Nameoki Grade School, 2 years at the Granite City High School, 2 years at 
night business school at Brown’s Business College, 4 years at night school at 
the Missouri Institute of Accounting and Law. I am a certified public accountant. 
as a married. I have two children. My wife and I are expecting a third in 
over der, 

Mr. Wattace. When did you first meet Mr. Hodge? 

Mr. Epptne. I met him after he was elected, after he had taken office. 

Mr. WALLAcE. As State anditor? 

Mr. Erprne. As State auditor, around the 1st of March or February 1953. 

Mr. Watiace. So that although you are from the same city, you did not know 
Mr. Hodge prior to the time he took office? 

Mr. Eprrne. Only by name. 





1192 ILLINOIS BANKING SITUATION 


Mr. Rocers. When were you employed by Mr. Hodge? 

Mr. Dosss. His firm was employed. 

Mr. Epping. My firm was employed. 

Mr. Rocers. When was that? 

Mr. Eprine. In March or February 1953. 

Mr. Roeers. That is when you first met him? 

Mr. Eppine. Yes. 

Mr. WALLACE. What was the name of the firm? 

Mr. Epprne. F. M. Mersinger. 

Mr. WALLacr. As an accounting firm you had done no work for the Hody 
agency? , 

Mr. Epprna. No, sir. 

Mr. Rogers. What was the first assignment from the State auditor? 

Mr. Epprne. Mr, Hodge, my partner, Mr. Mersinger, and myself, I was calle, 
to the meeting by Mr. Hodge and Mr. Mersinger, at which time Mr. Hodge dis. 
cussed the possibility of someone from the firm spending approximately 30 days 
or so to help him in the reorganization of the auditor’s office. It was at tha: 
time that I was selected to do that job. 

Mr. WALLACE. Were you ever on the payroll of the State? 

Mr. Epprne. No, sir. 

Mr. Rogers. Were they paying the fee to your firm? Were you employed by 
your firm? 3 

Mr. Epprnea. Yes, sir. 

Mr. Dores. To shorten it up, his first arrangement was on a per diem basis. 
It ran into quite a good deal. The regular per diem was $100 a day. And Hodge 
then asked that a regular monthly fee be fixed of a thousand dollars a month. 
which was agreed to by Mr. Mersinger and Mr. Epping. And the money was 
paid, the firm of Mersinger & Co., a thousand dollars a month. It went into the 
general income of the firm, and Epping participated in that money only to the 
extent he participated in the firm profits. 

Mr. Rogers. You say this was on a reorganization. Did that involve, is this 
at the time—did you make an audit of the trust fund at that time, unclaimed 
depositors trust fund? 

Mr. EpprNc. That was done by the office here in Chicago, Mr. Homer Tripp, 
who was a CPA, and who was a resident member of the Chicago office. 

Mr. Rocers. What I am getting at, was that part of this reorganization work? 

Mr. Epping. No. 

Mr. Rocers. What was involved in the reorganization work? 

Mr. Epprne. That came later. The audit of the trust fund came later. 

Mr. Rogers. Well, were you looking at reorganizing their accounting setup, 
their personnel setup, or what? 

Mr. Epping. The accountifig and personnel. You must realize that the auditor's 
office, the work actually of the auditor's office, as far as the auditor's office itself 
is concerned, is probably 2 percent in regard to the auditor's office as it applies 
to the various other elected offices and State agencies throughout the State, 
if I make myself clear on that. It was with that that I was concerned. In 
other words, the writing of 20,000 warrants a day, the examining and auditing of 
banks, building and loan, credit unions, various financial institutions chartered 
under the State auditor's office. 

Mr. Watiace. While you Were there, did any employee of the auditor's office 
have an agreement with the auditor for the payment of checks out of this trust 
fund similar to the one J. W. F. Smith had with Hodge's predecessor? 

Do you know what I am talking about? 

Mr. Erprne. No. 

Mr. Rocrrs. Did you work on an audit? 

Mr. Eppina. No, sir. 

Mr. Roerrs. Not at all? 

Mr. Epping. It was the resident here in Chicago. 

Mr. Watuace. Did you ever have anything to do with that trust fund? 

Mr, Eppine. Only to the extent that when distribution was made to some of 
the closed banks, I believe it was, I figured the percentage, the percentage of 
distribution to each one of the—what would you call them-——— 

Mr. Dosss. Claimants. 

Mr. Epprtne. Claimants, based on his original deposit, original claim. 

Mr. Watrace. Did you ever have anything to do with either the preparation 
or cashing of checks out of that particular fund, the trust fund? 

Mr. Epptne. No, sir. 
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Mr, Wattace. You had nothing to do with that? 

Mr. Ervrrne. No, sir. 

‘ir. WatLAce. Off the record. 

(Discussion off the record.) c ‘ 

\r. Rocers. Are we clear on the record on that point, that you did not assist 
Mr. Hodge in —s any funds from the unclaimed depositors fund? 

Mr. Epprnc. What? 

- wee You didn’t assist Mr. Hodge in obtaining funds from the un- 
claimed depositors fund? 

Mr. Epprne. No, sir. 

Mr Rocers. At the time you were employed there in March, you were having 
difieulty with the Elmwood Bank, were you involved in any way with those 
negotiations, the closing of the bank? 

illed ’ Mr. Epprne. No, sir. 

dis. Mr. Rocers. Or the opening of it? 

lays Mr. Epprne. No, sir. 

that Mr. Wattace. Were you aware of the fact that Mr. Hodge had purchased 
come stock in the new Elmwood Bank? 

Mr. Epprna. I heard it as a rumor. 

Mr. Wattace. When did you first hear this? 

Mr. Epprne. I can’t recall now. 

Mr. Watiace. Just a rumor, though? 

Mr. Eprrne. Yes. 

Mr. Rocers. You didn’t assist Mr. J. Roy Browning in obtaining a loan to buy 
the stock from the Southmoor Bank, Mr. Hintz? 

Mr. Epping. No, sir. 

Mr, WaLLAcE. Do you know Mr. Browning? 

Mr. Epprxne. I met him during that time at the closing of the three banks. 

Mr. Watiace. Did you participate or were you just around at the time this 
work was being done? 

Mr. Epprne. I was just around. 

Mr. Wattace. You are pretty new then ; weren’t you? 

Mr. Epprne. Yes. 

Mr. WaLLace. Because that is when it started. 

Mr. Epping. It was during that time that—that is when I met Mr. Browning. 
Then I met Mr, Browning later on when I performed the audit at the University 
of Illinois. He assisted Mr. Hodge in some legal work at that time. 

Mr. Watiace. Tell us something about the operation of these warrants. As 
I understand it, a voucher is prepared, and on the basis of this voucher a check 
or a warrant is issued. 

Then the warrant may be endorsed and cashed. Is that the general procedure 
that is followed. 

Mr, Epprne. Yes. 

Mr. Wattace. Did you ever prepare any of the vouchers? 

Mr. Epping. No, sir. 

Mr. WaLLAcE. Did you ever prepare any of the warrants? 

Mr, Epprne. No, sir. 

Mr. WaLLAcE. Now, then, when did you first meet Mr. Hintz? 

Mr, Epping. Offhand, I would say sometime probably in 1953, but I wouldn’t 
know. I don’t recall having met him, when I met him. 
ce Wa.tace. When was the first time you ever took any warrants to Mr. 

intz? 

Mr. Epprne. I never had any knowledge I was ever taking any warrants to 
Mr. Hintz. I used to take personal checks of Mr. Hodge to Mr. Hintz. 

Mr. Roegrs, When was that? When did that happen? 

Mr. Wattace. When did you first do that? 

Mr. Epping. Sir? 

Mr. WaLLace. When did you first take personal checks to Mr. Hintz? 

Mr. Epping. I don’t recall the time. 

Mr. WaLLace. Was it in 1953? 

Mr. Eprtye. I don’t remember. 

Mr. Rocers, That is one thing I don’t quite understand. 

Mr. Dosas, Off the record. 

(Diseussion off the record. ) 

Mr. Epping. I don’t recall, As I said before, I don’t recall when I met him, 

Mr. WatLace, What is the first specific visit that you do recall? 

Mr, Epping. I don’t know. 
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Mr. WaALLAcE. Do you recall visits early in 1956? 

Mr. Eppine. No specific visit, no. Because—off the record? 

Mr. Wauiace. Off the record. 

(Discussion off the record.) 

Mr. Eprina. I was doing other things in regard to either the Chicago office or 
the Sprin; field office, and occasionally he would say, “Would you stop by and see 
Mr. Hintz, or would you deliver this package to Mr. Hintz for me? Would yoy 
take this stock, package of collateral, securities, to Mr. Hintz? He wijj have 
something to bring back. Would you stop by? Mr. Hintz has something 
you to bring to me.” 

Mr. Wa..Lace. But you don’t remember when you first ran any of these errands 
for Mr. Hodge? 

Mr. Eprine. No; I don’t. 

Mr. WALLACE. You went on a per diem basis, was it, March 1953? 

Mr. Epprne. Yes. 

Mr. Wa.vAce. But your first jobs were this reorganization, if I remember 
correctly ? 

Mr. Brprnea. Yes. 

Mr. WALLACE. Do you recall whether you ever met Mr. Hintz—did you eyer 
see Mr. Hintz in that entire year of 1953? 

Mr. Epprne. I don’t really know. I could have; yes. I don’t recall it. 

Mr. WALLAcE. Let me ask you about one specific situation which I would like 
to know about. Do you remember flying up from Springfield and landing at 
Meigs Field, and meeting Mr. Schlitz at the airport? 

Mr. HDppina. I recall meeting him at the airport one time. 

Mr. WALLACE. When was that, do you recall? 

Mr. Eprinc. Not ofihand; no, sir. 

Mr. WaLLAcE. Could you tell me about that particular instance, the situation 
surrounding your leaving Springfield, who flew with you, what you did when 
you landed, and what you did until you were back in the airplane going back 
again? 

Mr. Epprne. Off the record? 

Mr. WaLLAce. Off the record. 

(Discussion off the record.) 

Mr. Epeine. What is the specific question? 

Mr. Wa.tace. The specific question was, would you relate to us what happened 
on the occasion when you met Mr. Schlitz at Meigs Field Airport, beginning with 
why you left Springfield, who you flew with, what happened after you got here, 
until you are back in Springfield again? 

Mr. Eppina. I remember meeting Mr. Schlitz at Meigs. I don’t recall if Mr. 
Hodge was with us or not. I don’t recall if Mr. Strupa picked us up or met us 
there. I don’t remember that. 

Mr. WALLAcE. What did you bring with you from Springfield? Did you bring 
something from Springfield on behalf of Mr. Hodge? 

Mr. Eprine. I suppose I gave Mr. Schlitz a package, an envelope. 

Mr. Watiace. Go ahead. You met Mr. Schlitz at the airport. You think you 
may have been picked up by Mr. Strupa? 

Mr. Epprne. I don’t remember. 

Mr. WALLACE. Assume you were. 

Mr. Epprne. You must remember I came up here at least once a week, on an 
average, to the Chicago office, up until about 6 months ago. I was in Chicago at 
least once a week. 

Mr. Warvace. Off the record. 

(Discussion off the record.) 

Mr. WALLACE. Let me ask you on at least one occasion, you flew up from Spring- 
field with something which Mr. Hodge had given you to exchange with Mr. Schlitz. 
You arrived at the Meigs Airport. You met Mr. Schlitz. You were picked up by 
Mr. Strupa, who was Mr. Hodge’s chauffeur. Mr. Hodge was in the car. He has 
a large green package, but he has some other errands to run. Mr. Strupa lets Mr. 
Hodge out in the Loop. He then takes you and Mr. Schlitz to the First National 
Bank, and you and Mr .Schlitz walk into the bank and go to a person in the bank, 
where Mr. Schlitz signs something, is given an envelope which he puts in his 
inside coat pocket. Then you walk out together and get in the car and drive 
back to the airport. While you are in the car, you give warrants to Mr. Schlitz, 
he counts the warrants, and after he receives the warrants he gives the package 


to you. And then you let him out at the airport and you go back to Springfield. 
Is all of this true? 


for 
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\lr. Evetne. I don’t recall that... L-recall having met Mr. Sehlitz, and as I told 
\ir, Coutrakon, I don’t reeall if we went to the bank, if we went to the Southmoor 
or where we went. I don’t recall having gone back to Springfield that day. 
Apr arently I did because Mr. Schlitz has said that I did. 

And I told Mr, Coutrakon, also, on 1 or 2 occasions I went to some downtown 
hank on the instructions of, 1 thought, Mr. Hintz. It could have been this was 
ans of the occasions I went to this downtown bank. I am not sure of that. 

Mr. WaLLace. Did you know what was in the package that Mr. Schlitz gave 
you on that oceasion? That was an envelope, about 2 inches thick? 

"Mr. Epprne. Well, Mr. Schlitz said—I went to the bank with him—I would 
assume 1 would have known it was money in the envelope. I don’t know. 
weir, WaLLace. You didn’t know how much, or anything like that? 

Mr. Epprne. No, sir. 

Mr. Rocers. Would you like to get on the record here this description of this 
procedure of going to see Hintz and so forth that you described earlier? 

Mr. Epprne. You mean my going out to the Southmoor Bank? 

Mr. WatLace. Yes. Tell us of a typical visit. 

Mr. Eppine. Mr. Hodge had several loans out at the Southmoor Bank, of 
which some of them, I suppose all of them, had securities pledged as collateral. 
Upon occasion, Mr, Hodge would ask me to go out to the bank to see Mr. Hintz, 
either take securities out to secure additional loans, or to go out and pick up 
securities, 

Mr. Doses. Off the record a mintue. 

(Discussion off the record.) 

Mr. WaLLAcE, Go ahead. 

Did you ever see any of the securities which he pledged as collateral? 

Mr. Epprne. Yes. 

Mr. WALLACE. Can you tell us what some of them were? 

Mr. Epprne. I would have to delve into my memory. Olin Oil & Gas. 

Mr. Rocers. Did you negotiate any of these loans for Mr. Hodge at the bank? 

Mr. Epping. No. 

Mr. Rocers. Did you know what the loans were for? 

Mr. Eppr1ne. What he did with the money? 

Mr. Rocers. What the purpose of the loan was? 

Mr. Eppine. No. 

Mr. Rogers. Mortgage on his house? 

Mr. Epprna. No. 

Mr. WALLACE. You know what a stock collateral loan is, I guess? 

Mr. Epprne. Yes. 

Mr. WALLACE. You don’t know if that was the purpose? 

Mr. Epping. No. 

Mr. WALLAcE, Olin Oil & Gas, Do you recall any others? 

Mr. Epprne. Granite City Steel. 

Mr. WALLAcE. Granite City Steel. 

Mr. Epping. And Paramount Fire Insurance, I think he had. 

Mr. WALLAcE. Paramount Fire Insurance. 

Mr. Rogers. Did you consider this as a normal part of your duties, in hiring 
an accounting firm, work for the State avditor? 

Mr. Epping. I don’t believe I followed your question. 

Mr. Rocers. You were hired, as you told us, your firm was hired, accounting 
firm, and I wondered how you thought this fitted in with normal accounting 
functions, 

Mr. Epprne. Well, you would have to know Mr. Hodge, I believe, to know 
why a fellow would do a thing like that, why he would run errands. 

Mr. Rocers. I can see you running 1 or 2, but making apparently as many 
trips as you did, that is what is hard to understand. It is part of your duties, a 
regular thing? 

Mr. Epprne. I would say Mr. Hodge is a very good salesman. 

Mr. Wattace. Did Mr. Hodge—he was a very pleasant person, wasn’t he? 

Mr. Erprne. Very much so. 

Mr. Wa.iace. If he asked a topnotch accountant to do something for him, it 


a done in such a way you didn’t feel like it was degrading to run an errand 
or him? 


Mr. Epping. That is true. 

Mr. Dosss. Aside from that, his time was entirely usurped anyhow. Usually 
he was at the same time on some State mission in Chicago. He wasn’t ordinar- 
ily running around in a circle for Hodge. He would be in the State office, audi- 
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tor’s office in Chicago, or he would be enroute to and from Springfield and the 
Chicago office, and it didn’t happen every day, you understand. You are tajk. 
ing about a period of a couple of years, or 3 years, when these things woulg 
happen maybe once a month, or twice a month, or sometimes possibly more 
frequently than that, but it wasn’t a daily regular occurrence of any kind. 

Mr. Watrace. Before we went on the record, Mr. Dobbs, you said some. 
thing which I would sort of like to get on the record. I don’t think you would 
have any objections to it. 

It was that Mr. Hodge was an affluent man, and he carried a great dea) 
of money on his person. So therefore it would not necessarily be considered 
unusual that he would have-dealings involving a great deal of cash, and that 
was one of the reasons why Mr. Epping did not question the fact that an 
awful lot of cash was involved. Is that correct? 

Mr. Doress. Well, Hodge was a complicated individual, and he was in no 
sense of the word dumb in matters that pertained to the business of Mr. Hodye. 
Hie made a point of displaying affluence in Springfield and elsewhere. He car. 
ried on his person money beyond what a normal well-to-do person would carry, 
sometimes two or three thousand dollars. Always a roll of bills or a billfold 
containing, money clip containing, large bills. And on his own stated evaluation 
of himself, it was that he was worth a million. He later modified it by saying 
he wasn’t sure whether he owed a million or had a million. But he was involved 
in business transactions involving real estate. 

He had an insurance agency which brokered insurance business over the 
entire State of Illinois. 

He had a real-estate business that involved the ownership and development 
of industrial property in the Granite City area, and the Wood River and East 
Alton and Alton areas. 

He bought planes that cost at the factory over $70,000, and he mingled with 
people with money and made a point of spending money without regret. 

Perhaps in a superficial way he created an atmosphere of a man of very 
considerable and quite liquid resources. 

Mr. Wattace. I think that is pretty clear. 

Mr. Rocers. Is that the feeling that Mr. Epping had, or is that your own 
feeling? 

Mr. Dorrs. Let’s ask Mr. Epping about it. 

Mr. Epprne. That is anyone that ran into contact with Mr. Hodge. 

Mr. Watrace, All right. 

Mr. Rocers. Did you say that when you delivered these State warrants, they 
were always in sealed envelopes, that you did not know they were State 
warrants? 

Mr. Epprno. With the exception of twice. Those were the two warrants Mr. 
Dobbs discussed before. 

Mr. Rocers. I think we ought to get it on the record. 

Mr. Epprnc. There were two different occasions. Mr. Hodge gave me a war- 
rant payable to Fabricraft. He asked me to give it to Mr. Hintz with instructions 
he was to deposit a portion of this warrant to the account of Fabricraft. I don't 
know if that is the warrants that are under discussion or not. And the portion 
to be deposited, I don’t remember that, either. 

Mr. Roeers. On these oceasions when you visited Hintz, sometimes you would 
take back an envelope, sometimes you wouldn’t; is that correct? 

Mr. Epprna. That is correct. Mr. Hintz was also in the Chicago office a great 
deal. 

Mr. WactaAce. He was in the auditor's office? 

Mr. Epprne. A great deal. 

Mr. Rocers. Did Mr. Hodge ever discuss with you this business of cashing 
these State warrants? 

Mr. Epptna. No, sir. 

Mr. Wattace. Did he ever get in touch with you after the investigations 
began? 

Mr. Eprprnc. In what respect? 

Mr. Watwace. Telephone, or talk to you about the problems that might be 
coming up? 

Mr. Eprrine. Mr. Hodge? 

Mr. Wa.tace. Yes. 

Mr. Eprrne. Well, I was with Mr. Hodge during part of the month of June, 
part of July. 

Mr. Dosrs. Did you quit the 1st of June? 
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Mr. Epprne. I tendered my resignation the ist of June. 

Mr. Rocers. You had this contract with the State, your firm had this contract 
with the State from March 1953 up to the ist of June 1956? 

Mr. Epprne. 1956. 

Mr. Roeers. When was the last visit you recall making to Mr. Hintz? Was 
i is year? 

' —" Eppina. Oh, yes. I don’t recall the exact time. 

Mr. Rocers. What was your reason for terminating services with the State 
auditor? Any specific reason ? 

Mr. Epprne. Yes, several reasons, I suppose. One was this disclosure of the 
State warrants. I would say prior to that, though, that a lot of the things that 
I attempted to do in constant reorganization, what I thought was systematizing 
the office—you run into so much opposition from employees that have been hired. 
They go to work at 8:30 and quit at 4, and an hour for lunch, 15 minutes to a 
half hour for coffee breaks in the morning and afternoon. 

Mr. Rocers. You mean what we call payrollers? 

Mr. Epprne. No, they weren’t payrollers. They were people that were actually 
at the office, but no ambition to get a job done, and it became rather discouraging. 
I worked myself, 5 days a week, and a lot of times 6 days, always until 5:30 
or 6 o’clock in the evening, and at least once or twice a week evening, nights, 
when I stayed in Springfield. 

Mr. Rocers. Did you ever pay any visits to the Bimwood Park Bank on be- 
half of Mr. Hodge? 

Mr. Epprna. No, sir, although I did have some telephone calls to the Elmwood 
Bank at one time. That was in regard to a loan that he had negotiated for the 
Alton Wood River Co., in which he was to put up some of his securities, and—— 

Mr. WaLLAce. Who did you talk to there? 

Mr. Eprtne. I don’t recall. 

Mr. Wattace. Mr, Russell, the president of the bank? 

Mr. Epprne. Is that Russell Smith? 

Mr. Wattace. John Russell. 

Mr. Epping. It could have been. 

Mr. Roeers. P. Warren Smith? 

Mr. Waftace. P. Warren Smith was not connected with the bank; was he? 

Mr. Epprne. It could have been Mr. Russell. Anyhow, the loan was turned 
down. The company had already issued some checks. This Alton Wood River 
Co. had issued checks that were out in circulation on the strength that the loan 
was going to go through, and I was at, that time—Mr. Hodge renegotiated the 
loan at the Southmoor Bank. That was my only telephone conversation. 

Mr. Rocers. Did they call the checks back in or what? 

Mr. Epprne. Let’s see. How did that work out? I don’t recall now if the 
money went from the Southmoor Bank to the Elmwood Park Bank to cover the 
checks outstanding, or if it came from Alton to the Elmwood Bank. I don’t 
recall how it happened, but the checks were taken care of. 

Mr. WALLACE. Did this corporation have an account at the Elmwood Bank? 

Mr. Epprne. No, sir ; not to my knowledge. 

Mr. WatiLAce. The checks wouldn’t go back to Elmwood, would they, unless 
they had an account there? 

Mr. Epprne. The checks probably went back to the Elmwood Bank. Whatever 
total of the checks that were out, a deposit must have been made about—either 
by the Southmoor Bank or by the company in Alton. I don’t recall how that 
happened. 

Mr. Doses. You didn’t handle that part of it? 

Mr. Epprna. No. 

Mr. WatLace. In essence, the loan was turned down by the Elmwood Bank, and 
you made a telephone call to the Elmwood Bank, probably Mr. Russell, about it, 
but the final upshot of it was you got the loan from the Southmoor Bank to cover 
what you thought you were going to get from the Elmwood Bank? 

Mr. Epprne. Yes. 

Mr. Wattace. And then the money went from the Southmoor Bank to what 
bank was covering the checks for the corporation? That is what I am trying to 
getat. You had several checks out. Checks on what bank? 

Mr. Epprne. Well, I suppose they were on the Elmwood. I suppose what was 
Supposed to happen, this loan was supposed to be deposited to this company’s 
account, the Elmwood account was supposed to be opened up. You probably know 
more about it than I do. 
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Mr. Rocers. They probably anticipated the loan, wrote checks before they haa 
the loan. They didn’t get it. 


Mr. Watiace. The way the loan would have been gotten was to create a 
checking account? y 

Mr. Epprne. You know more about it than I do. 

Mr. Dorss. Having made the loan at the Southmoor, the money was sent to the 
Elmwood Bank to cover that amount of checks outstanding. 

Mr. WALLACE. I see. 

You don’t remember how much was involved? 

Mr. FEprrnc. No. 

Mr. Rocrers. What was the purpose of your call at the time? 
loan had been made, or what? 

Mr. Epprne. I knew Mr. Steinrauf in East Alton. I suppose he called for 
Mr. Hodge, and he wasn’t there or something, and he called me. 

Mr. WaLtAcre. Who is Steinrauf? 

Mr. Epprne. He is an officer in the Alton Wood River Co. that we were talking 
about. 

Mr. Rocers. What was the purpose of your call to the bank? Was it to sea— 

Mr. Epprna. I don’t know if I called the bank or the bank called me on behalf 
of Mr. Hodge. 

Mr. Rosers. In other words, what was the essence of the conversation, saying 
that the loan was turned down? 

Mr. Epprne. That was it. 

Mr. Rocers. That the loan was turned down? 

Mr. Eprrna. Yes. 

Mr. WALLACE. You were checking on the status of the loan, and found it had 
been turned down? 

Mr. Epprnea. Hither I called them, or they called me. I don’t know. A lot of 
times calls would come into the Springfield office or the Chicago office, a private 
secretary would answer. If Mr. Hodge wasn’t there, she would ask me or 
whoever happened to be there, “Do you know anything about this matter? 
Could you talk to this fellow on this matter?” 

Mr. Watiace. Did you know Mr. John Russell, president of the bank? 

Mr. Epprna. I think I met Mr. Russell once. “ 

Mr. Watiace. Did you know Mr. John Sullivan, the first president of the bank? 

Mr. EPrrprne. No. 

Mr. Rosers. Did you ever obtain any loans from either the Southmoor or the 
Elmwood Bank for yourself? 

Mr. Epprnea. No, sir. 

Mr. Watiace. Did you ever obtain any loans at the Elmwood Bank for anyone? 

Mr. Eprrna. No, sir. 

Mr. Wattace. But you did obtain loans at the Southmoor for Hodge? 

Mr. Epprna. Yes. 

Mr. Watracr. Generally 

Mr. Dosgs. When you say “obtained,” what did you mean by obtained? 

Mr. Watxiace. Negotiate or make the contacts. 

Mr. Epprrne. I wouldn’t, not for Mr. Hodze, not negotiate, no, sir. I would 
either deliver the securities or pick the securities up. 

Mr. Wattace. What did you do with respect to the Alton Wood River loan? 

Mr. Epprne. That one I delivered the securities, 

Mr. WaLtace. Who negotiated the loan ; do you know? 

Mr. Eprrne. I think I might have called Mr. Hintz on it. 

Mr. Watuace. Called him and told him this problem had come up, could they 
make a loan and cover it, and you would give him some securities? 

Mr. Epprne. I think that might have been. 

Mr. WaLLAcE. That is what I would mean by getting a loan. 

What was the Debra Corp.? You don’t know? 

Mr. Epprne. No. 

Mr. WaLLAce. When did you first meet Mr. C. Oran Mensik? 

Mr. Eprrna. Oh, it is hard to say, a year and one-half or 2 years ago, probably. 

Mr. Waxtace. Did you ever ask Mr. Mensik to sell some mortgages for Mr. 
Hodges? I guess it is the Wood River Building Corp. 

Mr. Eprpine. Yes. 

Mr. WaALtLaAce. Ten, weren't there, 10 mortgages? 

Mr. Epprne. I don’t recall. It doesn’t seem like there were 10. It could have 
been. 

Mr. Watiace. Did he merely act as agent in that, or did he purchase them 
himself, or do you know? 


To see if the 
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Mr. Eprrne. I don’t know. I know I delivered a bunch of papers to Mr. 


vensik. That was on some homes they built down there, FHA, wasn’t it? 


Mr, WaLLace. Some of them were, 1 think. 
Were you ever at the Esquire Apartments in Fort Lauderdale? 

Mr. EPPING. Yes. 

\fr. WaLLAcE. Do you remember the times you were there, how long you were 


there ? : 
Mr Epprinc. I spent two vacations there. 


Mr. WaLLace. Did you ever see Mr. Mensik in Florida? 

Mr. Eprrnc. No, sir. 

Mr. WALLACE. Do you know a Mr. Erickson? 

Mr. Eprprne. Erickson? Jimmy? 

Mr, WALLACE. Yes. 

Mr. Eppine. Yes, sir. 

Mr. WALLACE. Who is he? 

Mr. Eprine. Well, he works at the Esquire. 

Mr. WaLLace. He works at the Esquire? 

Mr. Eprina. Yes. 

Mr. WaALLAcE. Did he ever reside in St. Clair County? 

Mr. Eprrne. It could be. I don’t know. 

Mr. Rocers. You never, or did you have an official title in the State auditor's 
office? 

Mr. Eppina. No, sir. 

Mr. Rocers. You weren’t, as an individual, you weren’t on the payroll? 

Mr. Epping. No, sir. 

Mr. WaLLace. So when you terminated with the State auditor, you terminated 
the services of your company, rather than your own services? 

Mr. Epprne. Yes, sir. 

Mr. WALLacE, Your company was paid a thousand dollars a month for your 
services ? 

Mr. Epping. That is correct, 

Mr. WALLACE. Plus expenses? 

Mr. Epprne. That is correct. 

Mr. WALLACE. Were you aware of consolidating the deposits of this State trust 
fund in the Springfield Marine Bank? 

Mr. Epprne. Would you repeat that? 

Mr. WALLACE. Were you aware of the consolidation of the deposits of the 
Illinois State trust funds in the Springfield Marine Bank? 

Mr. Bepine. Yes, at the time it was deposited there, yes. 

Mr. WALLACE. Were the deposits in that fund fairly widely scattered before? 

Mr. Epprne. They were scattered to this extent, that it seems to me they were 
being held at the Northern Trust Bank, but there was an individual account for 
each closed bank account, which perhaps was, I don’t know, three or four hun- 
dred statements a month that would be rendered by the Northern Trust. 

Mr. WatLAce. That fund was audited right after Hodge came in, wasn’t it, or 
do you know? 

Mr. Epping. That is the fund that was audited by Mersinger & Co., the office 
here in Chicago. 

Mr. WatLace. That is right. Do you recall how much was in the fund at that 
time / 

Mr. Errrne. No. 

Mr. WaLLAce. Was it in excess of $800,000? 

Mr. Epprne. I don’t really recall. I would have to see the audit report. 

Mr. WALLAcE, Now, in your dealings on behalf of Hodge, for Hodge, you 
handled quite a few securities, either to put them up as collateral for loans or 
a Do you recall liquidating any of these securities in June or—May or 
June of 1956? 

Mr. Epping. A few; yes, sir. 

Mr. WatLace. Did you have anything to do with the sale of Hodge’s Elmwood 
Bank stock to Mr. Wirtz? 

Mr. Epping. No, sir. 

_ Mr. Watace. Do you recall how much money was involved in this liquidation 
in May and June of Hodge's securities? 

_Mr. Erprne. It would be only a round figure guess. It seems like it was 
$70,000 or $80,000. 

Mr. WaLLace. Do you remember what securities were liquidated? 
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Mr. Eprrne. One I would know of in particular that Mr. Hodge had put in my 
name. ' 


Mr. WALLACE. As a nominee? 

Mr. Eppine. Yes, some stock in the Liberty Loan Corp. 

Mr. WALLACE. Where was the Liberty Loan Corp. located? 

Mr. Eprtne. St. Louis, I believe. 

Mr. WALLAcE. St. Louis? 

Mr. Epprne. Yes. 

Mr. Rocers. Is that a finance company? 

Mr. Epprinea. Yes. 

Mr. WALLACE. How much stock was that? 

Mr. Epprnc. Well, a year or two ago he had bought approximately—how many 
shares was it—if I remember correctly, I don’t recall, it seems like seven or 
eight hundred shares. 

Mr. WALLACE. About how much money was that? 

Mr. Eprrnc. I don’t know how much money was involved. Then in April or 
May of this year he bought, it seems to me like, 12,000 or 13,000 shares of it in my 
name. It was liquidated. f 

Mr. WaLLAce. Was that where most of the $70,000 came from? 

Mr. Epping. That was the biggest part of it. 


Mr. Rocers. Did he give you any reason for his wanting you to be his 
nominee? 


Mr. Eppina. No, sir. 

Mr. Rocrers. Were you nominee on other shares, other stock? 

Mr. Epprne. No, sir. 

Mr. Wattace. Do you know if he owned any other finance company stock 
besides the Liberty Loan stock? 

Mr. Epprnc. I understand he owned some in Champaign. 

Mr. Wattace. Did he own that himself, or did he have it in somebody else's 
name, or do you know? 


Mr. Epprne. I believe he had some of it. I don’t know if he haditall. Hehad 
some of it in Mr. Hintz’ name. 


Mr. WALLAcE. Did he ever own any finance company stock in Chicago? 
Mr. Epprne. Not to my knowledge. 


Mr. Wattace. Did you ever have anything at all to do with currency exchanges’ 

Mr. Epprne. No. 

Mr. WALLAce. In your work? 

Mr. Eprprne. No, sir. 

Mr. WALLACE. As I understand it, your work is primarily this reorganization, 
and efficiency, and bookkeeping, accounting practices and procedure, and doing 


things for Mr. Hodge while you were in Chicago, or while you were in Spring- 
field ; is that right? 


Mr. Epprng. That is right. 

Mr. Wattace. So that you would have very little to do with other phases of 
the auditor's operation? 

Mr. Epprna. I have never to my knowledge sat in on a discussion about either 
the currency exchanges, building and loans, banking, credit unions, in regard to 
a charter approval, a charter disapproval, or a move, or anything with regard 
to that. 

My job in regard to those phases was to set up an examiner’s pool, of which 
one was set in Springfield and one set up in Chicago, where the examiners would 
operate as you would in an accounting firm so that a bank examiner would not 
call himself a bank examiner and only examine banks. He would become 
acquainted with the examination of all these financial institutions, and we tried 
to dovetail the forms of all these institutions into one form, for each one of 
them, where it could apply quite reasonably. It saved countless numbers of 
forms and storage of forms. 

We devised a system of collections from these institutions, timekeeping of the 
examiners: tried to set up a system early in 1956 of evaluation on examiners 
so that Mr. Sorensen, who is the chief examiner of Springfield and Chicago, 
would have some knowledge of what these examiners were doing, how they were 
progressing in their work. 

That is the sort of thing I did. 

Mr. Watiace. When did Mr. Hodge acquire the stock in this—— 


Mr. Doses. In order to get the last answer straight, let me ask Mr. Epping 4 
question. 
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Each of these licensed institutions, who were either certificated under the 
auditor or were under the auditor’s supervision, were subject to the supervision 
of a division of the auditor's office? 

Mr. Eprtne. Yes, sir. a 

Mr. Doses. Each one of those divisions had a head? 

Mr. Erprne. Correct. 

Mr. Doses. And the actual work that was done was done under the supervi- 
sion of the head of that division? 

Mr. Epprne. In regards to the chartering or moving of an institution. 

Mr. Doss. And also of the audits and so forth? 

Mr. Epprne. Correct, 

Mr. Dosss. But in order that your personnel could stretch, your credit unions 
had grown far beyond their original expectation? 

Mr. Eprine. That is right. 

Mr. Dosss. And actually became a burden so far as auditing from the stand- 
point of personnel was concerned? 

Mr. Epprna. That is right. 

Mr. Dosss. And the reorganization that occurred was one which involved a 
pooling of each of these divisions of their examining personnel so that there 
would: be adequate supervision and enough personnel to do the work of all the 
ivisions? 
oer. Epprne. The auditor’s office is charged to examine every financial institu- 
tion at least once each year. 

Mr. Dosss. And the evaluation of these services had to do with the allocating 
expenses of the auditor’s division, of the auditor’s office, in examining divisions, 
that applied to all of these institutions so that they could build the respective 
audits for services. 

These institutions paid the cost of supervision ; is that right? 

Mr. Epping. They don’t actually pay the total cost. It is a nominal 

Mr. Dosss. They pay an arbitrary charge made against them for the audits, 
and the matter of your job was not to supervise or control the actual auditing, 


but to work out a better method of spreading the personnel out and of simplifying 
the procedure in the central office? 


Mr. Epptne. That is correct. 

Mr. WALLAcre. I think we understand that. 

Mr. Rogers. Mr. Dobbs, may lask youa question? Off the record. 

(Diseussion off the record.) 

Mr. WaLLace. When was it that Mr. Hodge purchased this, secured the stock 
in this Liberty Loan Corp. put in your name? 

Mr. Epprne. Well, the first, whatever it was, 700 or 800 shares, was a year 
ago or so. The balance of it was in the spring of 1956. 

Mr. WALLACE. But that was the same stock that he liquidated later on? 

Mr. Epprine. In May or June, whatever the time was. 

Mr. WALLACE. You were made nominee for that stock. Was that as far as 
it went, or did you know what the company is, where it is located, and something 
about the company itself? 


Mr. Epprnc. The only think I know about it, I think it is in St. Louis. 

Mr. WALLACE. You think it is in St. Louis? 

Mr. Epping. Yes. 

Mr. WALLACE. Any branches in East St. Louis? 

Mr. Epping. I don’t know. 

Mr. WALLACE. Were you connected with this Fabricraft Co.? 

Mr. Epprne. No, sir. 

Mr. Rocers. You might give for the record the companies in which you do 
have an interest, partnerships, corporations, et cetera. 

Mr. Eppine. 8. M. Mersinger & Co., CPA firm; Illini Investment Co.; Pro- 
fessional Men’s Association. That is it. 

Mr. Watiace. This is a very pertinent point. Were you associated with Mr. 
Lydon in one or more concerns which did business with the State? 

Mr. Epping. I was associated with no business of his that did business 
with the State. 

Mr. Watiace. Well, were you associated with Mr. Lydon in any affair? 
Were you a nominee for—— 

Mr. Doggs. Let me straighten that out. 

Mr. WatLace. Fine. 

Mr. Dorrs. The Illini Investment Associates, Inc., or company, was incorpo- 
rated in December 1955. I looked it up last week, and that was the first time I 
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knew anything about it. And Mr. Epping, Mr. Lydon, Mr. Lloyd Lane, and Mr 
Krinicik, all of whom had known each other for some space of a couple of years. 
put in some money in this company. 2 ees 

It had a total capitalization of $25,000. And they bought a small rundown 
apartment building in the marginal business district of Springfield and made 
apn investment in addition in a business that was being promoted for the pur- 
pose of financing the accounts of patients of dentists and doctors primarily. 

The idea was that doctors would do work for a sum, by agreement with the 
patient, and the patient would be enabled to pay the doctor who would dis- 
count his bill to the PMA, or Professional Men’s Association. Now, that was a 
corporation, and the stock was partly owned by the Illini Investment Co., and in 
part by others. Now, I think that is the story. 

Mr. Eppine. That is it. 

Mr. Dosss. Mr. Epping invested $10,000, of which five represented an inyest- 
ment of Mr. Hodge’s. 

Mr. Rocers. In what? 

Mr. Doses. In the PMA. Hodge invested $5,000 in the PMA. 

Mr. Rocers. This is in addition to the Illini Associates interest? 

Mr. Dus_s. The Illini bought this stock. 

Mr. WALLAcE. Who is the Illini Association? 

Mr. Dorss. The Illini was a company organized by these men originally to buy 
this apartment building. 

Mr. WaLLace. Hodge, Epping, and others? 

Mr. Doses. Hodge was included in and invested $5,000. 

Mr. Kocers. Wait a minute. We are getting confused on the record. Was 
Hodge an investor in the Illini Associates? 

Mr. Dosrs. Yes. But his subscription, and the stock ownership, was in the 
name of Epping. But Epping has a certificate representing a $5,000 investment 
for the company which actually belongs to Orville Hodge. 

Mr. Wawace. This is in the Illini? 

Mr. Dossgs. Illini. Illini owns 60 percent of the stock in PMA. Forty percent 
is owned by other people. 

Mr. WALLAcE. In other words, would you say that the only way Mr. Hodge and 
Mr. Epping own a part of the Professional Men’s Association is through their 
$5,000 apiece ownership of the Illini Association? 

Mr. Dorgss. Thatis right. It is an investment by Illini Investment Associates. 

Mr. Wattace. Your total investment is $5,000 apiece? 

Mr. Dozsss. That is right. 

Mr. Eprinea. Yes. 

Fr. W ALLAcE. This was done in December 1955? 

Mr. Dorss. December 1955. 

Mr. Waxiace. Did you use the securities as collateral to borrow money, to 
pay for the stock? 

Mr. Epprne. No, sir. 

Mr. WaLLace. Did you both pay cash? 

Mr. Dozsss. Well, I don’t think Mr. Epping handled it. The building they 
bought was mortgaged to the extent of $29,000, on which there are monthly pay- 
men:s made to reduce the balance. I do not believe there was any stock deposited 
as collateral. They bought that building subject to a mortgage, and a deed was 
deposited with the First National Bank of Springfield as collaterai. 

Mr. Watiace. So you have stock in a corporation which was clear, it is not 
used for collateral? 

Mr. Epping. No. 

Mr. WAxtAcre. Do you know where Hodge got the $5,000? Did he borrow it 
from the Southmoor, Mr. Hintz, or do you know? 

Mr. Eppine. No; the money was put in from time to time, starting in January 
or December. 

Mr. Wattace. You mean maybe $500 or a thousand, until a total of $5,000 
was paid? 

Mr. Epping. Yes. 

Mr. WaLLace. This was the way you put money into it, too? 

Mr. Eprine. Yes. 

Mr. Watrace. And your share came out of your regular income or savings? 

Mr. Epprnec. From my company ; yes. 

Mr. WaLLAce. From your company’s income. 

Mr. Dosss. His share. He participated in the partnership, and it came ou! 
of the year-end portion of the profits of the firm. 
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Mr. WALLACE. May I ask you when you first considered forming such a com- 
re r. Epprne. I would imagine September, October, November. . 

Mr. WALLACE. Did you discuss it with Hodge, about the potential of such a 
company ? " 

Mr. Epprinc. Yes, sir. 

Mr. WALLACE, Would it be the strength of such a company, being successful, 
it would be the ability to collect from these people? 

Mr. Eprine. Yes. 

Mr. WALLACE. So that the operation would be fairly similar to a finance com- 
pany in that they have the problems of collection and you have problems of 
collection? 

Mr. Eperne. Similar. 

Mr. Dongs. It would be more like the commercial loaning houses, like there 
are a bunch of them over in the Harris Trust Building, for example. 

Mr. WALLACE. May I ask—— 

Mr. Dosss. Buy paper. 

Mr. WaLLace. The State auditor has State jurisdiction, regulatory jurisdiction 
over currency exchanges, banks, buildings and loan, and also finance companies. 

Mr. Eppine. No, sir. 

Mr. WALLACE. Who has control over finance companies? 

Mr. Dosss. The insurance department. 

Mr. Epprne. Insurance department. 

Mr. WaLLacs. And the insurance department is under the director of finance? 

Mr. Eppine. Yes. No—— 

Mr. Dorss. The insurance department is a codepartment of the State of Illinois. 

Mr. WALLACE. I see. 

Mr. Doses. Headed by the director of insurance, and the Small Loans Act 
makes the department of insurance by its director the supervisor of the small- 
loans business. 

The small-loans business is a business which is permitted to loan money at 
otherwise usurious rates. If it is done in any other way, it would be usury. 
Down under the Small Loans Act——— 

Mr. WaLLAcE. Let me make one thing clear. Does the State auditor have 
anything to do with finance companies? 

Mr. Dongs. Not with the small loan companies, and not with finance com- 
panies such as we are talking about. 

Mr. WALLACE. Not directly. In other words—— 

Mr. Dogss. Nothing at all to do with it. 

Mr. WaLLaAce. I was thinking of this Friendly Finance. 

Mr. Dogsss. Friendly Finance Co, is a small loan company under the super- 
vision of the department of insurance. 

Mr. Watiace. But the auditor does not have direct supervision? 

Mr. Dosss. The auditor has nothing to do with it. 

Mr. WALLACE. Mrs. Hodge; where is Mrs. Hodge? Is she back there? 

Mr. Dosrs. I haven’t any idea. 

Mr. WALLAcE. You met her when at the Esquire Apartments? 

Mr. Epptne. Yes. 

Mr. Rogers. I think there is one question we have overlooked for the record. 


Did you receive any of the proceeds of the cash of these State warrants for 
your own use? 


Mr. Hering. No, sir. 

Mr. Rocrers. Do you know that Mr. Hintz did? 

Mr. Epping, I would have no knowledge of that. 

Mr. WALtLAcE. Mr. Epping, you grew up in Granite City, didn’t you? 

Mr. Epprne. Yes, sir. 

Mr. WatLace, It has been reported that Mr. Hodge had gotten himself in- 
(debted to groups in that general area, and that some of his problems arose 
out of his indebtedness to a group that may be characterized as those who run 
saloons or dice tables, something.of that type. 

Do you know of any such indebtedness? 

Mr. Epping. No, sir. 

Mr. WatLace. Did you know Mr. Berry, Tom Berry? 

Mr. Epprna. I met Mr. Berry 2 or 3 times. 

Mr. Wattace. Do you know of his relationship with Mr. Hodge? Were they 
very close or casual, or what? 

Mr. Eprrne. I don’t really know. 
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Mr. Wattace. You don’t know? 

Mr. Rocers. Did you meet Mr. Berry in Mr. Hodge’s office? 

Mr. Eppine. I don’t recall the meeting place, where I met him. 
with Mr. Hodge. 

Mr. WALLACE. It was with Mr. Hodge? 

Mr. Eppine. Yes, sir. 

Mr. WALLACE. Have you ever met Mr. Wortman, W-o-r-t-m-a-n? 

Mr. Epprnec. No, sir. 

Mr. WALLACE. You never met him? 

Mr. Eppinc. No, sir. 

Mr. WALLAcE. Have you ever met Mr. Arthur Wirtz? 

Mr. Epprnea. No, sir. 

Mr. WaALLace. Have you ever met Mr. James Norris, who is a partner of Mr. 
Wirtz? 

Mr. EppInc. No. 

Mr. WALLACE. Mr. Paul Fleming who is the nominee for Mr. Hodge in holding 
the Elmwood Bank stock? 

Mr. Eprtnc. Did he work for Roy Browning? 

Mr. WALLACE. Yes. 

Mr. EppiNna. I met him during the audit at the University of Illinois or prior 
to the audit at the University of Illinois. 

Mr. WALLACE. When was the audit at the University of IMinois? 

Mr. Epprne, Sir? 

Mr. WALLACE. When was that audit at the University of Illinois? 

Mr. Eppinc. It began in September or October 1953. 

Mr. WALLACE. And ended 

Mr. Eppine. The following year. 

Mr. Rocers. Was that a special operation, or was that part of your general 
contract with the State auditor’s office? 

Mr. Epping. No, that was an audit assigned to the S. M. Mersinger & Co. 

Mr. Rocers. Was it a part of your contract, or was it a special one? 

Mr. Dosss. You understand, these audit jobs that were performed of State 
firms and institutions were by assignment of the auditor, and each one was a sepa- 
rate deal. There was no general contract with Mersinger & Co. for the per- 
forming of all kinds of auditing services. 

Mr. Waxttace. What was the $1,000 a month for? 

Mr. Dorrs. That was fo~ his services to the auditor of the kind he described. 

Mr. WatiAce. Then in addition, sums were paid for specific jobs? 

Mr. Dorgs. In addition to that, and it has heen the practice, always, since I 
have been in Springfield, and it is true of reporting services and everything 
else, the department or office makes arrangements with certain professional peo- 
ple to perform the service. Andthey also go outside if they need additional sery- 
ice of that kind. 

In this case, Mersinger & Co. were assigned, I would say, for audits to be 
performed and other auditing firms. Would that be true? 

Mr. Eppine. That would be true. 

Mr. Dosss. A fair statement? 

Mr. Epprnc, There was—— 

Mr. Wattace. The audit for the University of Illinois did not come from 
Hodge’s office, it came from where? The University of Illinois? 

Mr. Epprne. No, sir. That was assiened by the auditor's office. 

Mr. WALLAcE,. That was assigned by the auditor’s office? 

Mr. Eppina. Yes, sir. 

Mr. Wartace. I see. How much income by years did your accounting firm 
receive, do you recall, from the State auditor? 

Mr. Epprnc. I would have to look at the records. 

Mr. Watwace. Are those records available? Have they been subpenaed, or 
wht is the status, do you know? 

Mr. Epprnc. My partner has them. 

Mr. Dogrs. I don’t know whether they have been subpenaed or not. I took 
Mersinger to the office of the State’s attorney with a list of all audits that had 
been made, what had been paid on them, and he had subpenaed the records, and 
I told him it would involve the storage of those records in his office under some 
safeguard. 

Since they were not supposed to be prowled in by all of the newspaper fra- 
ternity that was then in Springfield. He said he didn’t have any facilities to do 
that, so I said, “All right, I will take this list back, and we will bring from 
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the East St. Louis offiee, back to Springfield, any audit reports that are not there, 
and the worksheets in support of the bills, and you may examine them in the 
office of Mersinger & Co. at Springfield at any time you wish providing it is at a 
convenient time for us.” 

I have not heard anything from the State’s attorney since that time. I don’t 
believe there is any question in respect to the services being performed, as to the 
basis on Which the charges were made. On the whole, the bills averaged less per 
audit than they had under the predecessor of Mr. Hodge, Mr. Cooper. They were 
supported in the regular way by timesheets of the accountants that were as- 
signed to do the work. 

Mersinger & Co. employed as many as 14 auditors at one time besides the 
members of the firm, and the Springfield manager, and 3 or 4 other clerical per- 
sonnel to do this auditing work. 

| don’t believe there is any question about the work being done. As a matter 
of fact, the present auditor is continuing, has continued their employment to 
complete the audits they were working on when he took over. 

Mr. WaLLAcE. In fact, a good many people had to be paid, and there were 
a good many expenses, that is the point you are making, and it was less than it 
was under Hodge’s predecessor? 

\ir. Dorss. Coutrakon asked me to find out about that. The pay ran from $400 

o $800 a month, per man, and the clerical help ran from, I think, $225 to $350. 

Mr. WattAce. Is Mersinger a partnership? 

Mr. EppiNc. Yes, sir. 

Mr. WALLACE. What was the income of the partnership for 1953, 1954, 1955? 
Is that available? 

Mr. Eprine. I would again have to look at the partnership returns. 

Mr. Rogers. Who are the partners? 

Mr. Epprne. Mr. Fred Mersinger and myself. 

Mr. Doses. After taxes, Mr. Epping, you might say, his takehome compen- 
sation, including what was collected by Mersinger & Co. on the basis of a thou- 
sand dollars a month, was between $13,000 and $18,000. 

Mr. WALLACE. A year? 

Mr. Doses. In the year 1955. 

Mr. WALLAcE. Between $13,000 and $18,000? 

Mr. Dosss. That is right. 

Mr. WALLAcE. Do you remember what it was the year before? 

Mr. Dosss. I think less. 

Mr. Epping. A little less, if I remember correctly. It wasn’t appreciably more 
thatn it would have been had he not been working in Springfield. Actually, there 
was nothing that, when you got all through with it and boiled it down, it sounded 
big and it was not—those are the figures that have been given me by the 
Springfield office manager. I got them from the State’s attorney. I discussed 
them with the State’s attorney, let them keep them there. They are still in 
the Springfield office as far as I know. 

Mr. Dosss. Mr. Epping, so that your records will be complete, was notified 
by Mr. Mersinger when this trouble started. Under the circumstances he thought 
that the partnership should be terminated. It was terminated as of the 20th 
day of July 1956. 

Mr. WsLL cr. Mr. Epping, have you ever met Mr. Ireland, who became presi- 
dent of the Southmoor Bank? 

Mr. Epping, No, sir. 

Mr. WaLLace. Had you ever had any dealings with Mr. John Russell other 
aa oe ee call that you might have had with him at the Bimwood 
ark Bank? 

Mr. Epprne. Not to my knowledge. But wait a minute. Proféssional Men’s 
Association has their account thete, 

Mr. WALLACE. Well, the Professional Men’s Association has their account at 
the Elmwood Bank. 

Mr. Epprne. At that time the Elmwood Park Bank. 

Mr. WaLLace. The Professional Men’s Association—who holds the mortgage 
on that property? 

Mr. Dongs. They have no mortgage. 

Mr. Epping. They have no mortgage. 

Mr. Rogers. No property. 

Mr. WALLAcer. Isn’t this the one that bought the-—— 

Mr. Dosss. That was the Illini Investments Association Oo. 

Mr. WaLLAce. Who owns the mortgage on that? 
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Mr. Dogss. First National Bank of Springfield. It is not a mortgage. It is 
a loan. They actually are selling the property either as executor or trustee {. 
this company. There is a contract for a deed entered into on which there was 
$10,000 paid, and when they have paid down the balance sufficiently to finance 
on a different basis, theif they will probably convert it to a mortgage. 

Mr. Wa.tace. The Professional Men’s Association is an offshoot of the Mini 
and your stock was in the Illini? 

Mr. Er pina. Yes, sir. 

Mr. Doses. Illini owns 60 percent of the stock or of the interest, that is, 60 
percent interest in PMA. 

Mr. WALLAce. And how much of an interest did you and Mr. Hodge have in the 
Illini; wnat percentage of the control? 

Mr. Epping. One-fifth. 

Mr. Wat.ace. One-fifth together, or one-fifth apiece? 

Mr. Epping. One-fifth apiece. 

Mr. WaLLAce. In other words, $50,000? 

Mr. Dongs. Twenty-five. 

Mr. Epprne. $25,000 

Mr. WALLACE. Twenty-five. Yes; I see. Who were the subscribers in that? 

Mr. Eppine. Lloyd Lane, John Krinicik, and William Lyndon. 

Mr. WaActace. And they were in for $5,000 apiece? 

Mr. Epprna. Yes. 

Mr. WatiAce. And the Illini Association did not have an account at the Elm 
wood Park Bank? 

Mr. Epprne. No, sir. 

Mr. Wattace. But the Professional Men's Association did have an aceount? 

Mr. Epprnea. Yes, sir. 

Mr. WaAttAcr. Were there ever any loans from the Elmwood Park Bank to 
the Professional Men’s Association? 

Mr. Epprne. No, sir. 

Mr. WALLACE. Only a checking account? 

Mr. Eprrne. Checking. 

Mr. Watiacke. When the Professional Men’s Association made collections, 
they would go into the account at the Elmwood Park Bank and when you made 
disbursements it could be out of the Elmwood Bank? 

Mr. Epprne. That is right. 

Mr. Watiace. Is that the limit of your dealings with the Elmwood Park 
Bank? 

Mr. Errrna. Yes, sir. 

Mr. Dorss. Insofar as you know. 

Mr. Epprna. Insofar as I know. 

Mr. Doses. It is actually being run out of the Chicago office. I don't think 
Mr. Epping has had very much to do with it. 

Mr. Wauuace. Did the Mersinger partnership have any dealings with Elmwood 
Park Bank? 

Mr. Eprrnea. No, sir. 

Mr. WA.LAce. Did the Friendly Finance Co.? 

Mr. Epprna. Not to my knowledge, 

Mr. Wattace. Or the Liberty Loan? 

Mr. Epprne. Not to my knowledge. 

Mr. Wauuace. Did any of these companies have any loan in the Southmoor 
Bank: The Liberty Loan Co.? 

Mr. Eprrne. No. 

Mr. Wattace. Friendly Finance? 

Mr. Epping. No. 

Mr. Wat.ace. Professional Men’s Association? 

Mr. Eppre. No. 

Mr. Wauxace. The Illini Association? 

Mr. Epprne. No, sir. Not loans. 

Mr. Watace. Did they have any accounts at the Southmoor? 

Mr. Eppinoe. F. M. Mersinger Co. had an account at the Southmoor about a 
year and a half; it was a dormant account. 

Mr. Wattace. A dormant account? 

Mr. Epprne. Yes, sir. 

Mr. Watiace. What was the purpose of it? 

Mr, Epprno. We originally had an office in Chicago, which was Mr. Homer 
Tripp I spoke of before, was the resident partner, and business wasn’t too good, 
and the office was closed. 
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The bank account had been at the Northern Trust. I think there was ap- 
proximately $2,000 left after the partnership. Mr. Tripp resigned, and I trans- 
ferred the balance to the Southmoor Bank, which was closed out early in 1956. 

Mr. Watiace. You transferred it to the Southmoor Bank because you had 
seen the bank, and you knew about it? 

Mr. Epprne. Thatisright. I knew no one at the Northern Trust. 

Mr. WaLiace. Who is Lloyd Lane? 

Mr. Epprna. Lloyd Lane is an employee of the auditor’s office. 

Mr. WaLLAcE. Is he from Chicago. 

Mr. Epprna. Springfield . 

Mr. WALLACE. Mr. Lydon wasn’t an employee of the auditor’s office, was he? 

Mr. Epprna. No, sir. 

Mr. Watiace. Is he a city policeman in Chicago? 

Mr. Eppine. I have read in the newspapers that he was; yes, sir. 

Mr. Wattace. Did you know him at the time you went into this Illinoi As- 
sociation? 

Mr. Epprne. I had known Mr, Lydon through Mr. Hodge for aproximately 2% 
years. 

” Mr. WALLACE. In other words, this is a group of people who associationwise 
were, Hodge knew you and you knew Hodge, and Lydon knew Hodge, and Hodge 
knew himself ; is that right? 

Mr. Epprne. That would be how the friendship originated or started ; yes, sir. 

Mr. Wat.tace. Did you ever know Mr. Lloyd Drexler? 

Mr. Epprne. No, sir. 

Mr. Wattacr. Did you ever attend any social functions given by Mr. Hodge at 
the Drake Hotel? 

Mr. Epping. Well, if you would call the National Association of Bank Super- 
visors’ convention last year, I attended that and worked at it ; yes, sir. 

Mr. Wattace. You had worked at it? 

Mr. Eprtna. Yes, sir. 

Mr. Watiace. Did you ever meet a woman by the name of Boneta Lilly? 

Mr. Eppinc. Yes; I have met her. 

Mr. WatLace. Who was she? Was she a friend of Hodge’s? 

Mr. Epprne. Yes, sir. 

Mr. WaLLAce. Do you know Mr. Weinberg, who was an associate of Governor 
Green, former Governor Green? 

Mr. Eppine. No, sir. 

Mr. WatLace. Do you know former Governor Green? 

Mr. Eprina. I have been introduced to him. That would be the extent of it. 

Mr. WatLace. Did you ever have any dealings with him? 

Mr. Epping. No, sir. 

Mr. Watiace. Did you ever have any dealings with P. Warren Smith? 

Mr. Epping. No, sir. 

Mr. Watrtace. Do you know who he is? 

Mr. Epping. I know P, Warren Smith. 

Mr. Wattace, I don’t like to make too many extraneous remarks. But I will 
go off the record for a moment. 

(Discussion off the record.) 

Mr. WatLace. Did you ever have any dealings with the members of the State 
legislature? 

Mr. Eperye. Well, now will you explain what you mean by dealings? 

Mr. WALLAcr. Any business dealings for Mr. Hodge. 

Mr. Eppine. No. 

Mr. WaAniace. Or for yourself? 

Mr. Epping. No, sir. 

Mr. Wa.Lace. In other words, you might meet some of them. 

Mr. Epping. Oh, I have met quite a few of them. 

Mr. WatLace. Did you ever meet Mr. Eugene Gover of the FDIC office? 

Mr. Eppine. I have heard the name, but I have never met him. 

Mr. Watiace. You probably met him, as a matter of fact, at this State baak 
supervisors’ thing. Of course, it was a pretty big affair, but he was there. 

Mr. Epprne. That could be, yes. When I say I have never met him, I might 
have shook hands with him, or something like that, but I don’t-—— 

Mr. WaLLace, You don’t know him very well? 

Mr. Epprne. No. 

Mr. Watiace, At the time that you were liquidating the securities earlier 
this year, around May or whenever it was, did you realize what they were for, 
why he was liquidating them? 
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Mr. Eppine. Yes, sir. 

Mr. WaxLAce. Did you know at that time that he was in trouble? 

Mr. Bprine. Yes, sir. 

Mr. Wauuacs. When did you first learn Hodge was in trouble? 

Mr. Epprne. I suppose it would be May or June. 

Mr. Wa.tace. Is that when the newspapers started making inquiry into the 
affairs of the office? 

Mr. Eprine. Yes, sir. 

Mr. WALLAcE. Did Hodge ever express any concern to you before this broke out 
in public about what might be occurring? What I am getting at, is this: You 
said you knew the purpose of liquidating the securities. Was not the purpose of 
this liquidation to replenish the depleted State trust fund reserve? 

Mr. Eppine. That is true. 

Mr. Wa.Lace. Did you know before that they had been depleting that fund? 

Mr. Eppine. In March or April of 1956, Mr. Gil Hall, who was a former em- 
ployee of Mr. Hodge in his insurance business, and who for the past year or two 
had been an assistant bookkeeper of Mr. Bill Mehl in the auditor's office, was 
asked to make a—well, you could call it an audit of these closed banks, starting 
from this audit report that you spoke of before as the basis of starting, and try 
to reconcile the balances to the then existing bank statements. 

I think he completed that, it could have been in April. 

Mr. WALLAcEe. When did he start it? 

Mr. Epping. March. March or April. It probably took him 2 or 3 weeks 
to do it. It was quite a job. And at that time after he had worked it up, | 
then became aware of these shortages. 

Mr. Rogers. Did Hodge ask him to make this audit? 

Mr. Eppine. I had asked him to on behalf of Mr. Hodge. 

Mr. WaALLAcE. Hodge wanted to know where he stood? 

Mr. Epprne. Mr. Hodge, you realize in the last session there was a bill passed 
enabling the State auditor to put these closed funds into the general revenue of 
the State, and I suppose it was in connection with that that he wanted a recon- 
ciliation made. 

Mr. Wa tace. I see. You didn’t suspect that anything was wrong at the 
time. You thought they had gone into some other legitimate channel. 

Mr. Epping. I never checked the bank accounts. I just didn’t know, period. 

Mr. Wa.iace. But then when was it that he asked you to liquidate the 
securities ? 

Mr. Eprrne. Well, it was in—I would think——— 

Mr. WALLACE. It was after that? 

Mr. Epping. It was after that; yes, sir. 

Mr. Wa.LLace. Wonld that make it in May? 

Mr. Epping. It would have been in May or June. 

Mr. WALLAcE. Well, you resigned in June, but you went ahead and helped 
him in some respects. 

Mr. Eprine. I did. 

Mr. WALLAcE. You say that some of the securities you liquidated came to you 
about, you say, $70,000? 

Mr. Eprine. That is the best of my knowledge. 

Mr. WaAtiaAce. Well, what was the amount—does anybody remember the 
amount Mr. Hodge put back into that fund, that he raised to put back? 

Mr. Rogers. $528,000. 


Mr. WaALLAcE. $528,000. Do you have any idea where the other money came 
from? 


Mr. Eppine. Well, I know that there was a check for $300,000 came out of the 
Hodge agency. 

Mr. WaLLace. The Hodge agency? 

Mr. Eppine. Yes; or Hodge agency account. Yes. 

Mr. WatLace. Was it $301,000 and something? 

Mr. Eprine. I thought it was $300,000. It could have been. I don’t know. 

Mr. WALLACE. So there is $301,000 that came out of the Hodge agency, though? 

Mr. Eppine. Yes, sir. No. 3 account, I think they called it. 


Mr. WaA.LiLace. And the $70,000, and the difference between that and $528,000, 
have you any idea where that came from? 

Mr. Epprna.. No, sir. 

Mr. WatLace. What plane did you fly up generally on to Meigs Field? Was 
that Hodge's private plane? 

Mr. Epping. Yes, sir. 
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Mr. Wattace. Who piloted this plane? 

Mr. Eppinc. Well, as a rule, Kenny Fisher. 

Mr. WaLLacs. Can Hodge fly it himself? 

Mr. Epprne. He has a license. 

Mr. WALLACE. He has a license? 

Mr. Eppine. Yes. 

Mr. WALLACE, Let me get one thing clear, On the cashing of these warrants, 
and you recall two of them, but in general, you were taking things and exchanging 
for other things which you were running errands for. 

Mr. Epprnea. Yes, sir. 

Mr. WaLtace. Do you recall when you first saw Mr. Hintg on an errand for 
Mr. Hodge? 

Mr. Epprne. No; I don’t. No. I suppose it was in 1953 at some time. I don’t 
remember when. 

Mr. WatuLace. Well, this went on for quite a period of time, didn’t it, so it 
could have very well been in 1953? 

Mr. Epping. It eould have been. 

Mr, WALLAcE. When was the date that you first cashed a warrant where you 
would get the approval from Mr, Hintz and Mr. Schlitz cashed the warrant? 
Do you remember the first time that occurrence was? 

Mr. Eprrnea. I don’t believe I follow your question. 

Mr. WALLACE. Well, as I recall what you were saying awhile ago, you do 
remember cashing two warrants? 

Mr. Epprne. Yes, sir. 

Mr. WaLLace. At separate times, 

Mr. Eprrna. Yes, sir. 

Mr. WALLACE. Now, do you remember the first time this was? 

Mr. Eppinc. Now, so we are clear on that, I gave the warrants to Mr. Hintz 
for him to deposit a portion of those two warrants to the account of Fabri 
crait. 

Mr. WALLACE, Well, you didn’t take anything from the bank when you left? 

Mr. Eppinc. Not to my knowledge; no, sir. 

Mr. Rogers. Did anyone other than Mr. Hodge give you envelopes to deliver 
to Hintz? 

Mr. Epprng. I can't recall gpyone at the time. 

Mr. Rogers. Did you eyer see Mr, Lane preparing 

Mr. Eprine. Mr. who? 

Mr. Rogers. Lloyd Lane—is that his name, Lloyd—preparing these warrants 
for Mr. Hodge prior to your delivering them? 

Mr. Epprnc. No, sir. 

Mr. WatLace. Did you ever cash a warrant? 

Mr. Epping. No, sir. 

Mr. WALLAcE. It was a situation where you took a warrant and gave it to 
Hintz, and you didn’t know what happened from then on? 

Mr. Epping. No. 

Mr. WALLACE, But you never took any cash from the Seuthmoor Bank? 

Mr. Epprne. I might have taken cash from the Southmoor. 

Mr, WALLACE. One of the reasons I am asking you, it is very important from 
our standpoint, If you saw a warrant which had a typewritten endorsement 
which was made out to a company without an address on it, did a question arise 
in your mind as to whether this was a properly made out warrant, and whether 
it was preperly endorsed, or did—I don’t want to put words.in your mouth— 
did the question ever come up in your mind that this might not be proper? 

Mr. Eprtna, I don’t think that I ever said that I saw 

Mr. Dosss. He saw two. 

Mr. WALLACE. You saw two warrants. 

Mr. Epprne. Yes. 

Mr. WALLace. And you had taken cash from the Southmoor Bank on the one 
that was deposited, or at least Hintz was handling it, so I would assume the other 
warrant was the one you took the cash back from. 

Mr. Epping. Both of them. Both of them were deposited, as far as I know. 
A portion of them was deposited to Fabricraft on both checks. 

Mr. WALLAcE. On what basis did you take cash from the Southmoor Bank? 

Mr. Epping. There were two instances that I recall taking cash from the South- 
moor Bank. One time was in a bag, a money bag. 

Mr. WaLLace. A cloth money bag? 
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Mr. Eppine. A cloth money bag; yes, sir. I would naturally assume that it was 
cash, and on the other, that was the one time from the Southmoor. The two 
other occasions was when I was sent downtown to a Loop bank by Mr. Hintz. 

Mr. WaA.LLace. Did you ever learn how much cash was in the bag? 

Mr. Eppinc. No,sir. I didn’t consider it any of my business. 

Mr. Wa.LLace. Was the bag given to you in exchange for a warrant, or what? 
What did you give them for which you got the bag? 

Mr. Eppine. I don’t recall now if I gave them anything at the time I got the 
bag. 

Mr. WALLACE. Or maybe you just went by to pick up something for Mr. Hodge 
and Mr. Hintz gave you the bag? : 

Mr. Eprinc. That is quite likely ; yes. 

Mr. Rocers. When you had taken an envelope in to Mr. Hintz in his office, 
what would he do then, asa general rule? Would he open it? 

Mr. Eppine. Upon occasion he would call Mr. Schlitz in and give it to Mr. 
Schlitz. 

Mr. Rocers. Did he have a litle book there that he kept a record of, noting 
when you brought them in? 

Mr. Eppinc. I saw him with his record book ; yes, sir. 

Mr. Rogers. Did he open the envelopes in your presence? 

Mr. Epptnea. Not to my knowledge; no, sir. 

Mr. WALLAcE. Mr. Dobbs, do you know Mr. Dwight Green? 

Mr. Doses. Who? 

Mr. Waiace. Dwight Green. ; 

Mr. Dosss. Yes; I have known Dwight Green since my law-school days. He 
was a Senior in law school when I was a freshman. 

Mr. Rocers. Do you know the circumstances surrounding his group taking 
control of the Elmwood Bank? 


Mr. Dosss. All that I know about that I have read in the papers the last 6 
weeks. 


Mr. Rocers. Do you know if Mr. Green had any connections or dealings with 
Mr. Hodge, in general? 

Mr. Dorss. I would say that I probably know less about Dwight Green's per- 
sonal affairs than any of his old friends. I have had nothing to do with him for 
years. As Governor I handled some matters pertgining to aviation in which 
Governor Green was very cooperative as Governor. Since he has left Spring- 
field—I have seen him at one Christmas party in Springfield since he ceased to 
be Governor. 

Mr. WALLACE. We have talked to Mr. Green, as you know, a couple of times, 
and we wondered to what degree he had contact with Mr. Hodge. 

Mr. Dosss. I will tell you, Springfield is a small town. Our biggest industry 
in Springfield is the State capital business. There are innumerable people in 
Springfield interested in politics, if not in any other way strictly from the stand- 
point of employment or business done with the State. Every lawyer in Spring- 
field that has any substantial practice, practices before the legislature and the 
State departments. I have specialized in the legislative matters since I finished 
law school, and I would say as a matter of my personal knowledge that Orville 
Hodge was probably one of the most ubiquitous and hail-fellow, well-met politi- 
cians that I have observed there, and I suspect that he had many, many trans- 
actions with Green as a member of the legislature when Green was Governor. 

But other than that, I wouldn’t have any idea about it. I read in a paper that 
when somebody, some organization in Granite City selected Orville Hodge as 
their outstanding citizen, that Governor Green was asked to be the presiding 
chairman of the affair, but I wasn’t there, and I know nothing about that 
except what I read about it. 

But Governor Green is a very friendly person, and my relations with him 
were that he was always very friendly and a fine fellow, and I would suspect that 
anything that Green did, he did in good faith. That is my feeling about Gov- 
ernor Green. 

Did you ever see Governor Green around the auditor’s office (addressing Mr. 
Epping) ? 

Mr. Epprnc. On occasion. He was a good friend of Ike Volz. 


Mr. Dorss. Yes. Ike Volz, who is now dead, performed the same function for 
Green that he did for Hodge. 


Mr. Rocers. What was that? 
Mr. Dosrs. Well, Ike was a politician up in this area. I think he originally 
came from either Cook County or from Aurora or one of the neighboring 
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counties here, and when Green was inaugurated Ike Volz and William Chapman 
were his two office secretaries, and Volz handled his contacts with politicians 
and people in political office, and a lot of his patronage problems, and my under- 
standing is that Volz did the same thing for Orville Hodge. 
Green was very friendly with Ike Volz. 
Mr. WatiLace. Did you ever have any relation with Kenny Olds? 
Mr. Epprnc. I knew Kenny Olds. 
Mr. WatxLace. Do you think that his death had actually anything to do with 
Mr Hodge? ° 
Mr. Epprne. I don’t know. 
Mr. WaLLace. Did you ever, Mr. Epping, help Mr. Hodge on any of his affairs 
in Florida? 
Mr. Epprne. In where? 
Vattace. In Florida. 
Mr. Eprprne. My company did the auditing there, yes, sir, kept the records. 
r. WALLACE. You kept the records on the Esquire Apartments Hotel? 
Epping. Yes, sir. 
- WaLtace. When was it they made an addition to that hotel? 
- Epprne. It seems to me like it was early 1954. 
- WALLACE. Barly 1954? 
Mr. Epprne. And then in the fall of 1955, too. 
Mr. Watiace. Did you ever do any dealings for Mr. Hodge other than the 
auditing work which your company did on the Esquire Apartment Hotel? 
Mr. Epprne. No. 
Mr. WaALLAcE. Did you ever meet a man by the name of George McFadden? 
Mr. Epprne. George McFadden? 
Mr. WALLACE. Yes. 
Mr. Epprna. No, sir. 
Mr. WALLaAcE. Did you ever know of Mr. Hodge’s interest in additional property 
in Fort Lauderdale this year? 
Mr. Epprne. I knew he had bought a lot, or something, down there. He told 
me about it. 
Mr. WaLLace. When was this? 
Mr. Epprne. It was either in late 1955 or early 1956. I don’t recall. 
Mr. WaLLAcE. Does the name Sea Ranch Lake Developments, Lauderdale by 
the Sea, mean anything to you? 
Mr. Epprne. I know where Lauderdale by the Sea is. 
Mr. WALLACE. Would it have been land there that he was talking about nego- 
tiating for? 
Mr. Epprne. I don’t recall. 
Mr. WatLace. Did you ever know a man by the name of Charles McKirihan, 
an architect, who did the architectural work for Mr. Hodge? 
Mr. Epprne. No. 
Mr. WALLACE. What bank did Mr. Hodge use in Fort Lauderdale? 
Mr. Epping. Well, he had one, and then they transferred it to another account, 
because it was closer, but—is that Broward National Bank down there? 
Mr. WALLACE. Broward? 
Mr. Epprne. It would only be a guess. I really don’t recall. 
Mr. WaLLace. What was the other bank besides the Broward that he had 
any connection with? 
Mr. Epprxe. I would have to look. 
Mr. WaLLAcE. But it was located closer to the Esquire Apartments? 
Mr. Epping. Yes. 
Mr. Wattace. Did Mr. Hodge have partners in Chicago, businessmen on 
business dealings? 
Mr. Epprne. Had partners? 
_ Mr. Watiace., Did he have any people in Chicago that he was a partner’with 
in business dealings, like you were his partner? 
Mr. Epping. Not to my knowledge. 
Mr. Doses. Epping wasn’t a partner. 
Mr. WatLace, That is right ; he wasn’t. 
Mr. Donss. They were coinvestors in the Illini Investment Association. 
Mr. WatLace. You are a CPA. Could you ever call yourself a tax consultant? 
Did you ever do any of that type of thing for Mr. Hodge? 


Mr. Epprne. No. I prepared his 1954 and 1955 tax returns for him, from his 
books and records, 
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Mr. WALLAcE. Do you know any people especially who might have been with 
him in Fort Lauderdale who might be called tax consultants, or who he would 
introduce as tax consultants? 

Mr. Eprrne. To me? 

Mr. WatLace. To anyone, any associates he had who might be called tax 
consultants. 

Mr. Eprine. Not to my knowledge, but he had a wide association. 

Mr. Watiace. Mr. Dobbs, do you know anything about the relationship pe. 
tween Mr. Green and Mr. Hintz? 

Mr. Dores. Mr. Dwight Green and Mr. Hintz 

Mr. Watiace. Mr. Dwight Green and Mr. Hintz. 

Mr. Dosss. No. 

Mr. WaLuace. Off the record. 

(Discussion off the record. ) 

Mr. Wat.ace. Did you ever do any of the banking work for Mr. Hodge in 
Fort Lauderdale while you were there, running errands for him at all? 

Mr. Epprtne. No. 

Mr. WaLLAcE. Do you know if Mr. Hodge ever bad any dealings with Mr. John 
Costello, who is owner of the Ace Cabs of St. Louis? 

Mr. Eppine. Not to my knowledge. 

Mr. Waxiace. Do you know who John Costello is? 

Mr. Bpprne. I have met him. 

Mr. Wattace. Is he acquainted with Mr. Hodge? 

Mr. Epprne. I don’t really know. 

Mr. WatLace. If you met him, was it at an affair where Mr. Hodge was there. 
or—— 

Mr. Rocers. Did you meet him through Mr. Hodge? 

Mr. WALLAcE. Did you meet him through Mr. Hodge? 

Mr. Dprrne. No; I met him at the Esquire Apartment Hotel. 

Mr. WaLLace. He was at the Esquire Apartment Hotel. Did you ever know Mr. 
Morris Schenker? 

Mr. Eppine. I don’t know him. 

Mr. WALLAcE. Did you ever help Mr. Hodge in his work with the Hodge Insur- 
ance Agency, or your firm? 

Mr. Eprrnc. Only to prepare the tax return. 

Mr. Watvace. Do you know whether or not he ever wrote insurance or re- 
insurance for the Ace Cab Go., of St. Louis? 

Mr. Eprrne. Not to my knowledge. 

Mr. WALLACE. Were you at the Esquire Apartments in December of 1953? 

Mr. Eppine. It could have been I was there for a day or two. 

Mr. WaAtLacre. You know Bill Mehl? 

Mr. EpPina. Yes, sir. . 

Mr. WaLLace. Who is he, an administrative assistant to Mr. Hodge? 

Mr. Epprne. Bill Mehl has been Mr. Hodge’s man Friday, worked at his agency 
for a great number of years, and was the chief bookkeeper for the auditor’s office 
under Mr. Hodge. 

Mr. WaLLAce. Has he been questioned by any of the authorities, Mr. Mehl? 

Mr. Eprine. I don’t know. 

Mr. Dosrs. I think the FBI has questioned him. I understand that they 
have. 

Mr. WALLACE. Now, did you know Mr. Mehl pretty well, or did you ever do 
things for Hodge at the request of Mr. Mehl, or was it always directly asked 
by Mr. Hodge? 

Mr. Eprrine. Always asked by Mr. Hodge. 

Mr. Watuace. Did you ever have much dealings with Mehl, or was he in 
his bailiwick and you in yours? Of course, he was the bookkeeper. 

Mr. Eprinc. He was the bookkeeper; yes. I knew Mr. Mehl. 

Mr. Watiace. Do you know if Mr. Hodge or Mehl had a safety deposit box 
in the Springfield Marine Bank? 

Mr. Eprine. Yes. In fact, my name was on that one, too. 

Mr. WALLACE. It was? Did you ever use it? 

Mr. Epping. The only time I ever used it was the time we signed up for it. 

Mr. Watiace. You never deposited anything in it or took anything out? 

Mr. Eprtnc. No. I have never been back to it since. 

Mr. WALLAcE. Did you know the purpose of getting the box? 

Mr. Hrrrne. At the time it was to keep securities and stuff. That is my 
understanding. 
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Mr. Watiace. Well, did you keep securities there, like the St. Louis loan, 
Libery loan securities, or the Friendly? 

Mr. Epprnc. That stuff was always turned over to Mehl, and I don’t 

Mr. WALLACE. You assume he took care of it and put it in the box? 

Mr. Epprne. I suppose he did. It would only be an assumption. 

Mr. Watiace. Lloyd Lane was Hodge’s personnel officer? 

Mr. Epprne. Yes, sir. 

Mr. WALLACE. I can’t get the connection between William Lydon and Hodge. 
Lydon is a policeman and Hodge was auditor. Did you know Lydon before he 
went in as auditor? 

Mr. Epprne. No, sir; I did not. 

Mr. Watitace. Did Hodge? 

Mr. Erprne. I don’t know. 

Mr. WALLACE. You knew nothing about that relationship? 

Mr. Epping. No. 

Mr. Hopes. When did you first meet him; at the time you purchased this 
stock? 

Mr. Epprne. No; I have known Mr. Lydon for a couple of years, I suppose. 

Mr. WALLACE. In what context, how did you know him? 

Mr. Eprrne. He did the redecorating of the Chicago office here for the 
auditor’s office, and I was called in at that time to help arrange the offices and 
set up a typing pool, and that sort of thing. 

Mr. WALLAce. Did you know he was a police officer? 

Mr. Epprne. No, sir ; not until I read it in the newspaper. 

Mr. Dosss. Gentlemen, I have to leave quickly. Have you got anything 
special ? 

Mr. WALLACE. Let’s go off the record. 

( Diseussion off the record. ) 

Mr. WaLLAcE. The meeting is adjourned. 

Mr. Dosss. Let the record show, just for my purposes, the statement made 
by Mr. Epping is made voluntarily and without any reluctance on his part, 
is not under oath, and to the extent it overlaps statements previously given 
the Federal grand jury, isthesame. Is that right, Mr. Epping? 

Mr. Epptne. Yes, sir. 

(Whereupon, the meeting with Mr. Dobbs and Mr. Epping was closed.) 


UNSWORN TESTIMONY OF EDWARD A. HINTZ 


PROCEEDINGS OF SENATE BANKING AND CURRENCY Com™MITTEE STAFF INVESTIGATION 
IN RE ILLINOIS BANKING SITUATION 


Present: Mr. Robert A. Wallace, staff director. 

Also present: Mr. Edward A. Hiutz, Mr. John M. Leonard, Jr. 

Mr. LEONARD. My name is John M. Leonard, Jr., T South Dearborn Street. 

Mr. Hintz, will you give your name? 

Mr. Hintrz. Edward A. Hintz. 

Mr. Leonarp. And your address? 

Mr. Hintz, 7155 South Cornell Avenue, Chicago, Ill. 

Mr. WALLACE. Mr. Hintz, I wonder if we could begin with a brief description 
of your own personal background. 

Mr. Hintz. Well, sir, I was born in Chicago December 18, 1888. I started in 
the banking business in 1906. 

In 1910 I became associated with the Peoples Trust & Savings Bank of Chicago, 
and was there until 1932, when it was liquidated and the deposit liability assumed 
by the Continental Illinois National Bank & Trust Co. 

Mr. Wattace. What was that? 

_Mr. Hryta. The Continental Illinois Bank & Trust Co. assumed the deposit 
liability. That was a Reynolds organization of the Peoples Trust, Barl Reynolds, 
the son of Michael, was the president. 

Following 1932 I was appointed Federal receiver and trustee in bankruptcy 
by Harry L. Parkin, then referee in bankruptcy. 

In 1935, at the request of the State auditor; I went out to the Kaspar American 
State Bank at 18th and Blue Island, a bank which we opened after the closing 
of 1982. The new Kaspar was organized, and I had the administration of the 
hew bank and the liquidation of the old assets. 

In 1938 I left the Kaspar to assist in the organization of a bank to be located 
at 30 North Michigan. That did not materialize, due to the inability to get suf- 
ficient working capital. 
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Then I transferred my efforts to the McCormick Estate in the McCormick 
Building, Van Buren and Michigan, where they were planning to open a bank 
and there again the capital issue became something that they couldn't—— 

Mr. Wa.LLAce. What capacity were you at this time? 

Mr. Hrntz. Merely helping organize. 

Mr. Wat.ace. For the State auditor? 

Mr. Hintz. No,no. Just for the individual. 

Mr. WALLACE. I see. 

Mr. Hrn7tz. In 1941 I accepted an appointment as an examiner for the Foreign 
Funds Control Division of the United States Treasury and was transferred to 
Washington, where I was assigned to Japanese affairs and Japanese aliens. 

In 1942, through the recommendation of Mr. Walter Cummings, of the Cop- 
tinental Bank, I received an appointment from the Federal Deposit Insurance 
Corporation as a principal administrative officer... They at that time were trans. 
ferring their offices, or part of them, from Washington to Chicago. 

Mr. Watuiace. And what was your capacity then? 

Mr. Hintz. Principal administrative officer. 

Mr. Watrace. Of the FDIC? 

Mr. H1ntz. Of the FDIC. 

Mr. Watiace. And this was when? 

Mr. Hrntz, In 1942, the spring of 1942. 

Mr. Crowley was appointed both Chairman of the FDIC and the Alien 
Property Custodian, so my time was divided quite equally between them, 
although I was on the FDIC payroll. 

Mr. WaALLAcE. You worked for Mr. Crowley? 

Mr. Hrntz. Yes. 

Mr. Wattace. Leo Crowley? 

Mr. Hrtntz. Leo Crowley. Mr. Henry Riley, his executive assistant, was my 
boss. ‘ 

Mr. Wattace. Henry Riley? 

Mr. Hintz. Henry Riley. 

Mr. Wat.ace. Is that R-e-i-l-e-y? 

Mr. Hrn1z. R-i-l-e-y. 

Mr. WALLACE. I see. 

Mr. Hrnrz. Incidentally, I think he is with the Foreign Bank now in Wasb- 
ington. 

Mr. Wattace. Did you know Mr. Coburn when you were there, Roy Coburn? 

Mr. Hrvtz. No. That was before my time. 

Mr. WaLLAce. Did you know Mr. Gover at this period, Eugene Gover? 

Mr. Hrnvz. I didn’t get acquainted with Mr. Gover until my association with 
the Southmoor Bank in 1948. 

Mr. WaALLAcE. Well, let’s go ahead with your background then. 

Mr. Hrntz. I remained with the FDIC until the fall of 1943, when, at the 
recommendatoin of the chief national bank examiner, I was interviewed by the 
board of directors of the Southmoor Bank at 71st and Jeffery. 

Mr. Watiace. At whose recommendation? 

Mr. Hrntz. At the recommendation of the chief national bank examiner, Mr. 
Oberwortmann. He is now up in one of the—in the North Shore National Bank. 
I was employed by the board of directors. 

Mr. Wattace. For the South Shore National Bank? 

Mr. Hrntz. Of the South Shore National Bank, and went in as the vice presi- 
dent of the bank. 

Mr. Wattace. You went from the FDIC, where you spent part of your time, 
and the Alien Custodian’s Office? 

Mr. Hrntz. Their offices were in the same building, but on different floors. 

Mr. Wattace. But from there on recommendation of Mr. Oberwortmann you 
were recommended to the South Shore National Bank? 

Mr. Hrntz. I was recommended to the South Shore National Bank. 

Mr. Wattace. And you became vice president of that bank? 

Mr. Hrntz. That is right. 

Mr. Watiace. What is the location of that bank? 

Mr. Hrxvrz. Tist and Jeffrey. 

Mr. WattAce. 71st and Jeffery. All right. 

Mr. Hrntz. A Mr. Walter J. Riley was then its president. 

Mr. Watiace. Who was this other Riley; is ‘that a different one? 

Mr. Hrntz. Well, you have a Colonel Riley out at East Chicago, and there is a 
lot of confusion between the two. 





ILLINOIS BANKING SITUATION 1215 


Mr. WALLACE. Well, go ahead. 

Mr. Hinz. In 1946 there was interjected into the South Shore National a 
division of directors and control of the bank and Mr. Walter Riley was removed 
as president, and I was elected president of the bank. 

Mr. WatLace. Who were his principals? Was that a stockholder fight? 

Mr. Hintz. Yes; it was. 

Mr. WaLLAce. Who were the principals involved in the stockholder fight? 

Mr. Hrntz. The principal man was a fellow by the name of Ernest J. Shinner. 

Mr. WALLACE. Shinner? 

Mr. Hrntrz. Yes; S8-h-i-n-n-e-r. 

Mr. Wa.tLace. Is he the meat packer? 

Mr. Hrntz. That is right. 

Mr. WaLLace. Who now has this Shinner Foundation? 

Mr. Hintz. That is right. The same fellow. 

Mr. WALLAcE. Was he the insurgent in this fight? 

Mr. Hintz. He and a man by he name of Pleasance, who was then a vice 
president of Montgomery Ward & Co. 

Mr. WaLLacr. And they deposed Mr. Riley? 

Mr. Hintz. That is right. 

Mr. WaLLace. Was Riley a principal, or were there others supporting Riley! 

Mr. Hintz. Off the record. 

Mr. WALLACE. Sure. 

(Discussion off the record.) 

Mr. WALLACE. Let’s go on. 

Mr. Hrintz. Then in December of 1947, Mr. Shinner accumulated the control 
of the South Shore National, and while we are good friends today, he and I at 
that time didn’t agree on policy. 

Mr. WaLLaAce. This was in 1947? 

Mr. Hintz. 1947, in the fall of 1947, and he decided that he would find another 
president and asked for my resignation, which I tendered, 

Mr. WALLACE. Who did he get for his president? 

Mr. Hrntz. The first fellow he got was a man that is now over with the Drevers. 
National Bank. 

Mr. LEONARD. It wasn’t Duffy, was it? 

Mr. Hintz. No, no, 

Mr. Wattace. Off the record a minute. 

( Discussion off the record.) 

Mr. WALLACE. Let’s go back on the record. 

Mr. Hintz. I then resigned in December and took a vacation for 2 months, and 
in March I was approached by Mr. Leon Marcus to see whether I would come into 
the Southmoor Bank as its vice president. 

Mr. WALLACE. Who was the fellow who mentioned your name to Mr. Marcus, 
do youknow? He runs a bowling alley out there, I think. 

Mr. Hintz. Well, yes. Mareus—there was a group of 4 or 5 that had this bow]- 
ing alley at the corner of 7ist and Jeffery. Bill Wightman, whom I knew, he and 
Leon Marcus were in the bowling alley together, and Bill asked me to see Leon, 
and we arranged for an interview. 

Mr. WALLACE. Who was Bill Wightman? Does he just run the bowling alley? 

Mr. Hintz. No; they have sold that bowling alley interest, and Bill now is a 
contractor and builder. 

Mr. WALLACE. Oh, he is a builder? 

Mr. Hintz. Yes. In fact, he always has been. 

Mr. Watiace. O. K. How did you come to know Mr. Wightman; through 
your connections at South Shore? 

Mr. Hintz. Through my associations at South Shore. Bill was a customr 
there, and I got acquainted with him there. 

And I went in in April, the 15th of April of 1948, I think it was 1948, as the vice 
president in the Southmoor Bank & Trust Co., and remained there until the 13th 
of July of this year. On the 10th of May of this year I was elected its president. 

Mr. WaLLace. We will come back to that in just a minute. 

Mr. Hintz. All right. 

Mr. WALLACE, But right now can you tell me very quickly—I don’t want a 
great deal of detail, but I would like a brief sketch of your activities in your 
avocation of boxing and other sports, and so forth. 

Mr. Hintz, Well—— 


‘ Mr. Leonarp. Do you want me to give you that? I have got it all listed 
ere. 
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Mr. Wattace. All right. 

Mr. LeonARrD. Now, Mr. Hintz has been treasurer of the Illinois Bankers 
Association. He was chairman of the group 1 of the [linois Bankers Associa. 
tion, which consisted of 89 banks in the Cook County area. ; 

From 1925 to 1936 he was national treasurer of the Financial Adve 
Association. 

From 1947 to 1953 he was treasurer of the Illinois Athletic Club, then he was 
made vice president in 1954 and president in 1955. “4 

He has been a director of the YMCA out on the South Shore for 10 years anq 
member of the Loyal Order of Moose, and other things. 

In 1930 he was made a judge of boxing by the Illinois State Athletic Association 
and he has been a judge of amateur fights for both the Catholic Youth Organiza. 
tion and the Golden Gloves. Also a member of the Amateur Athletic Union, and 
active and interested in the promotion of boxing through these years. 

Mr. Hintz. My license at the present time is the oldest dated license issued 
by the commission. 

Mr. Wa.ttace. Let me go off the record just a minute. 

(Discussion off the record. ) 

Mr. Hintz. My first experience with Arthur Wirtz was in 1947, when the 
Southmoor Bank bought its present building from the theater building that 
owned the property. Up to that time we had rented. Arthur Wirtz was the 
attorney representing the seller and Mr. Ed Hennessey, an attorney and one 
of our directors, represented the bank. 

Mr. Watiace. Arthur Wirtz was an attorney, representing—— 

Mr. LronArp. This is the South Shore? 

Mr. Hinz. South Shore, yes. 

Mr. Wattace. South Shore? 

Mr. Hintz. South Shore, yes. 

Mr. WAtvAce. He didn’t own it ; he was just the attorney for it? 

Mr. Hrntz. Yes. 

Mr. Wattace. Or was he a member Of a synd@ieate which owned it? 

Mr. Hrnrz. Wirt# was in the real estate business. 

Mr. WatLAce. Wirtz, Haynie & Ehrat? 

Mr. Hintz. That is right. 

Mr. Wartace. And the theater 

Mr. Hrntz. And the theater employed him to represent them in the deal. 

Mr. WALLAcE. The theater people? 

Mr. Hintz. Yes. 

Mr. Watace. What theater was that, or who were the theater people? 

Mr. Hrntz. It was the Jeffrey Theater, but Jimmy Costin was the manager 
for the theater people of all of their theaters in Chieago. 

Mr. WALLACE. What theater group was this that owned the building? 

Mr. Hinrtz. I am just trying to think what theater that was. 

Mr. Leonarp. Isn’t it an offshoot of Balaban & Katz, and he owns the corner 
of 75th and Ashland? 

Mr. Hints. He owns several theaters in town. 

Mr. WALLACE. Costin does? 

Mr. Hintz. Yes. 

Mr. WauiAce. Was he acting on behalf of a group at this time? 

Mr. Hintz. Oh, yes. 

Mr. WAtLAcg. A theater group? 

Mr. Hrnrz. Yes. That was my first experience with Arthur Wirtz. Since 
then, other than te say how do you do to Mr. Wirtz, that is all of the association 
I have ever had with Arthur Wirtz. I know who he is. Close friends of mine 
are close friends of his, but I never was—— 

Mr. Wattace. Did he, to your knowledge, ever have any dealings or con- 
nections, or anything to do with the Southmoor Bank? 

Mr. Hinrz. None whatever. 

Mr. Wattacr, None whatever as far as you know? 

Mr. Hrntz. None whatever. 

Mr. Watxace. Did you know Mr. Norris in the same way? 

Mr. Hrytz. I never have met Mr. Norris. I know who he is, but never have 
met him. 

Mr. WaALLAce. Well, for my own benefit, will you give me your version of what 
happened at the Basilio-Saxton fight? 

Mr. Hrnrz. Let me say this, that in all my years of judging of boxing, I have 
never gone near a public gymnasium where these men train, because I never 
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wanted to become personally acquainted with the fighters, nor their managers, SO 
that when I got up to the ring and watched a fight I could judge it predicated on 
what 1 saw, and any personalities were entirely eliminated from my thinking. 
To me the Saxton-Basilio fight was just another fight. It was a championship, 
that is true, but the New York writers came here with their stories practically 
written as to the outcome of the fight before it ever took place, and my thinking 
was that if you were going to judge a fight on popularity of the boys, then I think 
Basilio would have won. But predicated on what I saw in the ring, I felt that 
Saxton won, There was no question in my mind when I turned in my ecard, and 
ay Jenne Well, does that happen very often, that you get an outburst of 
this type from groups who are watching, and writers, and So forth? 

Mr. Leonarp, Wasn’t there a racial question? Wasn’t one a Negro boy? 

Mr. Hinz. Yes. There is always interjected into these fights, I think, a 
racial situation, and sometimes the Negro goes in with a count against him te 
start with. I have never tried to think of a man as to whether he is Jew, gentile, 
white, or black. I am there to judge what I see, and that is what I try to do. 

Mr. WALLACE. I am trying to recall the implications of this fight, as to who 
won. If one person won the control of the title was supposed to go with one 
group, and if the other person won it stayed with a different group. What 
groups were involved, do you know? 

Mr. Hrnrz. Well, Saxton, of course, had a manager that had been severely 
critcized by the New York boxing group, and he came here to Chicago when the 
fight was put on with Saxton signing his own contract, as I remember, rather 
than his manager signing it. 

Mr. WALLACE. His manager was 

Mr. Hintz. I don’t even remember his name. That is how little it means to 
me. Most of your Chicago and western papers supported the decision that we 
gave to Saxton. I think the eastern critics felt it should have gone the other 
way. 

Mr. Leonarp. Off the record. 

(Discussion off the record.) 

Mr. WALLAcE. As far as you are concerned, at least—were you aware of the 
implications of who would be the group, as to which group would 

Mr. Hintz. No, 

Mr. WALLACE. How many judges are there in a fight, 3, or 2, and a referee? 

Mr. Hintz. We use in professional fights two and the referee. 

Mr. WALLACE. What was the vote on the fight? Was it unanimous? 

Mr. Hinrz. It was a unanimous vote; yes. I don’t recall the scoring, but it 
was unanimous. 

Mr. WaALLace. When did you first become acquainted with Orville Hodge? 

Mr. Hintz. I got acquainted with Orville Hodge in the spring of 1952, when 
he came out in the primaries for election. 

Mr. WALLAcE. Did he approach you for support in the election? 

Mr. Hintz. No; I was introduced to Orville by one of our directors. I had 
never met him before, and I met him the first time at the La Salle Hotel in the 
presence of Mr. Ike Volz, his right-hand man, who has since passed away ; a very 
fine fellow. 

Mr. WaLLAcE, Let’s see, a stockholder or director who intreduced you? 

Mr. Hintz. A director. 

Mr. Watiace. A director? 

Mr. Hintz, A director and a stockholder. 

Mr. WaLLAcE. Who was that? 

Mr. Hrntz. Mr. David Muir. 

Mr. WALLAcE. This was the spring of 1952? 

Mr. Hinrz. That is right. 


we WatLace. And this is the first time you ever met Mr. Hodge? 
ir 


. Htnrz. The first time I ever met Mr. Hodge. 
Mr. WaLLace. Did he discuss his race for State auditor? 


Mr. Hintz. Just in generalities. ‘That is right. I was never interested in 
politics, so it meant very little to me. 


Mr. WatLace. When was the next time you saw him? 


Mr. Hintz. Well, after the primaries I may have met him several times. The 
particular instances I don’t recall. 
Mr. WaLLace. Do you recall what it was that drew you together with him 


after the primaries? Was it social or did you help him with the campaign, or 
how did you come to become better acquainted? 
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Mr. Hinvrz. As far as any active solicitation, I took no part in it whatever. 

Mr. Wattace. Did you like Hodge? 

Mr. Hintz. My first impressions were very favorable, yes. He was an affable 
man. 

Mr. Watrace. A very personable fellow. 

Mr. Hrntz. Yes. 

Mr. Wattace. Well, then, would you say that you became good friends in the 
first year that you knew him, in 1952? 

Mr. Hintz. Well, after running on into—let’s see, the election took place in 
the fall, didn’t it, of 1953? 

Mr. Leonarp. Of 1952. 

Mr. Hintz. Of 1952, and after the election, and getting on toward the first 
of the year, I was invited with a group of other people to come down to the 
inaugural. 

Mr. Wattace. This was in 1953? 

Mr. Hintz. At Springfield. That is right. At that time. 

Mr. LeonarD. That was in 1952, an inaugural party? 

Mr. Hrntz. No. The party was right after the first of the year; wasn’t it? 
Weren't they inaugurated right after January? 

Mr. Wattace. They took office in early 1953. 

Mr. Hrntz. 1953, and the inaugural ball was right after the first of the year, 
as I remember, and he had a suite of rooms at the Abraham Lincoln, and I met 
his wife and son and a lot of friends from Granite City. There were other 
Chicago men there also. 

Mr. Wa.tace. This was at the inaugural celebration? 

Mr. Hrntz. That is right. 

Mr. Watiace. Were you ever solicited for money for his campaign in 1952? 

Mr. Hrntz. No, sir; that—now, wait a minute. There was a contribution 
made, not for the general election, but for the primary. I think it was a token 
contribution of $200. 

Mr. WaLLace. From you personally? 

Mr. Htntz. No. No; it came from Mr. Marcus. 

Mr. Watiace. Oh, Marcus? 

Mr. Hintz. Yes. 

Mr. Watiace. Was this fund-raising affair arranged by Mr. Browning, or do 
you recall? 

Mr. H1ntz. No. At that time I didn’t—— 

Mr. Wattace. Oh, this was just a contribution. It wasn’t a result of the 
meeting? 

Mr. Hintz. Oh, no, no. 

Mr. Wattace. And it was before the primary? 

Mr. Hintz. That is right. 

Mr. Wattace. And to your knowledge, you don’t know of any other contribu- 
tions to Mr. Hodge? 

Mr. Hintz. I never knew Mr. Browning at that time. 

Mr. WaLLAceE. I mean were there any other contributions? 

Mr. Hintz. None that I know of. 

Mr. WaLLace. Were you ever Solicited by anyone after that? 

Mr. Hrntz. For Orville? R 

Mr. Watiace. Well, for 

Mr. Hrntz. No. 

Mr. Wattace. Not for Hodge? 

Mr. Hintz. No; not for Hodge. 

Mr. Watrace. When did you first, if you did, have any financial dealings 
with Orville Hodge? I guess you did through the bank. When did this first 
start? 

Mr. Hrntz. As I recall, my first transactions with Orville were in October or 
November of 1953. 

Mr. Watiace. October or November of 1953? 

Mr. Hrntz. Yes. 

Mr. Watviace. And what did that involve? 

a. Hintz. It involved an initial deposit with me, if I remember, of $1,800 in 
cash. 

Mr. Leonarp. That was December of 1953. 

Mr. Hintz. Some various checks that he had payable to his order. Not any 
State vouchers, but personal checks. 

Mr. Wa.Lace. This was a personal account he established there? 
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Mr. Hintz. No; it was a personal account, as far as I had control of it. He 
asked me to—— 

Mr. WALLACE. Oh, I see. 

Mr. Hintz, Whether he could turn over these funds to me, cash and checks 
that he said, “Hold them,” and he said, “From time to time I may have occasion 
to draw a check against them. Whatever is needed in your balance, why, just 
use that money to take up the checks.” And at that time I told him that that 
wus a little departure from usual banking procedure, and because of that I felt 
that I myself should keep a record of any checks deposited and any checks drawn. 

Mr. WALLACE. On this special fund? 

Mr. Hrnrz. On this special fund. And I did keep that, and those are the 
records I turned over to the district attorney at the time we went before the 
rrand jury. 
eM r. WALLACE. This was a rather unusual request, wasn’t it? 

Mr. Hintz. AsI say, it was. 

Mr. WALLAcE. And this was in December of 1953? 

Mr. LeonarpD. That is right. 

Mr. Hintz. Yes. 

Mr. WaLLace. Well, that means you had known Mr. Hodge nearly but not 
quite 2 years at this time, and you had grown to—well, of course—— 

Mr. Hintz. From the spring of 1952-53 I had known him a year then. 

Mr. WaLLace. Did you do this because of personal friendship, or because of 
his prestige as State auditor, or both? 

Mr. Hrnrz. Well, possibly because of his prestige as State auditor and his 
request in that capacity to handle this personally for him. 

Mr. WatLace. So you thought you were just doing a favor to the State auditor, 
really, to handle this? 

Mr. Hintz. That was all. 

Mr. WALLACE. Did he say why he wanted to handle it that way? 

Mr. Hintz. No. Mr. Leonard and I have been quizzed on that before, and I 
don’t recall that he ever made any specific reason for it. 

Mr. WALLACE. He just wanted to do it, and you were giad to do it for him asa 
convenience ¢ 

Mr. Hintz. That is right. 

Mr. WaLLace. Did you keep a record of the State warrants which were cashed 
at the Southmoor Bank? 

Mr. Hintz. Yes; I did. And my records showed all but two different groups; 
is that right, John? 

Mr. Leonarp. Yes. 

Mr. WAtLace. Two different groups? 

Mr. Hintrz. One group was cashed in May of 1955 and another was cashed in 
December of 1955. 

Mr, WALLACE. What was the total of those; was that the $550,000? 

Mr. Hintz. No. The May youchers were about $80,000. The ones in Decem- 
ber were of a larger Amount. I don’t recall exactly. You have the record. 

Mr. LeonarD. We have the totals. Off the record. 

(Discussion off the record.) 

Mr. WALLAcE. You kept a record of the State warrants? 

Mr. Hintz. Yes. 

Mr. WaLLace, What is the date of your first entry of any of these being 
cashed ? 

Mr. Leonarp. We don’t have that record here. 

Mr. WALLACE. Do you recall it? 

Mr. Leonarp. But, from the indictment, I think their first one was May 20, 
1955. 

Mr. WALLACE. Does that sound right? 

Mr. Hintz. That is about it. There might have been some smaller ones in 
there, John, but I don’t recall. There were monthly travel warrants in there 
pa vons to Orville Hodge. I don’t know today whether they were legitimate or 
otherwise. 

Mr. WALLACE. Well, some of these were cashed in, say, 1954, but you don’t 
know whether they were legitimate. 

Mr. Hintz. I understand that some of these warrants were legitimate. 

Mr. WaLLace, I see. That were cashed? 

Mr. Hinrz, That were cashed ; yes. 


Mr. Wattace, Could you describe the general procedure by which these war- 
rants were cashed ? 
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Mr. Hintz. In most instances Mr. Hodge would call me from. Springfielg ,, 
his Chicago office and say that he was sending Mr. Epping out to get some War. 
rants cashed and would usually give me an amount in round figures as to what 
they might total, what the total might be. It might be one warrant or it might 
be several. 

Mr. WaLLAce. These particular—when you cashed these warrants, they were 
taken into the bank in exchange for cash from the bank? 

Mr. Hintz. That is right. That is right. 

Mr. WaLLAcE. Unless it was a large amount of money, in which case—— 

Mr. Hintz. Understand, in all these instances Mr. Hodge and Epping pot) 
assured me that they were proper vouchers, showing receipt for the work done 
that these particular warrants covered. 

Mr. Wa.iace. I was trying to think of one instance where Mr. Epping 
came in and Mr. Schlitz 

Mr. Hintz. Mr. Schlitz. 

Mr. WALLACE. Came to you and he signed something, I think in your presence, 
and then he and Epping were going down—no, Epping wasn’t with him at that 
time. Schlitz came in to you. Do you know what I am talking about? 

Mr. Mintz. Yes. They wanted some currency in $50 and $100 bills, and we 
didn’t have the amount they needed on hand, so I directed a letter to the First 
National Bank, which Mr. Schlitz teok down. The First National Bank charged 
our account and the money was turned over to Mr. Epping at the First 
National. 

Mr. Hintrz. By Mr. Epping and Mr. Schlitz. 

Mr. Hinrz. Sir? 

Mr. Wau.ace, First it was turned over to Mr. Schlitz, the money by the 
First National Bank. 

Mr. Hintz. And Epping was there. 

Mr. WaLLAce. Epping was with him? 

Mr. Hintrz. That is right. 

Mr. Watiace. And then Schlitz gave the money to Epping? 

Mr. Hrintz. That is right. 

Mr. WaL.LAce. In exchange for some warrants? 

Mr. Hintz. And that money was counted. 

Mr. WALLAcE. Who counted it? 

Mr. Hintz. Mr. Epping and Mr. Schlitz. 

Mr. WALLAck. And they also counted the warrants? 

Mr. Hinrz. That is right. 

Mr. WALLACE. How much money was it, do you recall? 

Mr. Hintz. Well, that May group. 

Mr. WALLACE. Was it $85,000? 

Mr. Hinrz. That May group. It was around 82 or 85 thousand dollars. 

Mr. WaLLAce. What denominations were those bills? 

Mr. Hintz, As I remember, they were $50 and $100 bills. 

Mr. Watuace. Of course, that wasn’t the normal situation. What was the 
normal way Mr. Hodge would call? 

Mr. Hrnvz. The normal way would be, Epping would come in, usually accom- 
panied by Mr. Hodge’s chauffeur. 

Mr. WALLACE. Strupa? 

Mr. Hintz. Strupa, Vic Strupa, and several times in my book, on numerous 
occasions I would show cash to Epping parenthesis to show that Vie was with 
him. The money was counted out to Mr. Epping and he would take the cash 
for the vouchers. 

Mr. WaLLAcE. And you said this before, but for our records, will you tell why 
you thought this was all right to do this? 

Mr. Hrntz. On the grounds that they assured me that they were proper 
vouchers given them by the various contractors to support these warrants. 

Mr. WALLAcE. But beyond that, why would they be cashing them instead of 
the people who were supposed to get them? 

Mr. Hintz. Well, off the record, if I may. 

Mr. WALLACE. All right. 

( Diseussion off the record. ) 

Mr. WALLACE. Now, then, would you describe the lean that the bank made to 
Mrs. Hodge? Who negotiated the loans for Mrs. Hodge? 

Mr. Hrntz. Usually Epping would handle the final details of it. The notes 
would be sent to Mrs. Hodge for her signature. I think there was 1 or 2 occa- 
sions where the note might have been sent to her directly from the bank for her 

signature, especially on a renewal. 
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Mr. WALLACE. Does that include—— 

Mr. Hintz. And may I say 

Mr. WALLACE. Sure. 

Mr. Hintz. As far as, as near as I can remember any loans made to Margaret 
Hodge were amply secured. ; 

Mr. WatLace. That would include the loan on the Esquire Apartments. Do 
vou remember that one? 

“ Mr. Hintz. Now, which 

Mr. Leonarp. That is the Fort Lauderdale deal. A news item just came out 
on that yesterday. 

Mr. WaALLAce. Did it? 

Mr. Leonarp. Yes. 

Mr. Waxiace. I have been in Washington. 

Mr. Leonarp. I might catch you up to date on it. 

Mr. Waxiace. Off the record. 

(Discussion off the record.) 

Mr. Watxace. Could you tell us what you know, Mr. Hintz, about a loan 
reputed to be made either by the Southmoor Bank or the Southmoor Securities 
Corp. to Mrs. Hodge on the Esquire Apartments in Fort Lauderdale, Fla.? 

Mr. Hintz. To the best of my knowledge, there was never a loan made to Mrs. 
Hodge by the bank on the Esquire Apartments, but there was a loan negotiated 
by the Southmoor Securities Co. represented by 2 notes of $50,000 and $60,000, 
respectively. This dates back into 1954, as I remember. To the best of my 
knowledge, these notes were negotiated, and the conclusions I came to were that 
it was done for tax purposes, and what may be referred to as a wash deal, where 
two principals change checks in like amount. 

Mr. WALLAcE. How would that be helpful for tax purposes? 

Mr. Hintz. I don’t know. 

Mr. Leonarp. I disagree with him. But I am just his attorney. 

Mr. Hrntz. That is the only explanation I can give to you. 

Mr. WaLLAce. Well, that was a very brief loan or exchange of checks 
proposition. 

Mr. Hintz. Yes. 

Mr. WALLACE. In other words, Southmoor Securities Co., as far as you know, 
didn’t hold a lean or a mortgage for any period of time other than just a 
brief exchange? 

Mr. Hinrz. Not in their assets, I am sure. 

Mr. Waiace. Well, I understood—let’s see, this was $110,000, as I reeall, 
and they had other loans on these Esquire Apartments, and they were ultimately 
consolidated into another mortgage, one mortgage. Do you know about that? 

Mr. Honrz. Let me say this, that there were possibly transactions between 
Mr. Leon Mareus and Orville directly that I never knew anything about. 

Mr. Watitace. That is very possible. Well, you are familiar with this loan 
on the Lake Springfield home, aren’t you? 

Mr. Hintz. That I am familiar with, and after much delay I finally insisted 
on getting an appraisal by an uninterested firm at Springfield, and last April 
ur May it was given to us, and as I remember the fair valuation was $42,000. 

Mr. WatLace. And you loaned him $26,000? 


Mr. Hinrz. We originally loaned 24, and it has been paid down to about 20, as I 
remember. 


Mr. WALLACE. That was a 8-percent loan? 
Mr. Hrntz. I think that was a 3- or 31%4-percent loan. 


Mr. WaLLace. Did you have any relationship with Southmoor Foundation or 
Southmoor Securities Co.? 


Mr. Hrnrz. None whatever. 

Mr. WALLAcE. When did you first learn that Leon Marcus was diverting real- 
estate commissions to the Southmoor Foundation account? 

Mr. Hinrz. Well, this may be a surprise, but I didn’t know the operations of 
these three accounts until Saarsfield came in on the 26th day of March to make 
the examination for the FDIC. 

Mr. WALLACE. 1956? 

Mr. Hintz. 1956. 

Mr. WALLAcr. That is the first you knew about it? 

Mr. Hinvz. And that was the first time the full import of these three accounts, 
Southmoor Foundation, Southmoor Securities A, and the H. L. Marcus Special, 
the H. L. Mareus Special, I understand, was a retention of 50 or 60 dollars 
per loan for attorneys’ fees. 


83551 —56—pt. 2-2 
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Mr. WALLACE. Then you didn’t know about this prior to March 26? 

Mr, Hintz. Not the details of it. I had heard some remarks by Leon that he 
was setiing aside a certain amount of earnings into the Southmoor Founda. 
tion for the benefit of charitable bequests that came up from time to time, and 
I gave it no thought, because I knew that the Securities Co. themseives did 
a lot of real-estate mortgage work, and I thought so little of it I felt that 
et was being interjected from the Securities Co. rather than from the 

ank. 

Mr. Leonarp. Actually, as I understand it, the money never went into the 
bank, and it was disclosed in every closing statement they made. 
es Wattace. It didn’t go into the bank, but it should have gone into the 
yank? 

Mr. Hinz. You see, over a period of 3 years this practice went on, and every 
closing statement on every real-estate loan showed right on the paper itself 
the retention of these various percentages, so there was no effort to disguise 
or cOver up any moneys withheld. 

The mistake that Mr. Leon Marcus made was that he never had the board of 
directors approve commissions that were paid. Saarsfield was the one that 
came up with the information. 

Mr. Wattace. Yes. Of course, since Clare Ireland had examined the bank 
back in 1953, or maybe even before—— 

Mr. Hrntz. Yes. 

Mr. Wat.ace. There had been criticisms of Marcus’ practices in this bank. 
It had been reported to me that you were on the side of the FDIC and were 
critical of Marcus’ overlending practices. 

Mr. Hrntz. Repeatedly. I am on record with Gover and Mr. Sorensen. | 
think they will bear me out. 

Mr. Warxace. That is right. They have. 

Mr. Hintrz. That I went to them time and time again and said, “Please, fel- 
lows, help me.” 

Mr. Wa.taAce. Yes. Do you remember the loans that were made to State 
legislators and the procedure for arranging these loans? 

Mr. Hinrz. Yes. As Orville said, most of these fellows are broke most of 
the time, and they needed an advance against their next payment. They get 
$5,000 a year, or $10,000 for the 2-year period. January 1 of each year they 
get £5,000. Along came the late summer and fall prior to this money becoming 
due, and they asked Orville whether he could help them out. So Orville se- 
cured from them their notes with an assignment to the bank and a letter of 
confirmation from the paying agent at Springfield that he was retaining those 
funds to protect the loans granted these people by the bank, and there were 
probably 10 or 11 of those loans made. In a number of instances I had replies 
back thanking us for our courtesy. 

Mr. Watiace. How long a period were the loans for? Six months? 

Mr. Hinz. Sometimes 6 months and some may have been 9 months. 

Mr. Wa..ace. Let’s s-e, Noble Lee was one of these. 

Mr. Hintz. Yes. Off the record just a minute. 

( Discussion off the record.) 

Mr. WALLACE. You say there were 10 or 11 of these loans to State legislators, 
and you have described the procedures by which those loans were made. Is 
there a list of those someplace? Let’s see, Noble Lee was one. Who were the 
others that you recall? 

Mr. Hintz. There was—— 

Mr. Leonarp. How about Davis? 

Mr. Hrnrz. There was one from Chicago, a colored Congressman, I can’t 
think of his name now. Well, the names are just blank to me now. I wouldn't 
recall. 

Mr. WALLACE. You don’t remember the names? 

Mr. Hrntz. No. 

Mr. Watiace. At the time you went with the bank in 1948, do you recall 
the amounts you had on deposit o* State, county, and public administration 
funds? 

Mr. Hrnvz. No, sir. If I advanced a figure now I would just be guessing, 
sir. I don’t know. If any. There might have been some but not a great 
deal. 

Mr. Wattace. There weren't very many when you first came there? 

Mr. Hintz. No. 

Mr. WALLACE. When was the occasion when any substantial additions were 
made after you came? 
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Mr. Hintz. I think the first money that we received of State funds in any 
amount was the treasurer prior to Warren Wright. 

Mr. Leonarp, Hoffman. 

Mr. Hintz. Hoffman from Wheaton. 

Mr. WaLLace. When was that? 

Mr. LeonagD. That would be—they run at odd years ; don’t they? 

Mr. WALLACE. 1953-54 was when he was in; wasn’t it? And Warren Wright, 
955-56 ? 

A Mr. Hintz. That is right. 

Mr. Wattace. So it would be sometime in 1953 or 1954. Was it 1953? 

Mr. Hintz. Well, it was after Hoffman went into office. 

Mr. WaLLace. Did you know Hoffman, Elmer Hoffman? 

Mr. Hintz. I know him now. I met him through Mr. Orville Hodge. 

Mr. Wa.Lace. Well, do you know how Mr. Hoffman came to put this money 
in the Southmoor Bank? 

Mr. Hintz. Possibly at the recommendation of Orville Hodge. 

Mr. WaALLAcE. You say possibly, but you don’t know? 

Mr. Hintz. I don’t recall now the inception of those funds. 

Mr. WALLACE. Do you remember how much Hoffman put in? 

Mr. Hintz. At least.a half a million. 

Mr. WatLace. That is a pretty substantial amount, isn’t it, to just put in at 
one time? 

"a Hintz. Well, I don’t know, whether it all came in and out at that one 
me. 
" Mr. Watiace. Did you ever know Mr. Hoffman prior to the time he put this 
in yourself? 

Mr. Hintz. No, no. 

Mr. WALLACE. He was a total stranger? Would you say you had anything to 
do with Mr. Hoffman putting this in? 

Mr. Hintz. None whatever. 

Mr. WarLace. You never talked to him or anyone on his staff? 

Mr. Hintz. No. 

Mr. WALLace. And this money was put in by Mr. Hoffman, a half million dol- 
lars in 1953, and you have no idea why it was put in, or at whose request it was 
yut in? 

, Mr. Hintz. I would say other than the recommendation or solicitation or the 
influence of Orville Hodge; yes. 

Mr. WALLACE. Did you ever make it known to Orville Hodge that it would 
be helpful to have State funds in the bank, that these funds are valuable to 
have? 

Mr. Hinz. Well, I wouldn’t make it to Orville if I had wanted the funds. 
I would have gone directly to the treasurer, because he is the fellow that dis- 
pensed them, at least. The previous treasurers always have. 


Mr. WALLACE. Did you ever say anything to Hodge about these funds? 
Mr. HintTz. No. 


Mr. WALLACE. Never did? 

Mr. Hintz, No. The first time I met Hoffman was at the inaugural at the 
time he went in office. 

Mr. WALLACE. You met Hoffman at the inaugural? 

. Hintrz. Yes. 
. WaLtLace. He knew you were a good friend of Hodge, but that is all he 
knew, as far as he was concerned. : 

Mr. Hintz. That is right. And, understand, I never mingled socially with 
Orville Hodge. He was in a different league than I. I took advantage of his in- 
vitations in 1953 and in 1955. 

Mr. WALLACE. In 1955? What was that? 

Mr. Leonarp. To go hunting. } 

Mr. Hintz, And made 2 hunting trips downstate, 1 day for pheasants and 1 
day for ducks, and the ballplayers, probably the 8 or 9 outstanding in both the 
American and National League, were with us, and in connection with that we 
would spend a lot of time on little league banquets and dinners. 

Mr. WALLACE. I wish you could help me more with the circumstances sur- 
rounding Mr. Hoffman’s placing a half million dollars in the bank on deposit. 
Can you tell me anything you possibly can in that regard? 


. os aes You are thinking of what might have influenced Hoffman to put the 
unds there? 


Mr. WALLACE. That is right. 
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Mr. Hintz. No; I wouldn’t have any particular—no; I haven’t any particular 
reason other than to say possibly the influence of Orville to have Elmer Hoffman 
sey, or tell Elmer Hoffman to give Southmoor some deposits, and I am guessing 
) don’t even recall now whether they were a half a million without looking at 
the records. They might have been more or less. 

Mr. LEONARD. Do you know? 

Mr. WALLACE. There was an increase of a million in total State, county, ang 
political subdivision funds during that period between 1952 and 1953, but 
whether it was all State or not, I haven’t looked that far yet. 

Off the record just a minute. 

(Discussion off the record.) 

Mr. WALLAcE. But as far as you know, you think that Hoffman may have 
put them in at Hodge’s recommendation. Can you think of any other reason 
Hoffman may have put in the extra half million, or million, or whatever it was? 

Mr. Hrnrz. Let me say this: that it might have been in appreciation for some 
contribution made to his campaign fund, and if such fund, such contribution was 
made, I wouldn’t know what amount it was. 

Mr. WALLACE. You mean Marcus may have made it? 

Mr. Hintz. Because the bank never made any contributions, with one exception. 

Mr. WALLACE. Which one was that? 

Mr. Hintz. That was just revealed to me yesterday, and I didn’t know it. 

Mr. WaALLaAce. What was that? I haven’t been up here. 

Mr. Leonarp. That hasn’t come out in the paper. I think there was one con- 
tribution made to Paschen Employees Benefit. ‘That must have been a mistake. 
You know, out of the bank funds. We don’t know for sure whether it was or not. 

Mr. WALLAcE. Was that for $5,000? 

Mr. Hrntz. May I just talk off the record on that? 

Mr. WALLAcE, Off the record. 

(Discussion off the record.) 

Mr. WaLtAce. Do you know of any contributions made by Mr. Marens to 
Mr. Hoffman? 

Mr. Hintz. No, I do not. 

Mr. Wattace. Do you know what contributions—most of the contributions 
with respect to that bank were made by Marcus rather than you; weren’t they? 

Mr. H1ntz. You mean basically coming from Marcus? 

Mr. WALLACE. Yes. 

Mr. Hintz. Yes. 

Mr. WaALLAce. That is what I mean. 

Mr. Hintz. Nothing was contributed by me personally. 

Mr. Wattace. Yes. Incidentally, you are not a man of great means, are 
you, Mr. Hintz? 

Mr. Hintz. My income-tax-schedules are available for you or anyone else 
any time you want to look at them. My income at the Southmoor Bank as its 
executive vice president was $15,000 last year, and at the end of the year the 
directors voted me a bonus of $5,000. 

Mr. WaLtace. In other words, you have had an income of around $20,000 
plus, a little more, for a few years? 

Mr. Hinrz. So my income from the bank up to a year ago was never in excess 
of $15,000. 

Mr. Watiacer. Did Mr. Kolar ever solicit you for funds for the Paschen fund? 

Mr. Hinrz, Yes. 

Mr. WALLACE. What was done about the solicitations? 

Mr. Hrntz. Well, that was an annual routine. 

Mr. WALLACE. He came every year? 

Mr. Hrntz, Every year. 

Mr. WALLACE. Brenza and Paschen? 

Mr. Hrntz. In the spring, going back to—— 

Mr. Watiace. How much did you generally give to this fund? 

Mr. Hrvvz. It was predicated usually on a tenth of 1 percent. We had 
$450,000, as I remember, and the amount was $450, and it was yearly. 

Mr. WALLACE. So you gave $450 every year? 

Mr. Hintz. A yearly contribution; that is right. 

Mr. WatiLAce. When did that start? Was it going on when you first became 
executive vice president? 

Mr. Hinrz. Of course, we didn’t have county funds that long. 

Mr. Wattace. When did it first start? 

Mr. Hintz. That started during the Paschen administration. 
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Mr. WALLAce. You mean Paschen was the first one to put any funds in the 
naar. Hintz. That is right. Although I know by my experience from other 
hanks that was the routine of other treasurers before Paschen, that it was gen- 
erally expected that a tenth of 1 percent contribution be made to the employees’ 
henevolent association. 

Mr. WaLLace. Was any similar type contribution made for State deposits, as 
far as you knew? 

Mr. Hintz. No. On the State deposits, we paid our stipulated percentage, and 
that was on a bid basis, one or three-quarters, or whatever the going rate was, 
every year. 

Mr. WALLACE. That was payable to the State, though. 

Mr. Hrnrz. That was payable to the State, where we had State funds, and 
we had securities to cover those. 

Mr. Watiace. Did you ever purchase any of those tickets to these Warren 
Wright dinners? 

Mr. Hrntz. Yes. Mr. Mareus did, The bank never did. 

Mr. WALLACE. Marcus did? 

Mr. Hrxvz. Yes. I think in the Warren Wright dinner, two tickets were 
vurchased for that dinner. 

' Mr. WALLACE. Were there ever any such dinners on behalf of Mr. Hoffman? 

Mr. Hintz. Mr. Hoffman had a picnic. 

Mr. Watiace. Had a picnic? 

Mr. Hinrz. Had a pienie out in one of the golf clubs out west, and I know we 
were sent five tickets, or something. But he was very modest. I think they 
were $10 apiece, and Mr. Marcus sent him a check for $50 for the 10 tickets. 

Mr. Watiace. And that is all you know about any contributions to Mr. Hoff- 
man: 

Mr. Hintz. That is right. 

Mr. Wattace. You don’t know how many tickets were purchased for the 
Wricht dinners, do you, the two separate dinners that were held? 

Mr. Hintz. All I recall is the one dinner, and I think they were $50 a plate, 
and we sent them, Mr. Marctis got two tickets. 

Mr. Watiack. Were you solicited by Mr. Joseph Kovac on behalf of the War- 
ren Wright campaign for governor, or was the bank solicited? 

Mr. Htntz. Oh, yes, yes. 

Mr. WaLLace. Did Mr. Marcus make afy contributions there? 

Mr. Hintz. I think he did. 

Mr. WALLACE. How much, do you know? 

Mr. Hinz. I don’t recall, but I think his checkbook will reveal whatever it was. 

Mr. WantaAce. This was Mr. Marcus and not the bank? 

Mr. Hrntz. Not the bank. Let me tell you, there was never, to my recollection, 
except one item, and that was last, in the spring of 1955 for some reason or other, 
we made a check payable to the Paschen Benevolent Association, and that is the 
only item that I recall that the Southmoor Bank as a bank ever contributed. 

Mr. Watiace. In other words, even the $450 was paid by Mr. Marcus and 
not hy the bank in other years, except that one particular year? 

Mr. Hintz. That is right. 

Mr. WaLLace. Do you know Jack O. Brown? 

Mr. Hintz. Yes. He is an attorney in our building. 

Mr. WatiAce. He is an attorney in your building? 

Mr. Hintz. I know him very well. 

Mr. WaLLace. Did he ever solicit extra State deposits on behalf of the South- 
moor Bank? 

Mr. Hintz. The State treasurer prior to Hoffman—— 

Mr. WatLace. That was Stratton. 

Mr. Hintz. No; it wasn’t Stratton. 

Mr. WaLLace. Ora Smith was prior to Stratton. 

Mr. Hintz, Smith. And Brown twas—— 

Mr. WatLace. Assistant to Mr. Smith? 

Mr. Hintz. ASsistant to the treasurer at Springfield. And we enjoyed some 
State deposits during that administration, and I think a soli¢itation was made. 

Mr. WaLLace. It was a solicitation for funds? 

Mr. Hinrz. For funds, 

Mr. WaLace. Was the solicitation made by Marcus? 

Mr. Hinrz. Any contribution that was made was made by Mr. Brown. 





1226 ILLINOIS BANKING SITUATION 


Mr. WatLace. Brown made the State deposits, but you don’t know of any 
solicitation? 

Mr. Hintz. No. 

Mr. Leonard. If you don’t know anything directly, don’t guess at these things, 

Mr. Hin1tz. No. 

Mr. WALLACE. Do you know Mr. Lester Kiick, K-i-i-c-k? 

Mr. Hintz, No. 

Mr. Watiace. Off the record. 

( Diseussion off the record.) 

Mr. WaLLAce, Do you know Mr. Charles Fleck? 

Mr. Hintz. Yes. The present public administrator? 

Mr. WaAttace. The public administrator, yes. 

Mr. Hrntz. Yes. 

Mr. WattAce. He had funds at the bank, didn’t he? 

Mr. Hintz. Yes; he had funds up to a million dollars. 

Mr. WaLtace. Do you know of the circumstances by which these funds came 
to be deposited at the Southmoor Bank? 

Mr. Hrntz. Well, I know Charley Fleck for a long while. He was introduced 
to me—I am trying to think by whom, but I have known Charley for a good while. 
and it started out with him asking me whether we would like some funds that 
he had under his control, and I said yes. 

Mr. Watwace. He asked you if you would like to have them? 

Mr. Hintz. Yes; that is right. 

Mr. WaA.iLace. And you said yes? 

Mr. Hintz. Sure. And I think it started out with a nominal amount of $150,000 
as I remember, and over a period of a year or a little more it built itself up to a 
million dollars. 

Mr. Wa.tLace. How much does he have altogether, do you know, in public 
funds? 

Mr. Leonarp. He has quite a good deal of money. You know what he does. 
He handles all the estates where they don’t have attorneys, and I don’t believe 
that he is in the same category as a State office. That is a public-fee office, and 
that type office does not carry a salary with it, but he acts just like a regular 
attorney. He charges the estate what he feels the amount—what amount will 
be approved by the probate judge, and he controls the money in the State, like a 
regular administrator would do, So any questions concerning this would not be 
the same as the treasurer’s or State’s, or anything like that. 

Mr. WALLACE. Well, what sort of interest does a bank pay on funds deposited 
with it by the public administrator? Is it like the county deposits, where there 
is no interest? 

Mr. Hrntz. As a rule, those funds are predicated on the going rate of county 
funds and State funds. I think it is the interest paid on State funds which 
usually establishes the pattern. 

Mr. Wa.tace,. As I understand it, there is no interest paid on county funds, 
but on State funds it varies from three-quarters to 1 percent. 

Mr. Hrntz. That is right. You bid each year once a year on that and make 
formal application to the State treasurer, telling him how much you will pay 
for funds if you get them. 

Mr. WatuaAce. Off the record. 

(Discussion off the record.) 

Mr. Wa.tace. Let me ask, did Herbert Paschen ever contact you in regard 
to county deposits? 

Mr. Hintz. No, sir. 

Mr. Wattace. Your State funds were increased under Ora Smith, Was there 
any change in State funds between Ora Smith and Elmer Hoffman? Did Stratton 
ever increase your funds or decrease them? 

Mr. Htntz. Wasn’t it Ora Smith? 

Mr. WALLACE. It was Ora Smith—— 

Mr. Hrntz. And Stratton was ahead of Smith. 

Mr. WALLACE. No, Stratton followed Smith. 

Mr. Hrntz. Oh, he did? 

Mr. WALLACE. Yes. 

Mr. Leonarp. That is kind of difficult for him to testify to without records. 

Mr. Hrintz. The bank would make available any records I want, and I can get 
them for you. 

Mr. Watace. Why don’t you get your records on all the State, county, and 
publie administrator deposits, and we will get into that next time, along with this 
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other stuff. That would help. And also any contributions that you know about. 

Now, you can’t get Marcus’ checkbook, I suppose, but I ultimately will have to 
talk to Mareus again, but I would like to know as much as I can. It will be 
very helpful, and your help will be very great in that regard. 

Mr. Hrntz. I will tell you what I will do. I will call the auditor out there 
and ask him to compile the information on the State deposits. 

Mr. WALLACE. County deposits and public administrator. 

Mr. Hrntz. County deposits and public administrator, going back to their 
inception, or going back to Ora Smith. Do you want to go back that far, or 
starting with Hoff nan? 

Mr. WatLAce. You might as well start with when you came there, 1948. That 
would be Rowe was treasurer then. 

Mr. Hintz. All right. 

Mr. Leonarp. That goes way back, doesn’t it? 

Mr. Watiace. Off the record. 

(Discussion off the record. ) 
Mr. WALLACE. We will adjourn to 11 o’clock Tuesday morning. 


(Whereupon, an adjournment was taken until Tuesday, August 28, 1956, at 
11 a. m.) 


CHICAGO, ILL., August 29, 1956, 3 p. m. 

Present: Mr. Robert A. Wallace, staff director ; Mr. Matthew Hale, counsel. 

Also present: Mr. Edward A. Hintz, Mr. John M. Leonard, Jr. 

Mr. Leonarp. This is Edward A. Hintz, 7155 South Cornell Avenue, Chicago, 
Til. 

Mr. Hate. What I wanted particularly to do was to get a list of public funds, 
county, city, State, when they came in, and in substantial quantities when they 
left. Do you have that list handy? 

Mr. Hintz. Well, I will tell you what I did. I didn’t want to depend on 
memory, and I called Mr. Brehm last Friday and told him to prepare a list for 
me, and then we have been so busy that I didn’t even have a chance to get it so 
I called him, and he gave me the following information that I will pass on to 
you according to the records he gave me, referring first to the Fleck fund, is 
that all right? 

Mr. Hate. Fine. 

Mr. Hintz. The original deposit of Mr. Fleck came in on November 18, 1954, 
$100,000. 

Mr. Hate. Yes. 


Mr. Hintz. December 13, 1954, $50,000; December 19, 1954, $50,000 ; December 
19, 1954, $50,000; February 8, 1955, $100,000; March 10, 1955, $50,000; March 24, 
1955, $150,000. 

Excuse me. April 24, $150,000; July 19, 1955, $100,000; November 21, 1955; 
$100,000 ; December 7, 1955, $100,000; February 2, 1956, $100,000; March 12, 1956, 
$100,000. 

I think if you will total that you have a million dollars. 

Mr. Hare. And this was all placed in a regular checking account with no 
interest ? 

Mr. Hintz. Thatis right. That is right; yes, sir. 

Mr. Have. All right, sir. Which is your next? 

Mr. Hintz. Well, I have one Wright. 

Mr. Hate. State funds. 

Mr. Hintz. Now, there were 2 accounts, 1 a demand account and 1 a time 
account. J will give you the demand account first. 

December 31, 1953, $500,000. 

Mr. Haue. $500,000? 

Mr. Hentz. On May 11, 1955, $185,000 withdrawn; on May 12, 1955, $50,000 
withdrawn ; on June 30, 1955, $235,000 deposited ; on September 16, 1955, $100,000 
withdrawn; on September 19, 1955, $200,000 withdrawn; and on September 27, 
1955 a $300,000 deposit. 

Now, on the time account, it originated on October 14, 1952, in the amount 
of $750,000; March 12, 1953, a withdrawal of $190,000; June 2, 1953, a deposit 
of $440,000: November 3, 1955, a deposit of $250,000; and on November 7, 
1955, a withdrawal of $250,000. 

That is the picture on that. 

Mr. Hate. On time deposit what did you pay, 1 percent? 

Mr. Hintz. Well, it varied. He comes out every year with a regular form, and 
every bank that has time deposits makes a bid for funds. 

Mr. Hate. But you bid on the basis of that figure he has come out with? 
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Mr. Hintz. Some of the banks bid from three-quarters to 1 percent. I hay, 
heard that some even bid higher than that, but our bid was never more thap 
1, three-quarters to seven-eighths was the usual average. 

The money market at the time these bids went out usually controls wha: 
the bids would run. 

Mr. Hate. But this would go into your regular fund and you would lend it oy: 
on mortgages—— 

Mr. Hintz. That is right. 

Mr. Hae. Or any other form of lending you are engaged in? 

Mr. Hinrz. That is right. 

Mr. Hate. So you might be receiving a good deal more than 1 percent? 

Mr. Hintz. True, and we would be billed every month on that State deposit. 
and it was paid out of our bank expense to the treasurer of the State of Illinois, 

Mr. Hae. Now, that is State and public administrator. Did you have figures 
for city and county? 

Mr. Hintrz. Now, I will give you Herbert Paschen. It originated on March 7. 
1955, in the amount of $200,000, and it was put in a Cook County A account, 

On June 23 of 1955 they deposited $250,000 in a Cook County treasurer trustee 
account, but on June 24—— 

Mr. Hate. Kept separate? 

Mr. Hinrz. Yes. On June 24 they withdrew $150,000 out of that trustee ac. 
count and put it up into the Cook County A account, so that has left us with a 
total of $450,000 between the two accounts. 

Mr. Hate. These were regular checking accounts with no interest? 

Mr. Hintz. That is right. That is right. 

Mr. Hate. And city, did you have any city funds? 

Mr. Hrnrz. We had no city funds, no, never did. 

Mr. Hare. Did you ask about Federal funds? 

Mr. Wa.iace. Do you have Federal deposits at the bank, Southmoor? 

Mr. Hater. United States Government deposits? 

Mr. WaLLace. They would be in national banks. 

Mr. Hintrz. No; you see, a State bank can't qualify. That is why we never 
could have Federal receivership accounts. 

Mr. Wattace. You are not a member of the Federal Reserve System? 

Mr. Hintz. That is right, had we been a member of the Fed we could have 
accepted those. 

Mr. Wa.tiaAce. Even though you were a State bank? 

Mr. Hintz. That is right. 

Mr. WattAce. Do you want to proceed, or have you got enough of that on the 
record, Mr. Hale? 

Mr. Hate. No; I have got-all the deposits and withdrawals here, at least all 
the recent ones. 

Mr. Hrnrz. I didn’t cover where they were closed out. That was some time 
in June, I believe. 

Mr. Wattace. Off the record a minute. 

(Diseussion off the record.) 

Mr. Waxuace. On the record. 

Mr. Hintz, were you aware of two gifts totaling $4,600 to Mr. Fleck on behalf 
of Mr. Stratton in 1955? 

Mr. Leonarp. Two gifts? Oh, yes. 

Mr. WaALLAcE. Totaling $4,600 in cash. 

Mr. Hinz. Yes, yes, I was. 

Mr. WALLACE. Did you speak to Mr. Marcus about making such gifts? 

Mr. Hintz. I did, yes. 

Mr. WALLACE. Were these gifts of the bank or Marcus individually? 

Mr. Hintz. Those were given by Mr. Marctis individually in both instances. 

Mr. Watiace. So they would be completely legal, then, wouldn’t they? 

Mr. Hintz. That is right, they were his own money. 

Mr. WALLAcE. Now, then, were similar gifts given on behalf of Mr. Paschen? 

Mr. Hinrz. The only gifts that we gave to Paschen were the annual con- 
tribution to the employees—— 

Mr. WALLAcE. I am aware of that, but I mean besides that? 

Mr. Hintz. If they were, then they weren’t made through my—— 

Mr. WALLACE. In other words, there was what, a $400 contribution to the Pas- 
chen welfare fund? 

Mr. HrntTz. $450, I believe. 

Mr. WALEACE. $450? 
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Mr. Hintz. Yes, it usually would run 1 percent, a tenth of 1 percent of what 
ou had. 

: uM r. WALLACE. That is all that was ever contributed 

Mr. Hintz. As far as I know, yes, sir. 

Mr. WauLace. Did you help Mr, Fleck raise money for Mr. Stratton’s cam- 

en in 1952? 

Mr Hrntz. I have known Charley Fleck for a good many years. 

Mr. WaLtace. You are a very good friend of Mr. Fleck’s? 

Mr. Hrntz. Yes, we have been. He was a member over at the club. He and I 
had a lot of mutual friends, both at the club and in political circles and other- 
Vise. 

’ Mr. WaALLAcE. Off the record. 

(Discussion off the record.) 

Mr. WALLACE. On the record. 

When you helped Mr. Fleck raise money—lI understand he was the only ward 
committeeman who was for Stratton at that time, everyone else was for Erick- 
son! 

Mr. Hrntz. He was a lone wolf. 

Mr. WALLAcE. But you helped him? 

Mr. Hintz. Yes, sir, I did, because of a personal regard for him. 

Mr. WALLACE. Do you recall how much money you were able to raise in that 
regard ? 

Mr. Hintz. No, I don’t. 

Mr. WaLLaAce. Off the record. 

(Discussion off the record.) 

Mr. Hintz. No, I want to tell you, I know definitely approximately what Mr. 
Marcus has contributed, if you—— 

Mr. Wattace. What is that? 

Mr. Hintz. As I recall, it would be pretty close to $4,500, around that 
figure. 

Mr. WaLLAcE. Well, Mr. Marcus contributed a total of $4,600 in the year 
1955. 

Mr. Hintz. I was going to say: 

Mr. WALLACE. But I mean in 1952, now. 

Mr. Hintz. 19527 Now, that is going back too far. I don’t recall. 

Mr. Watace. Did you help raise money among others, other than Mr. 
Marcus, in 1954, 1955, or 19567? 

Mr. Hinrz. No, I think our principal contribution to Charley was out of the 
Marcus personal funds. 

Mr. WALLACE. Actually it turned out that it was the Southmoor Securities 
fund, but that was owned by Mr. Marcus so—— 

Mr. Hintz. Yes, Mr. Marcus. 

Mr. WaLLAceE. Did the Southmoor Bank handle the funds of the Lilinois 
Athletic Club when you were president? 

Mr. Hintz. Yes ; we had 2 or 3 deposits of the club account. 

Mr. WaLLAcg. Two or three deposits? 

Mr. Hintz, Yes. 

Mr. WALLACE, About how big were those deposits? 

Mr. Hintz. We didn’t have the general account, that was carried at the First 
National. We had a tax account, we had a pension account, and I think that 
tax account, $30,000 or $35,000 at times; maybe the pension program account 
would accumulate up to $15,000 or $20,000. 

Mr. WALLace. But chat was all? You didn’t have the general account? 

Mr. Hinrz. The general account was at the First National. 

Mr. WaLLAceE. I see. 


Mr. Hinrz. It always was. You see, I was treasurer of the club for 6 
years. 

Mr. WaLtace. As I understand it, in room 706 of the Illinois Athletic Club 
there are 16 slot machines. 

Mr. Leonarp. Don’t you think this is getting outside of the banking field, 
Mr. Wallace, that and the Basilio fight? 
4 Mr. WatLace. You are, I suppese, within your rights to refuse to answer this 
if you wish. 

Mr. Leoy,arp. No, I don’t want to refuse to answer anything, but I think that 
we are going far afield as far as banking is concerned. This committee is 
mainly for the purpose of fixing the banking laws, aren't they? 
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Mr. WALLACE. We are interested in, at the moment, how Mr. Hintz, a banker 
raises money for political purposes, and you get into a phase of giving money 
where you have State deposits and county deposits involved, also. 

Now, some of these come in from another route, some of the contributions jy, 
raising money. 

Mr. Leonarp. In other words, you would like to ask him whether any of the 
moneys from the Illinois Athletic Club came via any devious route to the pe ple, 


bank deposits? I would let him answer that, all right, if that is what yoy 
want to know. , 


Mr. Wattrace. Off the record. 

(Discussion off the record.) 

Mr. WaALLAcE. On the record. 

Is it true that these slot machines were gotten through Mr. Notaro who ar. 
ranged the purchase of these machines, these slot machines? 

Mr. Hintz. I will clear that for you. Those machines were in long before 
Mr. Notaro was in the line for office. 

Mr. WALLACE. Was in where? 

Mr. Leonarp. In line for office. 

Mr. Hrntz. Was in line for office, and for the record I will go further and 
say this: That every dime during my administration as treasurer that came 
out of the income of machines went back into the rehabilitation of that club and 
nothing else, and the record will so indicate over there. 

Mr. Wa.uace. Did Notaro have anything to do with the purchase of the 
machines? 

Mr. Hrntz. None whatever. 

Mr. Leonarp. Off the record. 

(Discussion off the record.) 

Mr. Watiace. One of the reasons I am asking is that Mr.—that is Michael 
Notaro, isn’t it? 

Mr. Hrnrz. Yes. 

Mr. Hate. You said office. What office was he in? 

Mr. Leonarp. He was formerly president of the Illinois Athletic Club, in 
1954. 

Mr. Hrntz. He was president just before my term, I was president last year 
and went out of office May 30 of this year. 

Mr. Wa.xace. The slot machines were there when you came there? 

Mr. Hinvtz. Oh, yes. 

Mr. Watuace. Mr. Notaro is president of the Statistical Tabulating Co., 
isn’t he? 

Mr. Hrntz. That is right. 

Mr. Wattace. Did you ever solicit him for funds for political purposes? 

Mr. Hrntz. No, I never had to. 

Mr. WaLLAce. He gave you the money voluntarily ? 

Mr. Hinrz. No. Mike was far better known politically than I even was, so 
I certainly wouldn’t go to Mike for funds. 

Mr. WaALLAce. Would he go to you with funds to give to Mr. Fleck, for ex- 
ample? 

Mr. Hintrz. No. No, he knew Charley well enough to handle that directly, 
he didn’t have to go through me. 

Mr. Leonarp. You and Fleck and Notaro were together on occasions? 

Mr. Hrntz. Oh, sure, we have known each other for many years. I got 
Charley—Mike and I got him on the board over there, had him on the house 
committee, not on the board, but on the house committee, and he was on the 
committee for a year. He found he couldn't devote the time to it, and he resigned. 

Mr. WatLacre. Did Mr. Notaro actually raise money on his hook besides con- 
tributing in 1952? 

Mr. Leonarp. He could have. 

Mr. Hintz. He could have; yes; definitely. 

Mr. Watiace. Mr. Hintz, there has been a persistent rumor that in the South- 
moor Bank was a part of the pipeline on getting rid of the Greenlease money. 
Do you know anything about that? , 

Mr. H1intz. Only what I saw in the newspapers, sir. 

Mr. Waxtace. Off the record a minute. 

( Discussion off the record.) 

Mr. Wattace. On the record. 

Were you aware of the fact that Mr. Hodge’s insurance agency wrote the 
Insurance for the Ace Cab Company of St. Louis? 


y, 
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nker, Mr. Hintz. No, sir; I do not. 
oney, Mr. WALLACE, You don’t know that? 
; \ir. LEONARD. Do you know who the Ace Cab Company of St. Louis is? 
ns in \r. Huntz. Never heard of them. 
Mr. WALLACE. Ever hear of J. Costello who owns it? 
F the Mr. Hrntz. No. 
ple. Mr. Leonarp. We have gotten a lot of questions such as these, and a lot of 
you them I don’t know. I don’t know whether he does, but I would assume he didn’t 
because I almost know as much as he does, 

Mr. Hinrz. Just off the record a minute. 

(Discussion off the record.) 

Mr. Watiace. I realize, Mr. Hintz, that you stated that you were not terribly 
close to Mr. Hodge socially, but in going over the books of the Southmoor Bank, 
we see a great many business dealings and we have assumed that these business 
dealings were carried on between you and Mr. Hodge. 

You were executive vice president of the bank, I believe? 

Mr. Hrntz. Yes. 

Mr. WatLaAce. And you would naturally do that. 

Without going into it in too great detail, can you tell me the facts surrounding 
the merger of the Southmoor and the Trust Company of Chicago? If that, too, 
takes too long 

Mr. Leonarp. Do you want me to tell it? 

Mr. Watiace. Go ahead. 

Mr. LeonArp. I was interested in that when the FDIC report came out and 
I talked with Vernon Welsh and others on it. 

It seems that that was never completed, there was never a complete merger 
because of the laws of the State of Illinois not allowing a bank of that type to 
merge with a corporate trust. 

Mr. Hintz. That is right. 

Mr. Leonarp. And when this merger was presented at the secretary of state’s 
office in Springfield it was denied because it didn’t have the approval of, I be- 
lieve, the attorney general. 

That approval could never have been had. 

Mr. Wa.LLace. It did have the approval of Mr. Hodge, though, didn’t it, 
ultimately ? 

Mr. Hintz. It had his approval, but never the attorney general’s. When it 
came down to the legal status they didn’t get it. 

Mr. WatiaAce. Did you work on that, Mr. Hintz? 

Mr. Hrnrz. Fortunately, no, thank God. 

Can I say this off the record? 

(Discussion off the record.) 

Mr. WALLACE. In going through some of these loans, either to Alson-Wood 
River development of J. Roy Browning or Warren Smith, Margaret Hodge, and 
the collateral that they used for the loans, I get the general feeling that the loan 
equaled the amount of the collateral. 

Did that tend generally to be true? For example, when Mr. Browning got the 
loan on the Elmwood Park Bank stock, the stock was issued at a total price of 
£20,000 for the 500 shares, or a thousand shares, I guess it was, and that is how 
much money was loaned to him. 

Was that the case in these other loans where they were collateralized with 
securities? 

Mr. Hintz. As far as the loans to Margaret Hodge, I think by checking the 
records of the bank you will find that there was always ample collateral. 

Mr. WaLLAce. Margaret Hodge? 

Mr. Hintz. Yes; to cover loans made to her. 
Mr. HAte. More than a hundred percent, you mean? 
Mr. Hintz. Of listed securities, yes, of proper margin. 
Mr. Hate. But not on the others? 
Mr. Hintz. Now, on the Browning, I don’t recall that. Browning came in and 
ide one loan to accommodate his son who was buying a piece of real estate, 
which was later paid off. 

On the Elmwood Park Bank, I don’t recall—— 

Mr. Wat.ace. I think virtually all of these loans except the real-estate loan 
on Lake Springfield have been repaid, haven’t they? 

Mr. Hinrz. Yes. 

Mr. Wartace. As I recall. 


me 
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Mr. Hintz. Yes. The Warren Smith loan was paid—— 

Mr. Wa.LLaAce. Did you know George Ehret? 

Mr. Hintz. I met him once. 

Mr. Wa.vLAce. Did you arrange for his unsecured loans which were mage 
on December 10, 1952, and increased at later periods, and which was finajly 
completely paid off in September 1953? E 

Mr. Hintz. Well, if the loans were unsecured, there was a margin of profi 
within the bank on other loans to protect this or a guaranty of Orville Hodge 

I only met George Ehret to my knowledge once. 

Mr. WaALLAcE. When did Hodge become a part owner in those Esquire Apart. 
ments; do you know? I notice the Ehret loan was originally December 19. 
1952, which was before Hodge took office; wasn’t it? 

Mr. Leonarp. I think that is when they started building that building, | 
don’t know. 

Mr. Hintz. Well, off the record. 

(Discussion off the record. ) 

Mr. WaALLAcE. How did you know Ehret? How did you come to have bys 
ness dealings with Mr. Ehret? Was it through Mr. Hodge? 

Mr. Hintz. Through Mr. Hodge; yes. 

Mr. Wa.vace. And did he introduce you to Mr. Ehret at Fort Lauderdale or 
at Chicago? 

Mr. Hintz. For the benefit of the record, I was never in Fort Lauderdale 
in my life. 

Mr. WaLLAce. You were never in Fort Lauderdale? Well, it must have beep 
Chicago, then. 

Mr. Hintz. Thank God. 

Mr. Wattace. Then do you know if by September 1953, were you aware of 
the fact that the Hodges and the Ehrets were in partnership on this Fort Lauder. 
dale property? 

Mr. Hrnrz. I was acquainted with the fact that there was a partnership, 
because I think about that time Mr. Hodge started negotiations to purchase the 
interest of Mr. Ehret, so he told me. It might have come later, I don't know 

Mr. Watiace. The Southmoor Bank made loans to the partnership on Sep- 
tember 10 of $25,000, and then in October 

Mr. Hintz. What year, Mr. Wallace? 

Mr. WALLACE. 1953. 

Mr. Hintz. 1953? 

Mr. Wa.Lace. October 16, 19538, another $20,000 for a total of $45,000, but 
then in January 1954, which is very shortly thereafter, he paid back $25,000 of 
it: another $10,000 the same day; and a week later another $10,000, so that the 
entire thing was paid off by January 14, 1954. 

Mr. Hintz. And if I recall correctly, Orville told me that those loans were paid 
off out of a mortgage negotiation he had down at Fort Lauderdale. 

Mr. Wa.iace. Did he tell you who held the mortgage? 

Mr. Hintz. No; he did not. 

Mr. Wattace. I think it was Mr. Mensik, wasn’t it? C. Oren Mensik? Do 
you know Mr. Mensik? 

Mr. Hiytz. I have seen the fellow, I don’t know him personally. 

Mr. Leonarp. The Broward National had it first. You are talking about thai 
$200,000 mortgage? 

Mr. WALLACE. Yes. 

Mr. Hintz. No; the Broward had that. I have checked that. 

Mr. Watiace. Where did that mortgage come out? Actually, it was finally 
in the Southmoor Securities rather than Southmoor Bank that was invelved—— 

Mr. Hinrz. It was never in the bank. 

Mr. Wattace. You didn’t know anything about it? Did Mr. Marcus? Did 
you work with him any on Southmoor Securities or Southmoor Foundation‘ 

Mr. H1ntTz. No: I did not. 

Mr. WALLacE. This loan to Alton Wood River, a $30,000 loan—-I guess it was 
$60,000. 

Mr. Hrnrz. That loan was submitted to the executive committee and approved 
as far as regulations were concerned, and it was made on the strength of the 
statements of the individuals interested in it. 

Mr. WALLAcE. Wasn't there collateral? Granite City Steel Co.— 

Mr. Hinrz. There was some collateral that Mr. Hodge put up of his own. 

Mr. Watxace. General Steel Castings, Granite City Savings Bank, Roya! 
Dutch—this is pretty good stock, some of it here. 
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Vr. Hintz. Yes; all of that was listed securities. 

Mr. WacLace. St. Louis Publie Service Co., class A; Sun Ray Oil Co. com- 
non—when was that? That was in July 1955, repaid January 1956. Do you 
~omember that loan, Alton Wood River? 

Mr. Hrxvz. I don’t recall the circumstances of the payment of it. I Knew it 
vas paid in full. 

Mr. WattAce. I just wondered what the stated purpose was. Was it work- 
ing capital? 
ie en I had told Orville that the loan had been on the books all too long, 
that I wanted to take it out. It had been criticized by, I think, one of the 
examinations, whether State or FDIC. 

Mr. WALLAcE. Was this a demand loan? 

\ir. Hintz. I think it was a demand note. 

Mr. WALLACE. It must have been. 

Mr. Hintz. Interest paid monthly on it. 

Mr. Wautiace. July 1955, repaid January 1956. It wasn’t even a year. 

Mr. Hintz. No. 

Mr. WALLACE. Do you remember the Mamco Corp. ? 

Mr. Hintz. How do you spell it? 

Mr. Wauiace. M-a-m-c-o. Tri-City Grocery Co.? This is from the list sub- 
mitted by Attorney General Castle. 

Mr. Hinrz, Was it in that list? I didn’t even read the list, some 54 con- 
eTns 

Mr. Hate. This indicates that Mr. Hodge purchased some stock in a com- 
any before the sale was made public, and the stock apparently was in the 
Mameco Corp. 

Mr. Hinrz. I never heard of it. 

Mr. WALLAck. Now, J. Roy Browning—the demand loan of $20,000 was col- 
iteralized with this Bank of Elmwood Park stock. I have got a note that it 
vas dated November 1953. 

Wouldn't it have been before November, because the subscription was in 
May, when they started the new bank? Maybe there was some arrangement of 
hhancing, 

The Buena Vista Corp. stock—Do you know what that stock was? 

Mr. Leonarp. Who had it? 

Mr. WauLace. J. Roy Browning is the name. It was obviously Hodge’s 

Mr. Hintz. That was one of these reorganized, John, real-estate products 
that got into difficulty, and they bailed it out. 

Mr. Leonarp. Was that in Chicago? 

Mr. Hintz. Yes; and there was a market on that stuff through some of these 
firms that specialize in that type of security. 

Mr. WALLAcE. This was really Hodge’s, and Browning was the nominee; isn’t 
that correct? 

Mr. Hinrz. That I dont’ know. 

Mr. WaLLAcE. You don’t know that? 

Mr. Hinrz. I don’t know that Orville ever had any interest in that. 

Mr. Leonarp. Some reporters have asked questions about these. 

Mr. Hinrz. If Hodge had an interest in Buena Vista I never knew about it. 

Mr. WaLLAcE. P. Warren Smith and Paul Fleming, $50,000 lean to Warren 
Smith. The collateral registered was—that is the 2,500 shares of the Bank 
of Elmwood Park, that is right. 

Mr. Hintrz. Bank stock. 

Mr. WALLACE, Yes. 

Mr. Hinrz. That was given to Mr. Smith on the value of the stock plus his 
personal statement. He showed a pretty good statement. 

Mr. Wantace. In other words, what you are saying is that although you 
save 100 percent loans their personal statements weré enough to make the 
loans safe? 

Mr. Hiyrz. Definitely in Warren Smith. There was never any question. 

Mr. Warren. Was Warren Smith a man of great substance himseif? 

Mr. Huvrz. Well, I saw a financial statement. I don’t recall what his net 
worth was, but I went down to one of the Loop banks who were very anxious 
to make a loan for him if he wanted it. 

Mr. WanLace. The reason I wondered is when he bought out the shares in 
the Elmwood Park Bank he made the statement that it strapped him pretty 
severely, although actually he was buying it for Mr. Hodge. 

These big loans to Mrs. Hodge—well, | say big, 10, 20, £8, 48—well, it got up as 
high as $68,500, which is a pretty big loan, I guess. It would be to me. 
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Mr. Hrntz. Do you have a list of the collateral? 

Mr. WaLLace, Yes; we have got Granite City Trust & Savings capital stock. 

Mr. Hintz. I think if you will check that collateral value it had in excess of 
$100,000 of collateral as I remember it. 

Mr. WALLACE. On the total collateral? 

Mr. Hintz. Yes. 

Mr. WALLAcE. That may be. Chicago, Aurora & Elgin Railroad. 

One of the things which might be pertinent would be the degree to which Mr. 
Hodge was in and out of transactions, in other words, whether he played the 
market or whether he was speculating or investing. We would like to knoy 
what he was doing. 

The reason we are trying to assess some reasons for his actions is to know 
whether he found himself in a box in speculation. 

Mr. Lronarp. I would assume, and 1 don’t think that it is an erroneous as 
sumption, that he speculated a good deal, but this is a lot of hindsight. 

Mr. WaLLACE. Well, in hindsight, it would seem to you with all the numerous 
different stocks he gave you as collateral 

Mr. Hinrz. He had at the time, as you will notice, Granite City Steel. Well, 
that was his home town, so I never thought anything of that, because he knew 
the people down there and had a lot of confidence in the company. 

Aurora & Elgin, I think he bought that around 8. Where he got his informa- 
tion from I don’t know. I know he told me to buy it, and I didn’t have any 
money, so I didn’t buy it. 

Mr. WatLace. He had a lot of good stock, the Sun Ray and Royal Dutch and 
Mathieson. 

Did you consider this Liberty Loan Corp. good stock? That was the company 
which purchased the Friendly Finance Co., wasn’t it? 

Mr. Leonarp. Liberty Loan? 

Mr. WALLACE. Yes. 

Mr. Leonarp. Is that a good company, you say? 

Mr. Wa.tace. Well, I mean, is it a substantial company, or is it a small 
company? 

Mr. Hintz. Where are they, St. Louis? 

Mr. WaLLAcE. I think they are St. Louis. I just wondered if Mr. Hintz would 
remember offhand. 

Mr. Hintz. I don’t remember any contact with the Liberty Loan at all. 

Mr. WALLACE. Incidentally, did you do your own, or were you your own finan- 
cial analyst, or did you have help in figuring out values? 

Mr. Hrntz. We had an assistant cashier by the name of Schlitz who periodi- 
cally would check the market values of these stocks to see that we had ample 
mortgages. ; 

Mr. Hae. The bank itself, I take it, wouldn’t have any, so it was only done 
for the nurpose of checking up on collateral? 

Mr. Hrn1tz. No; we used the daily papers or brokers that we know traded in 
that particular stoek, and there are specialists on La Salle Street who handle 
various stocks. 

Mr. Hae, But your checks were for the purpose of seeing how the collateral 
was situated? 

Mr. Hintz. That is right. 

Mr. WaLLAce. Well, of course, Mr. Hodge could have bought a lot of this stock 
and put it up for collateral and gotten more money and purchased more stock; 
that is possible, is it not? 

Mr. Hrntz. That is true, but I never saw any pyramiding as far as his loans 
with us were concerned in the same stock. 

Mr. Hace. Was there any reason given? Were these loans to get money to buy 
the stock, or were they loans for some other purpose and the stock was Just 
put up as collateral? 

Mr. Hrn'rz. I don’t ever recall that a loan was granted to Orville Hodge where 
after the loan was granted the stock came in as collateral. It always came in 
when the loan was made. 

Mr. Hate. I suppose he might have bought it on margin and then he used the 
loan to pay that off. 

Mr. Hintz. He might have a broker’s account here in town. 

Mr. Hare. Yes. Was there a purpose stated for the loans? In other words, 
did he tell you why he wanted the money? 

Mr. Hintz. No. 

Mr. Watxace. Oh, he didn't tell you the purpose of the loans? 
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Mr. Hintz. I don’t recall that he made any specific statement. 

Mr. WaLLace. As a banker your only concern was the safety of the loan for 

1e bank ? 

. Mr Hintz. I was interested in that; yes. With a lot of other people I would 
e asked about it. 

"Mr. WaLLace. Were you aware that Mr. Hodge was associated with Mr. Berry 

nd Mr. Costello? 

: “ r. Huntz. I never knew the names of Berry or Wortman until all of this 

situation was exposed, and then I only knew of those individuals. 

Mr. Hate. This may be repetitious, but going back to these public deposits, Mr. 
Fleck’s deposits, you asked him for those, did you? 

Mr. Hintz. Yes; I said, “Charley, if you have got some surplus funds we could 
use them out at the bank.” 

Mr. Hate. The same with Mr. Wright, these deposits, demand and time 
beginning in 1952 and 1953? 

Mr. Hintz. Yes. 

Mr. Hate. And you have known Mr. Wright for a number of years? 

Mr. Hintz. I have known Warren Wright for a long while because of his asso- 
ciation in various State official capacities. 

Mr. Hate. Yes, so you were in a position to pay him a visit and ask him if he 
could put some on deposit? 

Mr. Hintz. Yes. 

Mr. WaLLace. Were you able to get any extra funds from Mr. Hoffman, or did 
you ever try? 

Mr. Hintz. No. 

Mr. WaLLace. Why since you were approaching Mr. Fleck and you were ap- 
proaching Mr. Wright wouldn’t you approach Mr. Hoffman? Was it merely 
friendship or that you didn’t know Mr. Hoffman, whereas you did know——— 

Mr. Hinrz. Orville Hodge knew Hoffman very well, and possibly we received 
those deposits at Orville’s recommendation to Mr. Hoffman. 

Mr. Watiace. That is right, Mr. Hoffman worked for Hodge for a while, 
didn’t he? 

Mr. Leonarp. I think you went through that the last time we were here. 

Mr. Watuiace. O. K. 

Mr. Hate. And the same with Mr. Paschen, deposits beginning in 1955? 

Mr. WALLACE. Who went to see Mr. Paschen, or was Mr. Paschen contacted? 

Mr. Hintz. No; I will tell you how we got the Paschen fund. It was through 
Mike Notaro and Mike Howlett, and I, who were having lunch one day, and Mike 
said, “How would you like to have some county funds?” And I said, “Well, if 
there is any surplus we could use them.” 

Mr. Hate. Mike—— 

Mr. Hintz. Mike Howlett. 

Mr. Hats. Howlett? 

Mr. Hintz. Yes, and he said, “Well, now I don’t know who to give them to 
first. Mike Notaro would like some for the Central National,” so Notaro said, 
“Well, give Ed the first hundred or hundred and fifty, and I will take the next.” 

And that is the way it happened. 

Mr. Hate. And Mr. Howlett knew Mr. Paschen or Mr. Howlett knew the 
treasurer's office? 

Mr. Leonarp. No; he knew Mr, Paschen. 

Mr. Hintz. He has known Paschen, I imagine, for years. 

Mr. WaLLace. Who, Howlett? 

Mr. Hintz. Howlett, yes. 

Mr. WaLLAcE. Howlett is the Democratic candidate for State auditor. 

Mr. Hintz. And he was head of our department—— 

Mr. LeonarD. He has headed OPS, he is a member of the club, he is on the 
board of directors, he is a friend of everybody. 

Mr. Watxace. I didn’t know Notaro had a connection with this, Exchange 
Bank, did you say? 

Mr. Hinrz, Central National. He is a director. 

Mr. WaLLace. He is a director of Central National? 

Mr. Hinz. Yes. 

Mr. Hate. Would it be correct to say as a conclusion that your knowledge of 
the public officials, whether it happens to be Fleck or Wright or Paschen, is 
helpful in getting these fund deposits? 


Mr. LeonarD. Knowing the public official? 
Mr. Hate. Yes. 
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Mr. LeonarD. That is a fairly accurate statement, I would say. 

Mr. Hinrz. I think that is an assumption—— 

Mr. Leonarp. There is no question about that. 

Mr. Wa.tace. Let us pursue that just a minute. This is widely recognized, 
but the thing I think the committee is interested in is since it is a big advantage 
to have these funds and since it is important who you know and so forth, does 
this lend itself to raising money for campaign purposes, and that is why I am 
asking you these questions? 

Mr. Leonarp. Don’t you think that is one of the principles of the American 
people right now, I mean if someone does something nice for you, we in turn do 
something nice for them, not only in politics, but in any walk of life? 

Mr. Wa.tace. On the other hand, you take Southmoor Bank which got into 
trouble with respect to the cashing of these warrants, and Fleck who has a mil- 
lion dollars in Southmoor Bank comes in and yanks it all out just like that, ang 
it leaves the bank bleeding there. 

Mr. LeonarD. Under public pressure, yes. 

Mr. Wa.tace. And it is a federally insured bank. Well, if these big amounts 
of deposits are subject to this type of thing, then the committee is interested jin 
it. Whether they can do anything about it is one thing, but knowing the facts 
surrounding it is important. 

Mr. Leonarb. Don’t you think he must do that because of the newspapers and 
pressure, and Judge Dunne in the probate court saying, “What did you do?” 

Mr. Hare. I think whatever the reason for the withdrawal, the fact of the 
withdrawal must have been quite a kick in the teeth to the bank. 

Mr. Watxace. That is right, because it has been characterized to me that when 
that happened to the bank the bank would just lay bleeding. 

Mr. Hrinrz. It was fortunate that I had 2% or 3 million dollars of Treasury 
bills in that bank just to protect myself against any immediate withdrawa), 
either by Fleck or anyone else. 

Mr. Watiace. Sure, you have to have 110 percent, or what is it—— 

Mr. Hrnrz. On State funds, yes, 110 percent. 

Mr. Watbiacr. Oh, you don’t have to have that on public administrator fim. .? 

Mr. Hinrz. No. Here is what I did, and it is interesting to you as the 
committee. I went so far as to get an opinion from the attorney of FDI 
on the Fleck deposits, as to whether or not they were insured, and the corres 
pondence in the files of the bank will show that I had a reply from the legal 
department of FDIC saying that they were individual, as accounts, the way 
we had them set up, insured, and we had a ledger sheet for every account rep- 
resenting that million dollars. 

Mr. Wa.iace. He yanked them all out. 

Mr. Hintz. There were 198 accounts. 

Mr. Hate. Each below $10,000? 

Mr. Hrntz. Ten was the maximum, some were below that. 

Mr. Hae. So each individual one was insured? 

Mr. Hintz. So each individual account was insured individually, and I had 
an opinion on it. Prior to that the local office of FDIC and Mr. Sorensen of 
the State auditor’s office assured me that they were protected because they had 
had the question come up previously. 

Mr. Hare. But Mr. Fleck had given you a list of the various estates which 
were each represented in that million dollars so you could 

Mr. Hrnrz. And I had them set up on individual ledger sheets. They are a 
matter of record. 

Mr. Watiace. What was the name of this bank Notaro was with? 

Mr. Hintz. Central National. ¢ 

Mr. WaLtace. Central National? Where is that located? 

Mr. Hinrz. Over here at 12th Street and Halsted. 

Mr. Watriace. Have you got anything else? 

Mr. HAte. No. 

Mr. Watiace. That is all. 

Do you want to say anything for the tecord before you go? 

Mr. Leonarp. No; just that we will be happy to cooperate with you. 

Mr. Hintz. I am more than willing. 

Mr. Wattace. I can’t foresee anything else until and if the committee wants 
to held public hearings. 

(Discussion off the record.) 

Mr. Watwace. That is all. 


x 








